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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 :  
XTO Energy Inc. for Unit Operation :  
 :  
 : Application Date: November 18, 2015 
 :  
Coffield Unit A   
 
 

SUPPLEMENTAL APPLICATION 
 

 This Supplemental Application includes all of the contents of the original Application in 

this matter, as amended by changes to the proposed unit current through February 1, 2016.  

Pursuant to OHIO REVISED CODE § 1509.28, XTO Energy Inc. (“XTO”) respectfully requests the 

Chief of the Division of Oil and Gas Resources Management (“Division”) to issue an order 

authorizing XTO to operate the Unitized Formation (as defined below) and applicable land area 

in Belmont County, Ohio, (the “Coffield Unit A”) as a unit according to the Unit Plan attached 

hereto.  As demonstrated in detail below, XTO makes this request for, and unitization is 

necessary for, the purpose of substantially increasing the ultimate recovery of oil and natural gas, 

including related hydrocarbons, 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. 

I. 
APPLICANT INFORMATION 

 

 XTO is a corporation organized under the laws of the State of Delaware, with its 

principal office located at 810 Houston Street, Fort Worth, TX 76102-6298. XTO is registered in 

good standing as an “owner” with the Division. 

 XTO designates to receive service, and respectfully requests that all orders, 

correspondence, pleadings, and documents from the Division and others concerning this filing, 

be served upon the following: 

Paul B. Westbrook    Matthew Midkiff 
HARRIS, FINLEY & BOGLE, P.C.  Landman 
777 Main Street, Suite 1800   XTO Energy Inc. 
Fort Worth, TX 76102   714 Main Street 
Tel. (817) 870-8708    Fort Worth, TX 76102 
E-mail: Pwestbrook@hfblaw.com  Tel. (817) 885-1261 
      E-mail: Matthew_Midkiff@xtoenergy.com 
Ronnie Blackwell  
Senior Counsel  
XTO Energy Inc. 
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714 Main Street  
Fort Worth, TX 76102  
Tel. (817)885-3494 
E-mail:  Ronnie_Blackwell@xtoenergy.com 
 

II. 
PROJECT DESCRIPTION 

 

 The Coffield Unit A is located in Belmont County, Ohio, and consists of 17 separate 

tracts of land.  See Exhibits A-lA and A-2S to the Unit Operating Agreement (as defined below), 

showing the plat and tract participations, respectively.  The total land area in the Coffield Unit A 

is approximately 501.7862 acres.  At the time of this Application, XTO and other working 

interest owners participating in this Application have the right to drill on and produce from 

approximately 334.8379 acres of the proposed unit, which represents 66.729197% of the unit 

area, which satisfies the sixty-five percent (65%) threshold required by OHIO REVISED CODE § 

1509.28. As more specifically described below, XTO seeks authority to drill and complete one or 

more horizontal wells in the Unitized Formation, defined as fifty (50) feet above the top of the 

Utica formation to fifty (50) feet below the top of the Trenton formation, from a single well pad 

located near the northwest corner of the Coffield Unit A, in order to efficiently test, develop, 

operate, and produce the Unitized Formation for oil, natural gas, and related hydrocarbons.  

XTO’s plan for unit operations (the “Unit Plan”) and accompanying unit operating agreement 

(the “Unit Operating Agreement”) are attached to this Application as Attachment 1 and 

Attachment 2, respectively.  Among other things, the Unit Plan allocates unit production and 

expenses based upon each tract’s surface acreage participation in the unit; includes a carry 

provision for unit participants unable to meet their financial obligations, determines 

reimbursement, in part, based upon the costs of and risks related to the project; and conforms to 

industry standards for the drilling and operation of horizontal wells. 

III. 
TESTIMONY 

 
 The following prepared testimony is attached to this Application, supporting the creation 

of the Coffield Unit A: (i) testimony from a geologist, Jeff Jackson, establishing that the Unitized 

Formation is part of a pool and supporting the Unit Plan’s recommended allocation of unit 

production and expenses on a surface acreage basis;1 (ii) testimony from a reservoir engineer, 

Steven Cervantes, establishing that unitization is reasonably necessary to increase substantially 

the recovery of oil and gas, and that the value of the estimated additional resource recovery from 
                                                 
1 See Attachment 3.   
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unit operations exceeds its estimated additional costs;2 and (iii) testimony from a landman, 

Matthew Midkiff, describing the project generally and the terms of the Unit Plan.3 

IV. 
THE CHIEF SHOULD GRANT THIS APPLICATION 

 

A. Legal Standard 

 OHIO REVISED CODE § 1509.28 requires the Chief of the Division to issue an order 

providing 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 

recovery of oil and gas exceeds the estimated additional cost incident to conducting the 

operation.  See OHIO REV. CODE § 1509.28(A). 

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

prescribe 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, machinery, materials, and other equipment contributed to 
unit operations by owners in the unit; 

(5) A provision addressing how unit operation expenses, including capital 
investment, shall be determined 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 person’s interest;  

(8) The time when unit operations shall commence and the manner in which, 
and circumstances under which, unit operations will terminate; and  

(9) Such other provisions appropriate for engaging in unit operations and for 
the protection or adjustment of correlative rights.   

XTO proposes that the order state that any unleased mineral owner is treated as a 
non-consenting working interest owner receiving a royalty on production of 
twelve and one-half percent (12.5%), and a working interest of eighty seven and 
one-half percent (87.5%), subject to the terms and conditions of the Unit Plan and 
the Unit Operating Agreement. 
 
XTO further proposes that the order specifically address Tract 8, Tax Parcel No. 
32-01662.000.  A lease covering Tract 8 is claimed by Lana J. Barack and 
husband, Roger A. Barack.  However, the minerals in Tract 8 may be owned by 

                                                 
2 See Attachment 4.   
3 See Attachment 5.   
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John Sliwinski and Mildred Sliwinski (25%) and Siltstone Resources, LLC 
(75%), depending on the Ohio Supreme Court’s ultimate determination of issues 
related to the Ohio Dormant Minerals Act pending before the Court.  XTO 
proposes that the order provide that XTO shall treat Tract 8 as leased to the 
Baracks until a contrary judicial determination or settlement among the claimants 
is obtained, provided that XTO shall place all amounts due under that lease in 
suspense pending resolution of the DMA ownership issues and shall pay the 
Sliwinskis as non-consenting working interest owners, as described above, in the 
event they are ultimately determined to own the minerals in Tract 8.  Otherwise, 
XTO is at risk of paying the wrong person in connection with Tract 8. 
 

See OHIO REV. CODE § 1509.28(A).  The Chief’s order becomes effective once approved in 

writing 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 (65%) 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 

included in the unit area.”  OHIO REV. CODE § 1509.28. 

B. XTO’s Application Meets the Legal Standard 

(i) 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-lS and identified in Exhibit A-2S to the Unit Operating Agreement) at 

an approximate depth of fifty (50) feet above the top of the Utica formation to fifty (50) feet 

below the top of the Trenton formation.  The evidence presented with this Application 

establishes that the Unitized Formation is part of a pool and, thus, an appropriate subject of unit 

operation under OHIO REV. CODE § 1509.28.4  Additionally, the evidence establishes that the 

Unitized Formation 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.5   

(ii) Unit Operations are Reasonably Necessary to Increase Substantially 
the Ultimate Recovery of Oil and Gas 

 The evidence presented in this Application establishes that unit operations are reasonably 

necessary to increase substantially the ultimate recovery of oil and gas from the lands making up 

the Coffield Unit A.  The Unit Plan contemplates the potential drilling of two horizontal wells 

                                                 
4 A “pool” is defined by statute 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 also Attachment 3.  
5 See Attachment 3. 
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with lateral approximately 9,860 feet and 8,883 feet long.6  XTO estimates that the ultimate 

recovery from these wells could be as much as 35.6 billion cubic feet ("BCF") of natural gas 

from the Unitized Formation.7  Without the requested unitization, the wells would be shortened 

to approximately 2,871 feet and 1,263 feet, respectively, reducing the expected production to 7.9 

BCF.  This would leave 27.8 BCF of natural gas undeveloped.8  Accordingly, the evidence 

shows that the contemplated unit operations are reasonably necessary to increase substantially 

the recovery of oil and gas from the Unitized Formation.   

(iii) The Value of Additional Recovery Exceeds Its Additional Costs 

 The evidence shows that the estimated recovery from unit operations has a net present 

value of approximately $1.9 million.9  Without unitization, the wells would be non-economic 

with a net present value of negative $9.7 million.  Accordingly, the additional recovery from unit 

operations has a net present value of $11.6 million, while the additional costs for the unit 

operations total approximately $5.5 million.  See Attachment 4 – Exhibit SC-1, showing the 

estimated value of the well’s production and the estimated drilling and operating costs 

(incorporated her as if fully set forth).  Accordingly, the evidence establishes that this factor 

weighs heavily in favor of unitization. 

(iv) The Unit Plan Meets the Requirements of OHIO REVISED CODE § 
1509.28 

 The Unit Plan proposed by XTO 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-lS 

and A-2S 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 

allocated 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 

supervision and conduct of unit operations are set forth in Article 14 of the Unit Plan, with each 

                                                 
6 See Attachment 4. 
7 See Attachment 4. 
8 See Attachment 4. 
9 See Attachment 4.  XTO emphasizes that these are only estimates, and like the rest of the estimates set forth in this 
Application, they should be treated as simply estimates based upon the best information available at the time. 





See Attachment 5 - Exhibit MM-l. Accordingly, XTO respectfully requests that a hearing on

this Application be scheduled at the Division's Columbus complex on or before March 16-17,

2016.

VI.
CONCLUSION

OHto RevrsED 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

operations exceeds its estimated additional costs. XTO respectfully submits that the Application

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

reasonable and satisfi'the requirements of Osro Revlsnt Cooe $ 1509.28(8). XTO therefore

asks the Chief to issue an order authorizing XTO to operate the Coffreld Unit A according to the

Unit Plan attached hereto.

Paul B. Westbrook (0092870)
HARRIS, Frxlny & Bocr.e, P.C.
777 Main Street, Suite 1800
Fort Worth, Texas 76102

Attorney for Applicant,
XTO Energy Inc.



PLAI{ FOR UMT OPERATIONS
COFFIELD IJNTT A

RICHLAIID TOWIISHIPS
BELMONT COUNTY, OHIO

The following shall constitute the Plan for Unit Operations applicable to the Coffield
Unit A in Richland Township, Belnont 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 zubstances therefrom, and to avoid wast'e and protect the correlative rights
ofthe owrers of interests therein

ARTICLE 2: DEF.INTTIONS

As used in this Plan for Unit Operations:

Division refers to the Ohio Deparhent of Natural Resources' Division of Oil and Gas
Resoruces Management.

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

OiI and Gas Rights are the rights to investigate, explorg prospec! drill, develop,
produce, market tanspor! and operate within the Unit Area for the production of Unitized
Substances, or to share in the production so obtained or the proceeds thereof, inoluding without
limitation the conducting of exploration, geologic and/or geophysical surveys by seismograph,
core test, gavity and/or magnetic methods, the injecting of gas, water, air or other fluids into the
Unitized Formatiorg the installatioq operation and maintenance of monitoring facilities, the
lalng of pipelines, building of roads, tanks, power stations, telephone lines, and/or other
shuctures.

Person is any individual, corporation, parhrership, association, receiver, trusteeo curator,
executor, administrator, guardian, fiduciary, or other representative of any kin4 any deparhnen!
agency, or insfunentaltty of the statg or any govemmental subdivision thereo{ or any other
entity capable of holding an interest in the Unitized Substances or Unitized Formation.

PIan means this Plan for Unit Operations for the Coffield Unit A, Richland Township,
Belnont County, Ohio, including unless otherwise expressly mentioned" any and all attachments
and exhibits hereto.

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

Royalty Owner is a Person who owns a Royalty Interest.

Tract means the land identified by a tract number in Exhibit 42 to the Unit Operating
Agreement.

ATTACIIMENT 1



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

Uncommitted Working fnterest Owner is a'Working Interest Owner, other than an
Unleased Mineral Owner, who has not agreed to, ratifi.ed or othenrise approved this Plan.

Uncommitted Workirg Interest Owners are likely, but not necessarily, to have
obtained their interest by lease.

Unit Area meens the lands shown on the plat attached as Exhibit Al 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 properly, lease and well equipment, plants, and
other facilities and equipment take,n 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 accormt of Unit Operations.

Unitized Formation msans the subsurface portion of the Unit Area located fifty (50) feet
above the top of the Utica formation to fifty (50) feet below the top of the Trenton formation.

Unit Operating Agreement means the modified A.A.P.L. Form 610-1989 Model Form
Operating Agreement that is attached hereto (identified as "Atlachment 2") and incorporated
herein by reference as if ftlly re-written herein and to which all Working Interest Owners are
deemed to be parties; provided, however, that in the event Working Interest Owners have agreed
to a separate joint operating agreement relating to the supervision and conduct of unit operations
contemplated herein" such operating agre€ment shall contol. The Unit Operating Agreement
contains provisions for credits and charges amoog Working Interest Owners for their respective
inveshents 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 Ptan,
excluding the Unit Operating Agreement, such other terms of this Plan shall govem.

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
Interest of a Working Interest Owner in each Tract by the Tract Participation of such Tract.



Unitized Substances are all oil, gas, gaseous substances, sul-fir, condensatg 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 instument 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 leaseo 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 Woiking Interest to the extent of 87.5% thereof and a
Royalty Interest to the extent of the 6ry1nining I2.5% thereof, zuch 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, ratifiication of, approval by, or consent to this Plan by the owner
of such Working Interest shall continue to be subject to such Working Interest brndens and
obligations that me stated in this Plan.

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

ARTICLE 2: CREATION AliD EX'trECT OF IINIT

OiI and Gas Rights Unitized. All Royalty Intsrests and Working Interests in Oil and
Gas Rights in and to tlre lands identified on Exhibits A-l and A-2 to the Unit Operating
Agreerrent are hereby unitized insofar &s, and only insofar as, the reqpective 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 Ownem, as lessees, and as if the
lease contained all ofthe provisions ofthis PIan.

Pereonal 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 ilxong 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 Formatior;
except for the purposs of determining pa;'rnents to Royalty Owners, shall be considered as

operations ullon or production from each portion of each Tract and such production or
operations shall continue in efilect 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
conducted and a well had been drilled on and was producing from each portion of each Tract.
Eaph lease shall remain in futl 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 constued 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. \I/orking 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 ndlor pluggrng and abandonment of any wellbore, equipment fixfires, facilities or
other properly located in, on or under the Unit Areaprior to the Effective Date ofthis Plan.

ARTICLE 3: IIMT OPERATIONS

Unit Operator. Unit Operator shall have the exclusive dght to conduct Unit Operations,
whish shall conform to the provisions ofthis 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 asreage 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 TTIE IINIT AREA DTVIDED BY TTIE TOTAL SURFACE
ACRES MTHIN TIIE IJNIT AREA.

ARTICLE 5: ALLOCATION OF UNTilZED SUBSTAITCES

Allocation of Unitized Substances. All Unitized Substances produced and saved shall
be allocated to the several Tracts in accondance with the respective Tract Participations effective
&ring 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 Trac! shall be
deemed for all purposes to have been produced from such Tract.

Distribution lVithin Tracts. The Unitized Substancas allocated to eaoh Tract or portion
thereof shall be disfributed 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 bave participated and shared in the production from
zuch Tract or in the proceeds thereof, had this Plan not been entered into, and with ttre 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 provicling for a different division, shall share in the Unitized Substances allocated
to the Trafi" 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 detemrined 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 1rns1 shall, for
the puqpose of this determinatiorg be deemed to have one (l) such well thereon.

ARTICLE 6: USE OR LOSS OF TINTTIZED SUBSTANCES

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

Royalty Payments. No royalty, oveniding royalty, production, or other payments shall
be payable on accormt of Unitized Substances used, losf or consumed in Unit Operations,
including without limitation the testing of the productivity of any wells drilled in the Unit Area.
Royalty payments shall be made to Unleased Mineral Ovmers beginning with the initial
distibution date forproduction of Unitized Substances from any well withinthe $/ise UnitB.

ARTICLE 7: TITLES

Wamanty and Indemnity. Each Person who, by acceptance of produced Unitized
Substances or the proceeds from a sale thereof, may claim to own a Working Interest or Royalty
Interest in and to any Tract or in tbe Unitized Substances allooated thereto, shall be deemed to
have waranted its tifle to zuch interes! and, upon receipt of the Unitized Substances or the
proceeds from a sale thereof to the credit of such int€rest, shall indemniff and hold harmless all
other Persons in interest from any loss due to failure, in ulhole or in parf of its title to any such
interest; providd 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 secwity 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 ulhich 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
juridiction or otherwise to the satisfaction of Working Lrterest Owners, whereupon tle proceeds
so held shall be paid to the Person rightfuUy 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 pemon so
tansfening, 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 evid.encing such change
in ownership.



ARTICLE 8: EASEMENTS' GRANTS, OR USE OF SURX'ACE

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 fhe 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 inigation ditch of a Royalty
Owner. Unit Operator may convert dry or abandoned wells in the Unit Area for uso as water
supply or disposal wells.

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

Unleased Properfy. Notwitbstanding anything in this Article 8 to the contrary, and
except where otherwise authorized by the Division, there shall be no Unit Operations conducted
on the surface of any property located within the Wise Unit B, 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 Wise Unit B, owned by a non-consenting Unleased Mineral Owner.

ARTICLE 9: CHANGE OF TTTLE

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

Waiver of Rights of Partition. No Person affected hereby shall resort to any action to,
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 Parlnership. 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 constued to create an
association or trust or to impose a partrership or fiduciary duty, obligation, or liability. Each
Person affected hereby shall be individually responsible for its own obligations.

No Joint or Cooperative Refning' 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 1L: EFF"ICTM DATE

Effective Date. This Plan shall become effective as of, and operations may commence
hereunder as ol 7:00 A.M. on the date of an effective order approving tlis 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 tlirly (30) days of zuch order becoming final and no longer subject to ftrther
appeal. In the event a dispute arises or exists with respect to this Plan, or the order approving
this rmit issued by the Division, Unit Operator may, in its sole discretion, hold the revenues from
the sale of Unitized Substances uotil such time as such dispute is resolved or, in the Unit
Operator's opinion, it is appropriate to distibute zuch revenues.

ARTICLE 12: TERM

Term. This Plan, unless sooner terminated in the marmer hsrsinafter provided, shall
remain in effect for five (5) years from the Effective Date and as long thereafter as Unitized
Substances are produced or ate 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 lnterest
Owners determine that Unit Operations aro 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 PIan terminates, and for zuch further period as is provided
by the lease or other agreement. The lelslisnships Among owners of Oil and Gas Rigbts shall
thereafter be gove,med by the terms and provisions of the leases and other insfuments, not
including this Plan, affecting the separate Tracts.

Certifrcate of Termination. Upon termination of this PlarU 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 tenninated and the Termination Date.

Satvaging Equipment Upon Temrination. If not otherwise granted by the leases or
other instruments affecting the separate Tracts, Working lrterest 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
4gent 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 eflect as if all
Persons had signed the same instument.



Commitment of Interests to UniL The approval of this Plan by a Person or their agent
shall bind that Person and oommit all interests owned or contolled bv that Person as of the date
of such approval, and additional interests thereafter acquired.

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 contolled by
such Person as of the date of such execution and any additional interest thereafter acquired.

ARTICLE t4: MISCELLANEOUS

Determinations by Working Interest Owners. Each Working Lrterest Owner shall
have a voting interest equal to its Unit Participation. A1l decisions, determinations, or approvals
by Working Inferest Owners hereunder shall be made by the affrrmative vote of one or more
parties haviog a combined voting interest of at least fiffy one percent (5M). No vote, however,
is required for such determinations ifthe Unit Operator owns or controls fifty one percent (51%)
ormore 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 reasor! such invalidity shail not be
construed to affect the validity of the rcpaining provisions of this Plan.

Laws and Regulations. This Plan shall be govemed 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, nrles, regulations, orders, and ordinances- Any
change of the Unit Area or any amendment to this Plan shall be in accordance with Ohio law
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OPERATINGAGREEMENT

THIS AGREEMENT, entered into by and between XTO Eners.v Inc

hereinafter designated and referred to as "Operator," and the sigratory party or parties other than Operator, sometimes

hereinafter refened to individually as 'Non-Operator," and collectively as "Non-Operaton."

WTINESSETH:

WHEREAS, the parties to this agreement ars ownen of Oil and Gas Leases and/or Oil and Gas Interests in the land

identified in Exhibit "d" and the parties hereto have reached an agreement to explore and develop these Leases and/or Oil

and Gas lnterests for the production ofOil and Gas to the extent and as hereinafter provided,

NOW, TFIEREFORE, it is agreed as follows:

ARTICLE I.
DEFINITIONS

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

A The term "AFE" shall mean an Authority for Expenditure prepared by a party to this agreement for the purpose of

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

B. The term "Completion" or "Completer 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 ofthe 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 aad Gas

lnterests are described in Exhibit uA.n

D. The term "Deepen" shall mean a single operation whereby a well is drilled to an objective Zone below the deepest

Zone in which the well was previously tlrille4 or below the Deepest Zone proposed in the associated AIE, whichever is the

lesser. When used in connection with a Horizontal lilell. the term *Deepenl'-shall mean an operation wh-e!'eby a Lateral is ddlled to

3;DdflStiTB+;$i?Jg{lTit $,illt Pot$}ff1"t""'"t"llqlff$l",S"Tf,',""t1'fl.{96i$bl3ffJf,l6n 
approved bv rhe consenting Parties'

E. The term oDisplacement'shall mean the length of a Lateral.

F. 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.

G. The term "Drilling Unit" shall mean the area fixed for the drilling of one well by order or rule of any state or federal

body having authority. If a Drilling Unit is not fixed by any such rule or order, a Drilling Unit shall be the drilling unit as

established by the pattem ofdrilling in the ContactArea unless fixed by express agreement ofthe Drilling Parties.

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

p"!tr$J &"t sJ.l,'il.'bii'iifb#tl?."9$I'ffiffiX.al'n'*frfiiit;iltH'lT""i'.1'l '*fl?.ilh'Ji,'.hmff, H[i,lsff,f";ht*,{l*rl\s

Rig untir,ila I"* l"lg;$98ft"""f$.iliF"gTffi9f.Hili$efh,stl,sie"*f\frf"!i,p.ff8[rtf,tf#'st$[3$f i""tffi[?l'*e ora spudder

necomnret{il iT0"'Jit#ff#ffttYo#"flt"S\f"'fr8"x#itlri%lquHgrSti'3oPIo#""" 
Laterals which are drilred' Comnreted or

in rhe dbjective rormafion(s) and (ii) exceeds the verticel component orrhe compreti"ilf",q*#f""$f351ft:fi98i#Hfl|d8gSet 
(l0o)

I(. The term "Lateral' shall mean that nortion of a wellbqre that-deviat$s from-appreximate vertical orientation to
approximalC hoffoiital orititation and all wellbore beyond such deviation to a Total Measured D6pth.

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.

M. The terms 'Non-Drilling Party" and 'Non-Consenting Party" shall mean a parly who elects not to participate in a

proposed operation.

N. 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 ofthis term is

specifically stated.

O. The term "Oil and Gas Interests" or "lnterests" shall mean unleased fee and mineral interests in Oil and Gas in tracts

of land lying within the Contact Area which are owned by parties to this agreement.

P. The terms "Oil and Gas L€ase," "Lease" and "Leasehold" shall mean the oil and gas leases or interests tlerein

covering tacts ofland lying within the Contract Area which are owned by the parties to this agreement.

Q. The term "Plug Back" shall mean a single operation whereby a deeper Zone is abandoned in order to attempt a

F.:ffi1'89*$ifftfll"#n ?gi:;"Y#ril$ffigity',"#f"'$B}' #lh. ?"HJfttfliHl X[.Jlafl"?'o,l$f.:'#6*?%ff'otlnffaru" m$f,f.l's
trot in an exftting Lateral.

R. The term "Recompletionn or nReoomplete" 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.
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S. The term 'Rework' shall mean an operation conducted in the wellbore of a well after it is Completed to securq

restore, or improve produotion in a Zone whioh is cunently 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 Recompleting, or Plugging Back of a well.

T. The term usidetackn shall mean the directional control and intentional deviation of a well from vertical so as to

change the bottom hole location unless done to shaighten the hole or drill aroundjunk in the hole to overcome other

mechanical difficulties. When used in connection with a Horizontal Well. tbe term "Side-track sha[ qean the directi-onal contro!

fi""3pg8li$i8,Sr'*3"[."#i[qi#8h:'t{."6."f*ilil..(3llSf,iJhi'&19fiJ[%.1"."3"3l.'"'fi.qiffi$"J.3[f"iiff'dfth[1,1H.J:e 
approved

no,i,oot"ruwfrT'"'fir"#dJs$%xffilytlrd:fi&3"s[ffi#"tfF.'$s$f.l3tgsdffH#]ftIr1""t 
ortn' verticar component of a

V. The term cTerminus'shall mean the furthest point drilled in the Lateral.

W. The term 'Total Measured Deoth.'when used in counectioq witb a llorizo-ntal Well, shall [0ean the di-strnce ffqtr
tbe surface of the cround to the rerminus- ds 

'neasuredafriongiT#n#Silthq,.*,Y:ift:ilr.*flflffir1,f1|.,$t%Ult.ffi$+$f#$*
xg"TT"ttft$ls33hd[gf:[?lif#'J#*t"s 

dt;'$Jffi B+fdffiforu".o Depth' insofar as it appries ro such sve[.

X. The term 'Yertical Well" shall mea:r a well drilled Completed or Recompleted other than a Horizontal Well.

Y. The term "Zone" shall mean a statum of earth containing or thought to contain a common accumulation of Oil and

Gas separately producible from any other common accumulafion of Oil and Gas.

Z -The term "lnitial Well'l shal rneqn tfie well described iq Article VLA
Unles-s the cbn-td*t otheiwise cledilt-ihdicaibs; woials naedin Aie Singular include the plural, the word "personn includes

natural and artificial persons, the plural includes ttre singular, and any gender includes the masculine, femininq and neuter. ISCRIVENER'S

INSTRUCTION: Be careful to check the applicable leases and state statute and/or regulalion for possible conflicting definitions.l

ARTICLEII.
E}GIIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:

X A. Exhibit nA," shall mean all sub<xhibits as appropriate, including Exhibit "A-1" and shall include the following information:

(l) Description oflands subject to this agreemen!

(2) Restrictions, ifany, as to depths, formations, or substancss,

(3) Parties to agreement with addresses and telephone numbers for notice purposes and fax numbers,

(4) Percentages or fractional interests ofparties to this agreemen!

(5) Oil and Gas Leases and/or Oil and Gas Interests subject to this agreemen!

(6) Burdens on production.

B. Exhibit "B," Form of Lease.

C. Exhibit'C," Accounting Procedure.

D. Exhibit "D," Insurance.

E. Exhibit "E,n Gas Balancing Agreement.

F. Exhibit "F," Non-Discrimination and Certification of Non-Segregated Facilities.

@ip
. .If any provision of any exhibit except Exhibits nE,' uF' and "G" to the extent attached, is inconsistent with any provision

contameo m

the body ofthis agreernen! the provisions in the body ofthis agreement shall prevail.

ARTICLEIn.
INTERESTS OFPARTIES

A. Oil and Gas Interests:

Ifany party owns an Oil and Gas lnterest in the Conhact Are4 that lnterest shall be treated for all purposes ofthis

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 thereofshall be deemed to own both royalty interest in such lease and the interest ofthe lessee thereunder.

B. Interests ofParties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be bome

and pai4 and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their

interests are set forth in Exhibit'A." In the same mamer, the partie$ shall als,o.own allpro{uction of Oil and Gas from the

contract Area subjec! however, to the payment of royalties,P*trrJ$trtt*Xtlttfrool8$$3f;io",fd"JJrrti"#'a%r.uno.

Regardless ofwhich party has contibuted any Oil and Gas Lease or Oil and Gas Interest on which royalty or other

burdens may be payable and except as otherwise expressly provided in this agreement, each party shall pay or deliveq or

cause to be paid or delivered all burdens on ic share ofthe production from the Contract Area up to, but not in excess of;

and shall indemniff, defend and hold the other parties free from any liability therefor.

Except as otherwise expressly provided in tlis agreement, ifany party has contributed hereto any Irase or Interest which is

burdened with any royalty, oveniding royalty, production payment or other burden on production in excess ofthe amounts

x
x
x
X
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stipulated above, such party so burdened shall assume and alone bear all such excess obligations and shall indemniS, defend

and hold the other parties hereto harmless fiom any and all claims aJFibutable to such excess burden. Heveve6*e-Ieng-as

dre Drilling Unit fer *re preduetive Zenc(s) is itlended with t$e €entraet 4{eq ea€h -arry shdl pay er dcliver; er eause to

bc pdd er deliveed, dl buralens en predueden *em *re eenmaet isea iluc under the terms ef the eil and Gas Lease(s)

tiaSiliqr*ereg* See Article XVI.P for additional provisions.

No party shall ever be responsible, on a price basis higher than the price received by such parly, to any other party's

lessor or royalty owner, and ifsuch other party's lessor or royalty owner should demand and receive settlement on a higher

price basis, the parly contibuting the affected kase shall bear the additional royalty bwden affibutable to such higher price.

Nothing contained in this Article III.B. shatl be deemed an assignment or cross-assignment ofintcrests covered hereby,

and in the event two or more parties contribute to this agreement jointly owned kases, the parties' undivided interes8 in

said Leaseholds shall be deemed separals leasehold interests for the purposes ofthis agreement.

C. Subsequently Created Interestsi

If asj' parV has €entribut d h€rcte a teas

ieg

i

r casc er hterest ts excecd

the parry whese intercst is burdencd wit*r tlre Subsequently erealed krtcrest-(tlre "Burdened ParE') shdl assusne and

oharg€abte h€rcEndcrr dt provis

,a
See Article XVI.E for

hdditional proVision. 
ARTICLE tV.

TITLES

A. Title Examination:

Title examination shall be made on the Drillsite of any proposed well prior to commencement of drilling operalions and,

if a majority in interest of the Drilling Parties so request or Operator so elects, title examination shall be made on the eirtire

Drilling Uni! or maximum anticipaed Drilling Uni! ofthe well. The opinion will include the ownership ofthe working

interest, minerals, royalty, oveniding royalty and production payments under the applicable Leases. Each party contributing

Leases and/or Oil and Gas lnterests to be included in the Drillsite or Drilling Unig if appropriale, shall fumish to Operator

dl absfacts (including federal lease status reports), title opinions, title papers and curative material in its possession free of

charge. All such informalion not in the possession of or made available to Operator by the parties, but necessary for the

examination of the titlq shall be obtained by Operator. Operator shall cause title to be examined by attomeys on its staffor

by outside atromeys. Copies of all title opinions shall be fumished to each Drilling Party. Costs incuned by Operator in

procuring abstracts, fees paid outside attomeys for title examination (including preliminary, supplemental, shut-in royalty

opinions and division order title opinions) and other direct charges as provided in Exhibit uCu shall be bome by the Drilling

Parties in the proportion that the interest of each Drilling Parly bears to the total interest of all Drilling Parties as such

interestsappearinExhibit"A." Operatorshallmakenochargeforservicesrenderedbyitsstaffattomeysorotherpersonnel

in the performance of the above functions.

Each party shall be responsible for securing curative matter and pooling amendments or agreements roquired in

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

and recording ofpooling designations or declaxations and communitization agteements as well as the conduct ofhearings

before govemmental agencies for the securing ofspacing or pooling orden or any other orders necessary or appropriate to

the conduct of operations hereunder. This shall not prevent any party fiom appearing on its own behalf aJ such hearings.

Costs incuned by Operator, including fees paid to outside aitomeys, which are associated with hearings before govemmental

agencies, and which costs are nec€ssary and proper for the aotivities contemplated under this agreement, shall be direot

charges to thejoint account and shall not be covered by the adminisfative overhead charges as provided in Exhibit "C."
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Operator shall make no charge for services rendered by its staffattomeys or other persorurel in the performance ofthe above

functions.

No well shall be drilled on the Conhact fuea until after (l) the title to the Drillsite or Drilling Unit, if appropriatq has

been examined as above provided, and (2) ttre title has been approved by the examining attomey or title has been accepted by

all of the Drilling Parties in such well.

B. Loss or Failure of Title:
1. Failure ofTitle: Should any Oil and Gas Interest or Oil and Gas Lease be lost through failure oftitle, which results in a

reduction ofinterest Aom that shown on Exhibit "d" the party credited with contributing the affected Lease or lnterest

(including ifapplicable, a successor in interest to such party) shall have ninety (90) days from final determination oftitle

failure to acquire a new lease or other instrument curing tle entirety ofthe title failure, which acquisition will not be subject

to Article VIII.B., and failing to do sq this agreernen! nevertheless, shall continue in force as to all remaining Oil and Gas

Leases and lnterests; and"

(a) The party oedited with confiibuting the Oil and Gas Lease or Interest affected by the title failure (including if
applicable, a successor in interest to such party) shall bear alons 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 incune4 but there

shall be no additional liability on its part to the other parties hereto by reason ofsuch title failure;

(b) There shall be no retoactive adjustnent ofexpenses incuned or revenues received from tie operation ofthe

Lease or Interest which has failed, but the interests ofthe parties contained on Exhibit "A" shall be revised on an acreage

basis, as ofthe time it is determined finatly thal title failure has occuned, so that the interest ofthe party whose Lease or

Interest is affected by the title failure will thereafter be reduoed in the Contact Area by the amount ofthe Lsase or Interest failed;

(c) Ifthe proportionate interest ofthe other parties hereto in any producing well previously drilled on the Contract

Area is increased by reason ofthe 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 tle proceeds atributable 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 lnterest;

(d) Should any peaon not a parfy to this agreemenq who is determined to be the owner ofany Lease or Interest

which has failed, pay in any manner any part ofthe cost ofoperation, developmen! or equipmen! such amount shall be paid

to the party or parties who bore the costs which are so refunded;

(e) Any liability to account to a person not a party to this agreement for prior production ofOil and Gas which arises

by reason oftitle failure shall be bome severally by each party (including a predecessor to a cunont party) who received

production for which such accounting is required based on the amount ofsuch production received, and each such party shall

severally indemniff, defend and hold harmless all other parties hereto for any such liability to account;

(f No charge shall be made to thejoint account for legal expenses, fees or salaries in connection with the defense of

the kase or Interest claimed to have failed, bnt ifthe party contibuting such Lease or Interest hereto elects to defend its title

it shall bear all expenses in connection tlerewith; and

(g) If any party is givon credit on Exhibit nAn to a Lease or Interest which is limited solely to ovnership of an

interest in the wellbore ofany well or wells and the production there&or1 such party's absence ofinterest in the remainder

of the Contact Arca shall be considered a Failure of Title as to such remaining Contact Area unless that absence of interest

is reflected on Exhibit "A."

2. Loss by Non-Payment or Enoneous Payment of Amount Due: If, tkough mistake or ovenight 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 enoneously paid, and as a result a Lease or lnterest terminates, there shall be no monetary

liability against the party who failed to make suoh paymenl 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 ofthe failure to make

proper payment, which acquisition will not be subject to Article VIII.B., the interests of tle parties reflected on Exhibit "A"

shall be revised on an acreage basis, efeotive as ofthe dafe oftermination ofthe Lease or lnterest 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, af the time ofthe loss, from the proceeds ofthe sale ofOil and Gas attributable to the lost Lease or Interest

calculated on an acreage basis, for the development and operating costs previously paid on account ofsuch Lease or lnterest,

it shall be reimbused for unrecovered actual costs previously paid by it Out not for its share ofthe cost ofany dry hole

previously drilled or wells previously abandoned) from so much ofthe following as is necessary to efect reimbunernent:

(a) Proceeds ofOil and Gas produced prior to termination ofthe Lease or Interest less operating expenses and lease

burdens chargeable hereunder to the person who failed to make paprent previously accrued to the credit oftle lost Lease or

lnterest on an acreage basis, up to the amount ofunrecovered costs;
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(b) Proceeds ofOil and Gas, less operating expenses and lease burdens chargeable hereunder to the penon who failed

to make paymen! up to the amount ofunrecovered costs attributable to that portion ofOil and Gas thereafter produced and

marketed (excluding production ftom any wells thereafter drilled) which, in the absence ofsuch Lease or lnterest termination,

would be atfibutable to the lost Lease or Interest on an acreage basis and which as a result ofsuch Lsase or Interest

termination is credited to otler parties, the proceeds ofsaid portion ofthe 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 ofunrecovered costs, that may be paid by any party who is, or becomes, tle owner

ofthe Lease or lnterest los! for the privilege ofparticipating in the Conhact Area or becoming a party to this agreemsnt.

. 3, tuL-- r ^-.
rV,B,l, and fV,B,2, ab

express er i{aplied eeve-a*6 have net bcen perfrrmcd (ethcr t$an pcrfersanee whieh requires edy thc paynent ef mency);

4. Curing Title: In the event of a Failure of Title underArticle [V.B.l. or a loss of title under Article IV.B.2. above, any

Lease or Interest acquired by any party hereto (otha than the party whose interest has failed or was lost) during the ninety

(90) day period provided by Article IV.B.I. and Article IV.B.2. above covering all or a portion ofthe interest thal has failed

or was lost shall be offered af cost to the party whose interest has failed or was los! and the provisions ofArticle VIII.B.

shall not apply to such acquisition.

ARTICLEV.
OPERATOR

A. Designation and Responsibilities of Operator:

XTO Energy Inc. shall be the Operator ofthe Contact Are4 and shall conduct

and direct and have full conhol of all operations on the Contract Area as permitted and required by, and within the limits of

this agreement. In its performance ofservices hereunder for the Non-Operators, Operator shall be an independent conhactor

not subject to the confiol or direction ofthe Non-Operators except as to the t)?e ofoperation 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 incuned by Operator as to any third

party. Operator shall conduct its activities uader this agreement as a reasonable prudent operator, in a good and workmanlike

manner, with due diligence and dispatctr, in acoordance wittr good oilfield practice, and in compliance with applicable law and

except such as may result from gross negligence or willfirl misoonduct.

B. Resignation or Removal ofOperator and Selection ofSuccessor:

l. Resisration or Removal of Operafor: Operator may resign at any time by giving written notics thereof to Non-Operators.

IfOperator terminates its legat existence, no longer ovns an interest hereunder in the Contract Are4 or is no longer capable of
serving as Operator, Operalor shall be deemed to have resigned without any action byNon-Operaton, except the selection ofa

successor. Operator may be removed only for good cause by the afrrmative vote of Non-Operators owning a majority interest

based on ownership as shown on Exhibit "A" remaining after excluding the voting interest ofoporator; 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 ofthe notice or, ifthe default concems an

operation then being conducted, within forty-eight (48) houn of its receipt of the notice. For purposes hereof, "good cause" shall

mean not only gross negligence or willful misconduct but also the material breach of or inability to meet the standards of
operation contained in Article XVI.A or material failure or inability to perform its obligations under this agreement.

Subject to Article VILD.l., such resignation or removal shall not become effective until 7:00 o'clock A.M. on the first

day ofthe calendar month following the expiration ofninety (90) days after the giving ofnotice ofresignation by Operator

or action by the Non-Operators to remove Operator, unlsss a successor Operator has been selected and assumes the duties of
Operator at an earlier date. Operator, after effective date ofresignation or removal, shall be bound by the terms hereofas a

Non-Operator. A change of a corporate name or stucfure of Operator or transfer of Operato/s interest to any single

subsidiary, parent or successor corporation shall not be the basis for removal ofOperator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator under any provision ofthis agreement a

successor Operator shall be selected by tle parties. The successor Operator shall be selected ftom the parties owning an

interest in the Contact Area at the time such successor Operator is selected. The successor Operator shall be selected by the
p-artv(s)

affirmative vote of g*e@riiirier+parties owning a majority interest based on ownership as shown on Exhibit "A";
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provided however, if an operaror which has been removed or is deemed to t un. ,.r?S.tf,tgti!ii'"""?y&lBtLtt8lti'# 
the contract Area

succeed itself, the successor Operator shall be selected by ttre affirmative vote ofthe party or parties owning a majority

interest based on ownenhip as shown on Exhibit "A' remaining after excluding the voting interest of the Operator thal was

removed or resigred. ** The 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 ofthe

successor operator. Any cost of obtaining or copying the former Operato/s records and data shall be charged to the joint

i3'filhfi.tii.:5BltT'I"[]gsilh""1flf."3"1EifftJh,ftt'".,ffif ,%1Tr'"1Bi..ofr1,?1fi'fl#iiTl#l,s'Hi?Jsil$.'$,lhd.g8l8flAnar 
the

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

resigned without any action by Non-Operafo6, except the selection ofa successor. Ifa petition for reliefunder the federal

bankruptcy laws is filed by or against Operator, and the removal ofOperalor is prevented by the federal bankruptoy court all

Non-Operators and Operator shall comprise an interim oper*ing committee to serve until Operator has eleoted to reject or

assume this agreement pursuant to the Bankruptcy Code, and an election to reject this agreement by Oporator as a debtor in

possession, or by a trustee in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operaton,

except the selection of a successor. During the period oftime the operating commitlee contols operations, all actions shall

require the approval of two (2) or more parties owning a majority interest based on ownenhip as shown on Exhibit "A' In

the event tlere are only two (2) parties to this agreemen! during the period of time the operating committee controls

operations, a third party acceptable to Operator, NonOperator and the federal bankruptcy court shall be selected as a

member of the operating commit&e, and all actions shall require the approval of two (2) members of the operaing

committee without regard for their interest in the Contact Area based on Exhibit "A."

C. EmployeesandContractors:

The number ofemployees or contactors used by Operator in conducting operations hereunder, their selection, and the

hours oflabor and the compensation for services performed shall be determined by Operalor, and all suoh employees or

conhactors shall be the employees or oonfactors ofOperator.

D. Rights and Duties of Operator:

1. Competitive RaJes and Use of Affiliates: All wells drilled on the Conhact fuea shall be drilled on a competitive

contact basis at the usual rates prevailing in the area- If it so desires, Operator may employ its own tools and equipment in

the drilling ofwells, but its charges therefor shall not exceed the prevailing rates in the area and the rate ofsuch charges

shall be agreed upon by the parties in writing before drilling operations are commenced, and such work shall be perfonned by

Operator under the same terms and conditions as are customary and usual in the area in contracts of independent contactors

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 d competitive rates, pursuant to written agresment, urd in accordance with oustoms and

standards prevailing in the indusby.

2. Discharge ofJoint Account Obligations: Except as herein otherwise specifically provided, Operator shall promptly pay

and discharge expenses incuned in the dwelopment and operaion of the Contract Area pursuant to this agreement and shall

oharge each ofthe parties hereto with their respective proportionate shares upon the expense basis provided in Exhibit 'C."

Operator shall keep an accurate record ofthejoint account hereunder, showing expenses incuned 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

ofcontacton and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or in

respect ofthe Contact Arca or any operations for thejoint account thereof, and shall keep the ContactArea fiee from

liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute as to services rendered or

materials supplied.

4. Custody ofFunds: Operator shall hold for the account ofthe Non-Operators any funds ofthe Non-Operators advanced

or paid to the Operator, either for the conduct ofoperations hereunder or as a result ofthe sale ofproduction from the

Contact Are4 and such funds shall remain the funds ofthe Non-Opsrators 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 ofdebts as

provided in Article WI.B. Nothing in this paragraph shall be constued to establish a fiduciary relationship between Operator

and Non-Operaton for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in

this paragraph shall require the maintsnance by Operalor ofseparale accounts for the funds ofNon-Operaton unless the

o*" "*T;;.::'JJ'::lJoffi;* 
-u *r**, -onemror shar, except as othenrise provided herein, permit.Sfll'f$g&k#,

oritsdulyautho.i,.d,.p,.,.ffiso1eriskandcos!fullandfreeaccessatallreasonab1etimesto
all operations ofevery kind and character being conducted for thejoint account on the Contact Area and to tle reoords of

operations conducted thereon or production therefronr, including Operato/s books ald records relaling thereto. Such aocess
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rights shall not be exercised in a manner interfering with Operato/s conduct ofan operation hereunder and shall not obligate

Operator to tumish any geologic or geophysical data of an interpretive nature 
"tmff,n$pft*,*aration 

of such

interpretive dda was charged to the joint account. Operator will fumish to each / l,{e+€p#der ulon request copies of any

and all reports and information obtained by Operator in connection wittr production and related items, including, without

limitation, meter and chart reports, production purchaser statoments, run tickets and monthly gauge reports, but excluding

purchase contacts and prioing information to the extent not applicable to the production ofthe Consenting Parly seeking the

information Any audit ofOperato/s records relating to amounts expended and the appropriateness ofsuch expenditures

shall be conducted in accordance with the audit protocol specified in Exhibit "C."

6. Filins and Fumishing Govemmental Reports: Operator will filq and upon written request promptly fumish copies to

.u.t rcnu.rl$FRffi, not in default of its payment obligations, all operational notices, reports or applications

required to be filed by looal, State, Federal or Indian agencies or auttrorities havingjurisdiction over operations hereunder.

Each Non-Operator shall provide to Operator on a timely basis all information necessary to Operator to make such filings.

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

limited to the Initial well:
(a) Operaror wilf prornpUy fffi3.9$ffiS$S#"f the date on which the well is spudded, or the date on which

drilling operations are commenced. ^
;(b) pperator will r.fiet* f*3#S€#gtJ"ch reports, test results and notices regarding the progress of operations on the

fflltTfi89 fi3ffi"-rr"* shall reasonably reques! including but not limited to, daily drilling reports, completion reports, a:rd well logs.

F) eperater shdl adcE'*ely est dl Zenes eneeuntered whieh may reasenably be expeeted te be eapable efpreduehg

eil and Gas in paying quandties as a result efeurnin*ien efthe eleetrie leg er any ether legs er eeres er tests eond"etcd

h€reund€*

8. Cost Estimates: Upon request of any Consenting Party, Operalor shall fumish ,e$tinates 9f cung4! aq{ -qum-ulative .cpsts-

incuned for the joint aooount ar reasonable intervals during the conduct of any op.*tlory il,Ht*rit$"tiTit'#.oe1fl&Tot 
consenting Parties

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 oftle state where the operations are being conducted; provide4 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 thejoint account shall

beasprovidedinExhibituC.'Operatorshallalsocarryorprovideinsuranceforthebenefitofthejointaccountoftheparties

as outlined in Exhibit "D" afiached hereto and made a part hereof. Operator shall require all contactors engaged in work on

or for the Contact Area to comply with the workers compensation law of the state where tle operations are being conducted

and to maintain such other insurance as Operator may require.

ln the event automobile liability insurance is specified in said Exhibit "D," or subsequently receives the approval ofthe

parties, no direct charge shall be made by Operator for prerniums paid for such insurance for Operatods automotive

equipment.

ARTICLEVI.
DRILLING AND DEVELOPMENT

A. Initial Well:

Operator shall commence operations for the drilling ofthe Initial

Well at the felle*hg location to be determined at the sole discretion of the Operator, within one (1) year ofthe effective date of the

Unitization Order issued by the Division,

Apd shall thereafter continue the drilling of the well with due diligence to a depth to test the Mareellu+er Utica/Point Pleasant Shale
_FOrmanon.

;ba;

The drilling ofthe Initial Well and the participation therein by all parties is obligatory subject to Article VI.C.1. as to participation

in Completion operations and Article VI.F. as to termination of operations and Article XI as to occunence of force majeure.

and.expensFs oI dnl!
DOnrOrI OI me COSI OI
3uch Non{onsentins
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B. SubsequentOperations: 
Ooerator

^ I . Proposed Ooerationi :'lf /-Cny+ary+erete should desire to drill any well on the Contact Area e{her*anSe&itiaFilell, or
Qperator. .-:. . .-l
if7 aoy-pary should desire to Rework, Sidetrach 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, Reworlq Sidetraclg Deepen, Recomplete or Plug Back such a well shall give written

notice ofthe 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 ofa proposal for Sidetacking or Deepening specifing the work to be

performed, the location, proposed dept[ objective Zone and the estimated cost ofthe opera.tion. Theparties.to whom such a

noticeisdeliveredshal1havetrrirry(30)daysafrerreceiptofthenoticewithinwhichtonotifythe/fu
whether they elect to participate in the cost ofthe proposed operation. If a drilling rig is on location, notice of a proposal to

Reworlg Sidetraclq Recomplete, Plug Baok or Despen may be given by telephone and the response period shall be limited to forly-

eight (48) houn, exclusive of Sahrday, Sunday and legal holidays. Failure of a party to whom such notice is delivered to reply

within the period above fixed shall oonstitute an election by that party not to participate in the cost ofthe proposed operation.

Any proposal by a party to conduct an operafion oonflicting wittr the operation initially proposed shall be delivered to all parties

within the time and in the manner provided inArticle VI.B.6. See Article XVIJI.
Ifall parties to whom such notice is delivered elect to participate in such a proposed operation, the parties shall be

contactually 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 expirdion ofthe notice period oftlfrty (30) days (or as

promptly as practicable after ttre expiration ofthe forty-eight (48) hour period when a drilling rig is on locatio4 as the case

may be), actually oommenoe the proposed operation and thereafter complete it with due diligence at the risk and expense of
the parties partioipating therein; provided, howeveq said commencement date may be extended upon written notice of same

by Operat r to the other parties, for a period of up to thirty (3 0) additional days it in the sole opinion of Operator, such

additional time is reasonably necassary to obtain permits from govemmental authorities, surface rights (including rightsof-

way) or appropriate drilling equipment, or to complete title examinalion or curative mafier required for title approval or

aoceptance. If the actual operalion has not been commenced witlin the time provided (including any extension thereof as

specifloally permitted herein or in the force majeure provisions of Article )([) and if any party hereto still desires to conduct

said operatio4 writtur 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

Sidehack is made hereunder shalt ifsuch parties desire to participate in the proposed Deepening or Sidetracking operatio4

reimbune the Drilling Parties in accordance with Article VI.B.4. in the event of a Deepening operation and in accordanc€

with Article VLB.5. in the event of a Sidetracking operation.

2. Operations by Less Than All Parties:

(a) Determination ofParticipation. Ifany party to whom such notice is delivered as provided in Article VI.B.l. or

VI.C.1. (Opllon No. 2) elects not to participate in the proposed operation, then, in order to be entitlod to the benefib ofthis

articte,tneYfuandsuchotherpartiesasshallelecttoparticipateintheoperationshaII,no
later than ninety (90) days after the expiration ofthe notice period ofthirty (30) days (or as promptly as practicable after the

expiration of the forty-eight (48) hour period when a drilling rig is on locafion, as the case may be) actually commence the

proposed operation and oomplete it wittr due diligence. Operator shall perform all work for the account ofthe Consenting

Partieqarevi4

ri

is

agrccm*r' 
oDerator

If less than all parties approve any proposed operation, the /pre$esingpary, immediately after the expiration of the

applicablb notice period, shall advise all Parties ofthe total interest ofthe parties approving such operation and ib
recommendaiion as to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party,

within fortypight (48) hours (exclusive ofSaturday, Sunday, and legal holidays) after delivery ofsuch notice, shall advise the
. uperFrQr.

pr€pssingfary / of its desire to (i) limit partioipation to such party's interest as shown on Exhibit "A" or (ii) carry only its

proportionate paxt (determined by dividing such party's interest in the Contract Area by the interests ofall Consenting Parfies in

the Contact Area) ofNon-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 Pady did not elect to take. Any interest ofNon-Consenting Parties that is not caried by a
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Consenting Party shall be deemed to be canied by the party proposing the operation ifsuch party does not withdraw its

proposal. Failure to advise the /pg$3!?i3;aq, 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-psponse shall not exceed a

total offo4y€ight (48) hours (exclusive of Saturday, Sunday and legal holidays). Thelprep$!+&, at its election, may

withdraw such proposal ifthere is less than 100% participation and shall notify all parties ofsuch deoision within ten (10)

dap, or within twenty-four (24) houn if a drilling rig is on locationnfolJgyp8 exniration of the applicable response period.

If 100% subscription to the proposed operation is obtained, the / prdftlfei,ary shall pmmptly notiff the Consenting Parties

oftheir proportionate interes8 inthe operation and the pary+e+ing{s Operator shall commence such operation within the

period provided in Article VI.B.l., subject to the same extension right as provided therein.

(b) Relinquishment oflnterest forNon-Partioipation. The entire cost and risk ofconducting zuch operations shall be

bome by the Consenting Parties in the proportions ttrey have elected to bear same under the terms ofthe preceding

paragraph. Consenting Parties shall keep the leasehold estates involved in such operations free and clear of all liens and

encumbrances ofevery kind created by or arising from the operations ofthe Consenting Parties. Ifsuch an operafion results

in a dry hole, then subject to Articles VI.B.6. and VI.E.3., the Consenting Parties shall plug and abandon the weU sad+estor€

the+n+faeoleca+ien** at their sole cost risk and expense; provide( however, that those Non-Consenting Partic that

participated in the drilling, Deepening or Sidetacking ofthe well shall remain liable for, and shall pay, tleir proportionale

sharesofthecostofpluggingandabandoningtheweIl@**insofaronlyasthosecostswerenot
increased by the subsequent operations ofthe Consenting Parties. Ifany well drilled, Reworked, Sidetracked, Deepened,

Recompleted or Plugged Back under the provisions ofthis Article results in a well capable ofproducing Oil and/or Gas in

palng quantities, the Consenting Parties shall Complete and equip the well to produce d their sole cost and rish and the

well shall then be tumed over to Operator (ifthe 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 operafions for the drilling Reworking

Sidetracking Recompleting Deepening or Plugging Back of any such well by Consenting Parties in accordance with the

provisions ofthis Article, 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 ofsuch Non-

CpusenfurgP-artybjqterest in the well and share ofproduction therefrom or, in the case ofa Reworking Sidetacking** See Arfcle XVI.I.
Deep-ening; Reiomflldting or Plugging Baclg or a Completion pursuant to Article VI.C. l. Option No. 2, all of such Non-

Consenting Party's interest in the production obtained from the operation in whioh the Non-Consenting Party did not elect

to participate. Such relinquishment shall be effective until the proceeds of the sale of such share, calculaled at the well, or

market value thereofifsuch share is not sold (after deducting applicable ad valorem, productior; severance, and excise taxes,

royalty, oveniding royalty and other interests not excepted by Article III.C. payable out ofor measured by the production

ftom such well accruing with respect to such interest until it reverts), shall equal the total ofthe following:

(D 150 % of each such Non{onsenting Party's share of the cost of any newly acquired surface equipmmt

beyond the wgtthg* connections (inoluding but not limited to stock tanla, separators, treaten, pumping equipment and

piping), plus / {d0% of each such Non-Consenting Party's share of the cost of operation of the well commencing with first

production and continuing until each such Non{onsenting Party's relinquished interest shall revert to it under other

provisions ofthis Article, it being agreed that each Non-Consenting Party's share ofsuch costs and equipment will be that

interest which would have been chargeable to such Non{onsenting Party had it participated in the well from the beginning

ofthe operations; and

(ii) 150 %of(a)thatportion ofthe costs and expenses ofdrilling; Reworking Sidetacking Deepening

Pluegi$g,Bac( testing Completing and Recompleting after deducting any cash contributions received under Article VIILC.,

""Oli"f-'fBl 
0rat portion of the cost of newly acquired equipment in ttre well (to and including the wellhead connections),

which would have been chargeable to such Non4onsenting Party if it had participaled therein.

Netwitbskndkrg arry&fuig te the eenrary kr this ,4stiele VI,B,; if the well does net rea€h the dcepest ebjeetive Zorr

Nen eensentng pargr wUe s*mitee or v

isions

(c) Reworkin$ Recompleting or Plugging Back. An election not to participate in the drilling Sidehacking or

Deepening of a well shall be deemed an election not to participate in any Reworking or Plugging Back operalion proposed in
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such a well, or portion thoreof, to which the initial non-consent election applied that is conducted al any time prior to full

recovery by the Consenting Parties of the Non-Consenting Party's recoupment amount Similarly, an election not to

partioipate in the Completing or Recompleting of a well shall be deemed an election not to participate in any Reworking

operalion proposed in such a well, or portion thereof, to which tle initial non-consent election applied tlat is conducted at

any time prior to fi.rll recovery by the Consenting Parties of the Non{onsenting Party's recoupment amounl Any such

Reworking Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed part ofthe

cost of operalion of said well and there shall be added to the sums to be recouped by the Consenting Paxties 150_% of
that portion ofthe costs ofthe Reworking, Recompleting or Plugging Back operation which would have been chargeable to

such Non{onsenting Party had it participated therein. If such a Reworking Reoompleting or Plugging Back operation is

proposed during such recoupment period, the provisions ofthis Article YI.B. shall be applicable as between said Consenting

Parties in said well.

(d) Recoupment Matters. During the period of time Consenting Parties are entitled to receive Non4onsenting Party's

share ofproduction, or the proceeds ttrerefronr, Consenting Parties shall be responsible for the payment ofall ad valorenr,

production, severance, excise, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to

Non-Consenting Party's share of production not excepted by Article XVI.E.

In the case of any Reworking Sidetacking Plugging Baclq Recompleting or Deepening operation, the Consenting

Parties shall be permitted to usq free of cost, all casing tubing and other equipment in the well, brd the ownenhip of all

such equipment shall remain unchanged; and upon abandonment ofa well after such Reworking Sidetracking Plugging Baclg

Recompleting or Deepening the Consenting Parties shall account for all such equipment to tle owners thereof, with eaoh

party receiving its proportionate part in kind or in value, less cost ofsalvage.

Within ninety (90) days after the oompletion ofany operation under this Article, the party conducting the operations

for the Consenting Parties shall fumish each Non4onsenting Party with an inventory of the equipment in and connected to

the well, and an itemized statement of the cost of drilling, Sidefracking Deepening Plugging Baclq testing Completing

Recompleting and equipping the well for production; or, at its option, the operafing party, in lieu of a:r itemized statement

of such costs of operation, may submit a detailed statement of monthly billings. Each month thereafter, during the time the

Consenting Parties are being reimbursed as provided above, the parly conducting the operations for the Consenting Parties

shall fumish the Non{onsenting Parties with an itemized statement of all costs and liabilities incuned in the operation of

the well, together with a statement of the quantity of Oil and Gas produced from it and the amount ofproceeds realized from

the sale of the well's working interest production during the preceding month. In determining the quantity of Oil and Gas

produced during any montb, Consenting Parties shall use industry accepted methods such as but not limited to metering or

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

any such operation which would have been owned by a Non-Consenting Party had it participated therein shall be credited

against the total unrotumed costs ofthe work done and ofthe equipment purchased in determining when the interest ofsuch

Non-Consenting Party shall revert to it as above proyided; and ifthere is a credit balance, it shall be paid to such Non-

Consenting Party..

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the amounts provided

for above, the relinquished interests of suchNon{onsenting Party shall automatically revert to it as of 7:00 am. on the day

following the day on which such recoupment occurs, and, from and after such revenion" such Non{onsenting Party shall

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

such Non{onsenting Party would have been entitled to had it participated in the drilling Sidetacking Reworking

Deepening Recompleting or Plugging Back of said well. Thereafter, such Non-Consenting Party shall be charged with and

shall pay its propofionate part ofthe further costs ofthe operalion ofsaid well in accordance with the terms ofthis

agreement and Exhibit nCn attached hereto.

3. Stand-By Costs: When a well which has been drilled or Deepened has reached its authorized depth and all tests have

been completed and the results thereoffumished to the parties, or when operations on the well have been otherwise

terminafed punuant to Article VI.F., stand-by costs incuned pending response to a party's notice proposing a Reworking,

Sidetaoking Deepening, Recompleting, Plugging Back or Completing operation in such awell (including the period required

under Article VI.B.6. to resolve competing proposals) shall be charged and bome as part of the drilling or Deepening

operafionjust completed. Stand-by costs subsequent to all parties responding or expiration ofthe response time permitted,

whichever fint occurs, and prior to agreement as to the participating interests of all Consenting Parties pusuant to the tems

ofthe second grammatical paragraph ofArticle VI.B.2. (a), shall be charged to and bome as part ofthe proposed operation,

but ifthe proposal is subsequently withdrawn because ofinsufficient participatiorq such stand-by costs shall be allocated

between the Consenting Parties in the proportion each Consenting Party's interest as shown on Exhibit "A" bea$ to the total

interest as shown on Exhibit "A" ofall Consenting Parties.

ln the event that notice for a Sidefacking operalion is given while the drilling rig to be utilized is on locatioq any party
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may request and receive up to five (5) additional days after expiration ofthe forly-eight hour response period specified in

Article VI.B.l. within which to respond by paying for all stand-by costs and other costs incuned during such extended

response period; Operator may require such party to pay the estimated stand-by time in advance as a oondition to extending

the response period. Ifmore than one party elects to take such additional time to respond to the notice, standby costs shall be

allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each electing party's

interest as shom on Exhibit "A" bea$ to the total interest as shown on Exhibit'An ofall the electing parties.

4. Deeoening: Ifless than all parties elect to participate in a drilling Sidetracking or Deepening operation proposed

pursuant to Article VI.B. 1., the interest relinquished by the Non{onsenting Parties to the Consenting Parties under Article

VI.B.2. shall relate only and be limited to the lesser of (i) the total deptl actually drilled or (ii) the objective depth or Zone

of which the parties were given notice under Article VI.B.l. ('Initial Objective"). Such well shall not be Deepened beyond the

Initial Objective without first complying with this Article to afford the Non-Consenting Parties the opporhmity to participate

in the Deepening operation.

In tie event any Consenting Party desires to drill or Deepen a Non{onsent Well to a depth below the Initial Objective,

such party shall give notice thereof, complying with the requirements of Article VLB.l., to all parties (includingNon-

Consenting Parties). ThereuporL Artioles VI.B.I. and 2. shall apply and all parties receiving such notice shall have tie right !o

participateornotparticipateintheDeepeningofsuchwellpursuanttosaidArticlesVl.B.l.and2. IfaDeepeningoperafion

is approved punuant to such provisions, and ifanyNon-Consenting Parly elects to participate in the Deepening operation,

such Non4onsenting party shall pay or make reimbunement (as the oase may be) of the following cosb and expenses.

(a) Ifthe proposal to Deepen is made prior to the Completion ofsuch well as a well capable ofproducing in paying

quantities, suchNon{onsenting Parly sha1l pay (or reimbune Consenting Parties for, as the case may be) that share of costs

and expenses incuned in connection with the drilling of said well from the surface to the Initial Objective which Non-

Consenting Party would have paid had suoh Non{onsenting Party agreed to participate thereiq plus the Non-Consenting

Party's share of the cost of Deepening and of participating in any further operations on the well in accordance with the other

provisions of this Agreemen[ provided, however, all costs for testing and Completion or attempted Completion of the well

incuned by Consenting Parties prior to the point of actual operations to Deepen beyond the Initial Objective shall be for the

sole account of Consenting Parties.

(b) If the proposal is made for a Non{onsent Well that has been previously Completed as a well capable of producing

in paying quantities, but is no longer capable ofproducing in paying quantities, such Non{onsenting Party shall pay (or

reimbune Consenting Parties for, as the case may be) its proportionate share ofall costs ofdrilling Completing and

equipping said well from the surface to the Initial Objecfivg calcula&d in the manner provided in paragaph (a) above, less

those costs recouped by the Consenting Parties from tle sale of production from the well. The Non-Consenting Pany shall

also pay its proportionate share ofall costs ofre+ntering said well. The Non{onsenting Parties' proportionate part (based

on the percentage of such well Non-Consenting Party would have owned had it previously participated in zuch Non-Consent

Well) of the costs of salvable materials and equipment remaining in the hole and salvable surface equipment used in

connection with such well shall be detemined in accordanoe with Exhibit 'C." If the Consenting Parties have recouped the

cost of drilling Completing and equipping the well at the time such Deepening operation is conducted, tlen a Non-

Consenting Party may participate in the Deepening of the well with no payment for costs incuned prior to re<ntering the

well for Deepening

The foregoing shall not imply a right of any Consenting Party to propose any Deepening for a Non{onsent Well prior

to the drilling ofsuch well to its Initial Objective without the consent ofthe otler Consenting Parties as provided in Article

VI.F., however, this Article VI.B.4 shall not apply to a Deepening operation within an existing Lateral or a Horizontal well.

5. Sidetacking Any party having the right to participate in a proposed Sidetacking operation that does not own an

interest in the affected wellbore aJ the time ofthe notice shall, upon electing to participate, tender to the wellbore owners its

proportionate share (equal to its interest in the Sidehacking operation) ofthe value ofthd portion ofthe existing wellbore

to be utilized as follows:

(a) Ifthe proposal is for Sidehacking an existing dry hole, reimbursement shall be on the basis ofthe actual costs

incuned in the initial drilling of the well down to the depth at which the Sidetracking operation is initiated.

(b) Ifthe proposal is for Sidetracking a well which has previously produced, reimbursement shall be on the basis of
such party's proportionde share ofdrilling and equipping costs incurred in the initial drilling ofthe well down to the depth

al which fte Sidetacking operation is conduote{ calculated in the manner described in Article M.B.4(b) above. Such party's

proportionate share of the cost of the well's salvable materials and equipment down to the depth at which the Sidfiacking

operation is initiated shall be determined in accordance with the provisions of Exhibit 'C.'
This Article VI.B.S shall not aonlv to onerations in an existins Lateral of a Horizontal Well. Drillins ooerations

conducted in a florizontal Well that are iflt6nded to recover nenetration bf the obiective Zone or deviate the Late"ral^before it
reaches the objective Total Measured Depth shall be included in the original proposed?rilling operations.

6. Order ofPreference ofOoerations. Except as otherwise specifically provided in this agreement, including but not limited to,
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Article XVI.A and XVI.B, if any party desires to propose the conduct of an operation that conflicts with a proposal that has been made by a

party utrder this Article Vl such parly shall have fifteen (15) days from delivery ofthe initial proposal, in the case ofa proposal to drill a

well or to perform an operation on a well where no drilling rig is on location, or twenty-four (24) houn, exolusive of Saturday, Sunday and

legal holidays, from delivery ofthe initial proposal, ifa drilling rig is on location forthe well on which such operalion is to be

conducted, to deliver to alt parties entitled to participate in the proposed operalion such partls altemative proposal, such

altemate proposal to contain the same information required to be inoluded in the initial proposal. Each party receiving such

proposals shall elect by delivery ofnotice to Operafor within five (5) dap after expiration ofthe proposal period, or within

twenty-four (24) hours (exclusive ofsaturda, Sunday and legal holidays) ifa drilling rig is on location for the well that is the

subject of the proposals, to participate in one of the competing proposals. Any party not electing within the time required

shall be deemed not to have voted. The proposal receiving the vote ofparties owning the largest aggregate percentage

interest of the parties voting shall have priority over all other competing proposals; in the case of a tie vote, the

initial proposal shall prevail. Operator shall deliver notice ofsuch result to all parties entitled to participate in the operation

within five (5) days after expiration ofthe election period (or within twenty-four (24) hours, exclusive ofSaturday, Sulday

and legal holidays, if a drilling rig is on location). Each party shall then have two (2) days (or twenty-four (24) houn if a rig

is on location) from receipt ofsuch notics to elect by delivery ofnotice to Operator to participale in such operation or to

relinquish interest in the affected well pursuant to the provisions of Article VI.B.2.; failure by a party to deliver notice within

such period shall be deemed an election not to participate in the prevailing proposal.

7. Conformity to Spacine Pattem. Notwithstanding the provisions of this Artiole VI.8.2., it is agreed thal no wells shall be

proposed to be drilled to or Completed in or produced from a Zone from which a well located elsewhere on the Conhact

Area is producing, unless such well conforms to the then-existing well spacing pttem for such Zone.

8. Pavine Wells. No party shall oonduct any Reworking Deepening Plugging Bac( Completion, Recompletion, or

Sidetacking operation under this agreement with respect to any well then capable ofproducing in paying quaotities except

with the consent ofcdl 5 I 7o of the parties that have not relinquished interests in the well at the time of such operation.

C. Completion ofWells; Reworking and Plugging Back:

1. Comoletion: Without the consent ofall parties, no well shall be drille4 Deepened or Sidefacke{ except any well

drilled, Deepened or Sidetacked punuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling

Deepening or Sidetracking shall include:

El Ootion No. l: All necessary expenditures for the drilling Deepening or Sidetacking testing Completing and

equipping ofthe a Horizontal well, including necessary tankage and/or surface facilities.
r+ getienNe,2: r1Jl neeessry
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insefarandsr{yinsefarass i+a
gempleienagempt-See Article XVI.J for this provision.

2. Rework Recomolete or Plug Back: No well shall be Reworked, Recompleted or Plugged Back exoept a well Reworked,

Recompleted, or Plugged Back pursuant to the provisions of Article VI.B. of this agreement. Consent to the Reworking

Recompleting or Plugging Back ofawell shall include all necessary expenditures in conducting such operations and

Completing and equipping ofsaid well, including necessary tarkage and/or surface facilities.

D. Other Operations:

Operator shall not undertake any single project reasonably estimated to require an expenditure in excess of
Fiftv Thnrsand md no/l00 Dollars ($-10J00.00------J except in connection with the

drilling Sidetacking Reworking Deepening Completing Recompleting or Plugging Back of a well that has been previously

authorized by or pursuant to this agreement; provided, however, that in case ofexplosiorl fue, flood or other sudden

emergency, whether ofthe same or different nature, Operator may take such steps and incur such expenses as in its opinion

are required to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the

emergurcy to the other parties. If Operator prepares an AFE for its own use, Operator shall fumish any Non-Operator so

requesting an information copy thereoffor any single project costing in excess of Fift.v Thousand and no/100 Dollars

($ 50"000.00 ). Any party who has not relinquished its intorest in a well shall have the right to propose that

Operator perform repair work or undertake the installalion ofartificial lift equipment or ancillary production facilities such as

salt water disposal wells or to conduct additional work with respect to a well drilled hereunder or other similar project (but

not including the installation ofgathering lines or other transportation or marketing facilities, the installation ofwhich shall

be govemed by sepaxate agreement between the parties) reasonably estimated to require an expenditure in excess ofthe

amount first set fortl above in this Article VI.D. (except in connection with an operation required to be proposed under

Articles VI.B.I. or VI.C. I . Option No. 2, which shall be govemed exclusively be those Articles). Operator shall deliver such

proposaltoallpartiesentitledtopartioipatetherein. Ifwithinthity(30)daysthereofOperatorsecuresthe\rrittenconsent
fwo or more

ofanfp@ or parties owning at least 5l % ofthe interests ofthe parties entitled to pirticipate in such operatiotl

each party having the right to participate in such project shall be bound by the tenns ofsuch proposal and shall be obligated

to pay its proportionate share ofthe costs ofthe proposed project as ifit had consented to such project pursuant to the terms

ofthe proposal.

E. Abandonment ofwells:
1. Abandonment of Dry Holes: Except for any well drilled or Deepened pursuant to Article M.8.2., any well which has

been drilled or Deepened rmder the tenns ofthis agreement and is proposed to be completed as a dry hole shall not be

plugged and abandoned** without the consent of all parties. Should Operator, after diligent effort, be unable to oontact any

party, or should any party fail to reply within forly-eight (48) houn (exclusive ofSaturday, Sunday and legal holidays) after

delivery ofnotice ofthe proposal to plug and abandon** such well, such party shall be deemed to have consented to the

proposed abandonment. All such wells shall be plugged and abandoned** in accordance with applicable regulations and atthe

cos! risk and expense of the parties who participated in the cost of drilling or Deepening such well. Any party who objec8 to

plugging and abandoning** such well by notice delivered to Operator within forty-eieht (48) hours (exclusive ofSaturday,

Sunday and legal holidays) after delivery ofnotice ofthe proposed plugging shall take over the well as oftle end ofsuch

forty-eight (a8) how notice period and conduct further operations in search ofOil and/or Gas subject to the provisions of
Article VI.B.; failure ofsuch party to provide proofreasonably satisfactory to Operator ofits financial capability to conduct

such operaiions or to take over the well within such period or thereafter to conduct operations on such well or plug and

abandon** such well shall entitle Operator to retain or take possession of the well and plug and abandon** the well. The party

taking over tle well shall indemnifu Operator (ifOperator is an abandoning party) and the other abandoning parties against

liability for any further operations conducted on such well.

2. Abmdonment of Wells That Have Produced: Except for any well in which aNon{onsurt operation has been

conducted hereunder for which the Consenting Parties have not been fully reimbuned as hepin proyi{ed, apy wgll which-@s.,,.

been compteted as a producer shall not be ptugged and abandoned** without the oont.nf&ouff"i}fiBJlTd$fffitifl.tt'gHnurnog 
tne werr

such abandonmen! the well shall be plugged and abandoned** in accordance with applicable regulations and at the cost risk

and expense ofall the parties hereto. Failure ofa party to reply within sxty (60) days ofdelivery ofnotice ofproposed

abandonment shall be deemed an election to consent to the proposal.

prepes€d abard€nrn€nt of any wdL
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efsueh well and plug and aba-den** the wcll,
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erynerslrip efthe assigned wctrl- Upen prepesed abanderunent efthe predueing Zene assigned er lcased; *re assigner er lesser

in

bctweer eenscnting Prties in the evcnt eftlre prepesed abanderunent efany well e*eepted *em said rlrtieles; previded;

operariens *rcrch have becn nd
in ?ecerdanee wie gr prwi
i
@ See Article XVI.Ii Disposal of Surplus Material

F. Ternination of Operations:

Upon the commencement of an operation for the drilling Reworking Sidetracking Plugging Back, Despening &sting

Completion or plugging of a well, including but not limited to the Initial Well, such operation shall not be terminated without

consent ofparties bearing_5l_% oftle costs ofsuch operation; provided, however, that in the event granite or other

practically impenetable substance or condition in the hole is encountered which renders further operations impractical,

Operator may discontinue operations and give notice of such condition in the manner provided in Article VLB.1, and the

provisions ofArticle VI.B. or VI.E. shall thereaffer apply to such operation, as appropriate.

G. Taking Production in Kind:
E Ootion No. 1: Gas Balancing Agreement Attached

Each party shall take in kind or separately dispose of its propbrtionate share of all Oil and Gas produced from the

Contact Are4 exclusive ofproduction which may be used in development and producing operations and in preparing and

treating Oil and Gas for marketing prrrposes and production unavoidably lost. Any extra expenditure incuned in the taking

in kind or separate disposition by any party of its proportionate share of the production shall be bome by such party. Any

party taking its share ofproduction in kind shall be required to pay for only its proportionate share ofsuoh part of
Operator's surface facilities which it uses.

Each parfy shall execute such division orders ard contracts as may be necessary for tle sale ofits interest in

production Aom the Contact Are4 and, except as provided in Article VII.B., shall be entitled to receive payment

directly from the purchaser thereoffor its share ofall production.

the parry ervn:*g iq but net the ebligntie& te purehase sueh eil sr sell it te ethers at any tfun€ asd Sem tlne te
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time its right te take in kfui4 er separaf€ly dispese og ib share ef aS Oil ret previeusly delivered te a purehter

dny pwettasc or sde by Operater imc

@
-r1*ry su* sde by Operaior shdl be in a marrrer eerffn€reidly reaseaable u$d€r thc eireumskriees but Operder

ine

isg

eenead ef eperder shdl net givc the nen tdEklg parry arry ilrt€rest in er mal'.e the nen td;rg parry a parry to said

eenrasL Ne pwelase srdl be made by Operater witheut first givhg the nen **L€ parry d least t€n (10) ilE s

All parties shall give timely written notioe to Operalor of their Gas marketing arangements for the following

month, excluding price, and shall noti$ Operator immediately in the event of a change in such anangements.

Operator shall maintain records ofall marketing arrangements, and ofvolumes actually sold or transported, which

records shall be made available to NonOperators upon reasonable request.

ln the event one or more parties'separate disposition ofits share ofthe Gas causes split-stream deliveries to separate

pipelines and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a partls respective proportion-

ate share oftotal Gas sales to be allocated to it, the balarcing or accounting between the parties shall be in accordance with

any Gas balancing agreement between the parties hereto, whether such an agreement is attaohed as Exhibit "E" or is a

separate agreoment Operator shall give notice to all parties ofthe first sales ofGas from any well under this agreement.

tr
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ARTICLEVII.
EXPEI\DITTJRES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liability of the parties shall be several, not joint or collective. Each party shall be ruponsible only for its obligations,

and shall be liable only for its proportionate share of the costs of developing and operating the Contraot Area- Accordingly, the

liens granted among the parties in Article VII.B. are given to secure only the debts ofeaoh severally, and no party shall have

any liability to third parties hereunder to satisf the default ofany other party in the payment ofany expense or obligation

hereunder. It is not the intention ofthe parties to creato, nor shall this agreement be construed as creating a mining or other

parftrership,joint venture, agenoy relationship or association, or to render the parties liable as partners, co-venturen, or

principals. In their relations with each other under this agreemen! the parties shall not be considered fiduciaries or to have

established a confidential relationship but rather shall be free to act on an arm'sJength basis in accordance with their own

respective self-interes! subjec! however, to the obligation ofthe padies to act in good faith in their dealings with each other

with respect to activities hereunder.

B. Liens and Security Interests:

Each party grants to the other parties hereto a lien upon any interest it now owns or hereafter acquires in Oil and Gas

Leases and Oil and Gas Interests in the Contract Area, and a security interest and/or purchase money security interest in any

interest it now owns or hereafter acquires in the penonal property and flxhres on or used or obtained for use in connection

therewith, to secure performance ofall ofits obligalions under this agreement including but not limited to paymont ofexpensq

interest and fees, the proper disbursement ofall monies paid herermder, the assignment or relinquishment ofinterest in Oil

and Gas Leases as required hereunder, and the proper performance of operations hereunder. Such lien and security interest

granted by each party hereto shall inolude such party's leasehold interests, working interests, operating rights, and royalty and

overiding royalty interests in the Contract Area now owned or hereafter acquired and in lands pooled or unitized therewith or

otherwise becoming subject to this agreemen! the Oil and Gas when extracted therefrom and equipment situated thereon or

used or obtained for use in oonnection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts

(inoluding without limitatiorL accounts arising from gas imbalances or from the sale of Oil andlor Gas at the wellhead),

contaot rights, inventory and general intangibles relating thereto or arising therefionr, and all proceeds and products ofthe

foregoing.

To perfect the lien and security agreement provided herein, each party hereto shall execute and acknowledge the recording

supplement and/or any finmcing statement prepared and submitted by any party hereto in conjunction herewith or at any time

following execution hereot and Operator is authorized to file this agreement orthe recording supplement executed herewith as

a lien or mortgage in the applicable real estate records and as a financing statement with the proper officer under the Uniform

Commercial Code in the state in which the Contact Area is situated and such other states as Operalor shall deem appropriate

to perfect the security interest granted hereunder. Any party may file this agreemeng the recording supplement orecuted

herewittr, or such other documents as it deems necessary as a lien or mortgage in the applicable real estate records andlor a

financing statement with the proper officer under the Uniform Commercial Code.

Each party represents and wanants to the other parties hereto that the lien and security interest granted by such party to

the other parties shall be a first and prior lieq and each party hereby agrees to maintain the priority ofsaid lien and security

interest against all persons acquiring an interest in Oil and Gas Leases and lnterests covered by this agreement by, through or

under such party. All parties acquiring an interest in Oil and Gas Leases and Oil and Gas lnterests covered by this agreement

whether by assignment merger, mortgage, operation oflaw, or otherwisg shall be deemed to have taken subject

to the lien and security interest granted by this Article VII.B. as to all obligations atfibutable to such interest hereunder

whether or not such obligations arise before or after such interest is acquired.

To the extent thal parties have a security interest under the Uniform Commercial Code ofthe state in which the

Contact Area is situated, they shall be entitled to exercise the rights and remedies ofa secured party under the Code.

The bringing ofa suit and the obtaining ofjudgrnent by a party for tle secured indebtedness shall not be deemed an

election ofremedies or otherwise affect the lien rights or security interest as security for the payment thereof. In

additio4 upon default by any party in the payment of its share of expenses, interes8 or fees, or upon the improper use

offunds by the Operator, the other parties shall have the righq without prejudice to other rights or remedies, to collect

from the purchaser the proceeds from the sale ofsuch defaulting party's share ofOil and Gas until the amount owed by

such party, plus interest as provided in "Exhibit C," has been received, and shall have the right to offset the amount

owed against the proceeds from the sale of such defaulting party's share of Oil and Gas. All purchasers of production

may rely on a notification of default from the non-defuulting party or parties stating the amount due as a result of the

default, and all parties waive any recourse available against purchasers for releasing production proceeds as provided in

this paragraph.

to



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

If any party fails to pay its share of cost within one hurdred t'wenty ( I 20) days after rendition of a stalement thuefor by

Operator, the non-defaulting parties, including Operator, shall upon request by Operator, pay t}e unpaid amount in the

proportion that the interest of each such party bean to the interest of all such parties. The arnount paid by each party so

palng its share ofthe unpaid amount shall be secured by the liens and seourity rights described in Article VII.B., and each

paying party may independently pursue any remedy available hereuuder or otlerwise.

Ifany party does not perform all of its obligations hereundeq and the failure to perform subjects such party to foreclosure

or execution proceedings pursuant to the provisions ofthis agreement to the extent allowed by goveming law, the defaulting

party waives any available right ofredemption from and after the date ofjudgment any required valuation or appraisement

ofthe mortgaged or secured property prior to sale, any available right to stay execution or to require a manhaling of assets

aad any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law, each party

hereby grants to the other parties a power ofsale as to any propeny that is subject to the lien and security rights granted

hereunder, such power to be exercised in the manner provided by applicable law or otherwise in a commercially reasonable

manner and upon reasonable notice.

Each party agrees thd the other parties shall be entitled to utilize the provisions ofOil and Gas lien law or otler lien

law of any state in which the ContactArea is situated to enforce the obligdions of each parly hereunder. Withora limiting

the generality ofthe foregoing to the extent pem:itted by applicable law, Non-Operators agree that Operator may invoke or

utilize the mechanics' or materialmen's lien law of the stde in which the Contact Area is situated in order to secure the

payrpent to Qpe,rator of agy sum.duejeleunder for services performed or materials supplied by Operator. See also Article XVLL - Notice
bfliens and MorQage-trinancing Statemenl

C. Advances:

Operator, at its electiorL shall have the right from time to time to demand and recsive from one or more of the other

parties payment in advance oftheir respective shares ofthe estimated amount ofthe expense to be incuned in operations

hereunder during the next suoceeding month, which right may be exercised only by submission to each such party ofan
.itemized statement of such estimated expense, together with an invoice for its share thereof. Each such stdement and invoice

for the payment in advance ofestimated expense shall be submiued on or before the 20th day oflhe np-& preceding month.

Each party shall pay to operator its proportionate share of such estimate within fi*e*(15) ;i3t#.r(?g}h estimat-e and

invoice is received. If any party fails to pay its share of said estimate within said time, the amount due shall bear interest as

provided in Exhibit "C" until paid. Proper adjusEnent shall be made monthly between advtmces and actual expense to the end

that each parfy shall bear and pay its proportionate share ofactual expenses incuned, and no more.

D. Defaults and Remedies:

If any party fails to discharge any finarcial obligation under this agreemen! inoluding without limitation the failure to

make any advance under the preceding Article VII.C. or any other provision of this ageement, within the period required for

such payment hereunder, then in addition to the remedies provided in Article VII.B. or elsewhere in tlis agreemen! tle
remedies specified below shall be applicable. For purposes ofthis Article VII.D., atl notices and elections shall be delivered

only by Operator, except that Operator shall deliver aay such notice and election requested by a non-defaulting Non-Operalor,

and when Operator is the party in default, the applicable notices and elections can be delivered by any Non-Operator.

Election of any one or more of the following remedies shall not preclude the subsequent use of any other remedy specified

below or otherwise available to a nondefaulting party.

l. Susoension of fue{rts: Any party may deliver to the party in default aNotice of Default which shall speci& the default,

speci$ the action to be taken to cure the defaulg and speci$ that failure to take such action will result in the exercise ofone

or more of tlre remedies provided in this Article. If the default is not cured within thirty (30) days of the delivery of suoh

Notics ofDefaulq all ofthe rights ofthe defaulting party ganted by this agreement may upon notice be suspended until the

default is cured, without prejudice to the right ofthe non-defaulting party or parties to continue to enforcs the obligations of
the defaulting party prwiously accrued or tiereafter accruing under this agreement If Operator is the party in default the

Non0peraton shall have in addition the right, by vote of Non-Operators owning a majority in interest in tle Contact Area

after excluding the voting interest of Operator, to appoint a new Operator effective immedialely. The rights of a defaulting

party that may be suspended hereunder at the election ofthe non-defaulting parties shall includq without limitatioq the right

to receive information as to any operation conducted hereunder during the period ofsuch default the right to elect to

participate in an operafion proposed under Article VI.B. ofthis agreement the right to participafe in an operation being

conducted under this agreement even ifthe party has previously eleoted to participate in such operation, and the right to

receive proceeds ofproduction from any well subject to this agresment.

2. Suit for Damages: Non-defaulting parties or Operator for the benefit ofnon-defaulting parties may sue (atjoint

account expense) to collect the amounts in default, plus interest acoruing on the amounts recovored &om the date ofdefault

until the date of collection at the rate specified in Exhibit "C" attached hereto. Nothing herein shall prevent any party from

suing any defaulting party to collect consequurtial damages accruing to such party as a result ofthe default.
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3. Deemed Non{onsent: The non-defaulting party may deliver a written Notice of Non-Consent Election to the

defaulting paAy at any time after the expiration ofthe thirty-day cure period following delivery ofthe Notice ofDefault, in

which event if ttre billing is for the drilling a new well or the Plugging Back, Sidetracking Reworking or Deepening of a

well which is to be or has been plugged as a dry hole, or for the Completion or Reoompletion of any well, the defaulting

party will be conclusively deemed to have elected not to participate in tle operation and to be aNon-Consenting Party with

rcspect thereto under Article VLB. or VI.C., as the case may be, to the extent of the costs unpaid by such party,

nofwithstanding any eleotion to participate theretofore made. If election is made to proceed under this provisioq then the

non-defaulting parties may not elect to sue for the unpaid amount pursuant to Article W.D.2.

Until the delivery ofsuch Notice ofNon-Consent Election to the defaulting party, such party shall have the right to cure

its default by paying its unpaid share ofcosts plus interest at the rate set forth in Exhibit nC," provided however, such

payment shall not prejudice the rights ofthe non-defaulting parties to pursue remedies for damages incuned by the non-

defaulting parties as a result of tle default. Any interest relinquished punuant to this Article MI.D.3. shall be ofered to the

non-defaulting parties in proportion to their interests, and the non-defaulting parties electing to participate in the ownership

ofsuch interest shall be required to contribute their shares ofttre defaulted amount upon their election to participate therein.

4. Advance Pavment: Ifa default is not cured within thirty (30) days ofthe delivery ofaNotice ofDefaulq Operator, or

Non-Operators ifOperalor is the defaulting party, may thereafter require advance payment fiom the defaulting

party ofsuch defaulting party's anticipated share ofany item ofexpense for which Operator, or Non-Operators, as the case may

be, would be entitled to reimbursement under any provision ofthis agreemen! whether or not such expense was the subject of
the previous default. Such right includes, but is not limited to, the right to require advance payment for tle estimated oosfs of

drilling a well or Completion of a well as to which an election to participate in drilling or Completion has been made. If the

defaulting party fails to pay the required advance paymen! the non{efaulting parties may pursue any ofthe remedies provided

in the Article YII.D. or any other default remedy provided elsewhere in this agreement. Any excess of funds advanced remaining

when the operation is completed and all costs have been paid shall be promptly returned to tle advancing party.

5. Costs and Attomevs' Fees: In the event any party is required to bring legal proceedings to enforce any financial

obligation of a party hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs of
collection, and a reasonable attomey's fee, which the lien provided for herein shall also secure.

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

Rentals, shut-in well payments and minimum royalties which may be required under tle terms of any lease shall be paid

by the party or parties who subjected such lease to this agreement at its or their expense. ln tle event two or more parties

own and have contributed interests in the same lease to this agreemen! such parties may designate one ofsuch parties to

make said payments for and on behalf of all such parties. Any party may reques! and shall be entitled to receive, proper

evidenceofallsuchpayments. Intheeventoffailuretomakeproperpaymentofanyrental,shut-inwellpaymentor

minimum royalty tkough mistake or oversight where such payment is required to continue the lease in force, any loss which

results from such non-paynent shall be bome in accordance with the provisions of Article tV.B.2.

Operator shall noti{ Non4peraton of the anticipated completion of a shut-in well, or the shutting in or retum to '

production ofa producing well, at least five (5) days (excluding Saturday, Sunday, and legal holidays) prior to taking zuch

action, or at the earliest opporhmity permitted by circumstances, but assumes no liability for failure to do so. In the event of
failure by Operator to so notiff Non-Operaton, the loss ofany lease contributed hereto by Non-Operators for failure to make

timely payments of any shut-in well payment shall be bome jointly by the parties hereto under the provisions of Article

TV.B.3.

F. Taxes:

Beginning with the first calendar year after the effective date hereoi Operator shall render for ad valorem taxation all

property subject to this agreement whioh by law should be rendered for such taxes, and it shall pay all such taxes assessed

thereon before they become delinquent. Prior to the rendition dae, each Non-Operator shall fumish Operator information as

to burdens (to includq but not be limited to, royalties, oveniding royalties and production payments) on kases and Oil and

Gas Interests contibuted by such Non-Operator. If the assessed valuation of any lease is reduced by reason of its being

subject to outstanding excess royalties, overriding royalties or production payments, tle reduction in ad valorem taxes

resulting therefrom shall inure to the benefit ofthe owner or owners ofsuch Leasq and Operafor shall adjust the charge to

such owner or owners so as to reflect the benefit of such reduction. If the ad valorem taxes are based in whole or in part

upon separate valuations ofeach party's working interest, then not'rvithstanding anything to the contary herei4 charges to

thejoint account shall be made md paid by the parties hereto in accordance with the tax value generated by each party's

working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in the manner

provided in Exhibit "c."
If Operator considers any tax assossment improper, Operalor may, at its discretion, protest within the time and manner

prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final
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determination. During the pendency ofadministraiive orjudicial proceedings, Operator may elect to pay, under protes! all suoh taxes

and any interest and penalty. When any such protested assessment shall have been finally determined" Operator shall pay the tax for

thejoint accoun! together wittr any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be

paid by them, as provided in Exhibit "C."

Eaoh party shall pay or cause to be paid all production, severanc€, excisq gathering and other taxes imposed upon or with respect

to the production or handling of such party's share of Oil and Gas produced under the terms of this agreement.

ARTICLEVIIL
ACQUTSMON, MAINIENANCE OR TRANSFER OF INTEREST

A. SurrenderofLeases:

The Leases covered by this agreement, insofar as they embrace acreage in the Contact Are4 shall not be surrendered in whole

or in part unless all parties consent thereto.

Howeveq should any party desire to sunender its interest in any Lease or in any portion thereof, such party shall give written

notice ofthe proposed surrender to all parties, and the parties to whom such notice is delivered shall have ttrirty (30) days after

delivery of the notice within which to notiS the party proposing the surrender whether they elect to consent thereto. Failure of a

party to whom such notice is delivered to reply within said 30-day period shall constitute a consent to tle surrender ofthe l.eases

described in the notice. If all parties do not agree or consent thereto, the paty desiring to sunender shall assign, without express or

implied warranty of titlg all of its interest in such Lease, or portion thereot and any well, material and equipment which may be

located thereon and any righa in production thereafter secured, to the parties not consenting to such sunender. Ifthe interest ofthe

assigning party is or includes an Oil and Gas lnteres! the assigning parly shall execute and deliver to the party or parties not

consenting to such surrender an oil and gas lease covering such Oil and Gas Interest for a term ofone (l) year and so long

thereafter as Oil and/or Gas is produced from the land covered thereby, such lease to be on the form atrached hereto as Exhibit "B."

Upon such assignment or lease, tle assigning party sha[ be relieved from all obligations thereafter accruing but not theretofore

accrued, with respect to the interest assigned or leased and the operation of any well athibutable thereto, and the assigning party

shall have no furflrer interest in the assigned or leased premises and is equipment and production other than the royalties retained

in any lease made under the terms ofthis Article. The party assignee or lessee shall pay to the party assignor or lessor the

reasonable salvage value ofthe latter's interest in any well's salvable materials and equipment athibutable to the assigned or leased

acreage. The value ofall salvable materials and equipment shall be determined in accordance with the provisions ofExhibit "C," less

the estimated cost of salvaging and the estimated cost of plugging and abandoning the well.** If such value is less

than such costs, then the party assiguor or lessor shall pay to the party assignee or lessee the amount of such deficit. If the

assignment or lease is in lavor ofmore than one party, the interest shall be shared by such parties in the proportions that the

interest of each bears to the total interest of all such parties. If the interest of the parties to whom ttre assignment is to be made

varies according to depth, then the interest assigred shall similarly reflect such variances.

Any assignmen! lease or surrender made mder this provision shall not reduce or change the assignofs, lessofs or surrendering

party's interest as it was immediately before the assignment, lease or surender in the balance of the Contract Area; and the acreage

assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions ofthis

agreement brd shall be deerned subject to an Operating Agreement in the form ofthis agreement.

B. Renewal or Extension ofLeases:

Ifany party secures a renewal or replacement ofan Oil and Gas Lease or lnterest subject to this agreement, then all other parties

shall be notified promptly upon such acquisition or, in the case ofa replacement Lease taken before expiration ofan existing hasq
promptly upon expiration ofthe existing Lease. The parties notified shall have the right for a period ofthirty (30) days following

delivery ofsuch notice in which to elect to participate in the ownenhip ofthe renewal or replacement Lease, insofar as such l.ease

affects lands within the Contact fue4 by paying to the party who acquired it their proportionate shares of tle acquisition cost

allocated to that part ofsuch Lease within the Conhact Are4 which shall be in proportion to the interest held af that time by the

parties in the Contact Area" Each party who participates in the purchase of a renewal or replacement Lease shall be given an

assignment ofib proportionate interest therein by the acquiring party.

Ifsome, but less than all, ofthe parties elect to participate in the purchase ofa renewal or replacement Lease, it shall be owned

by the parties who elect to participate tlerein, in a ratio based upon the relationship oftleir respective percentage ofparticipation in

the Contract Area to the aggregate ofthe peroentages ofparticipafion in the Contract Area ofall parties participating in the

purchase of such renewal or replacement kase. The acquisition of a renewal or replacement Lease by any or all ofthe parties hereto

shall not cause a readjustnent ofthe interests ofthe parties stated in Exhibit "A" but any renewal or replacement Lease in which

less than all parties elect to participate shall not be subject to this agleement but shall be deened subject to a separate Operating

Agreement in the form of this agreement.

If the interests of the parties in the Contract Area vary according to depth, then their right to participate proportionately in

renewal or replacement Leases and their right to receive an assignment ofinterest shall also reflect such depth variances.

The provisions ofthis Article shall apply to renewal or replacement Leases whether they are for the entire interest covered by
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the expiring Lease or cover only a portion of its area or an intetest therein. Any renewal or replacement Lease taken before the

expiration ofits predecessor Lease, or taksn or contracted for or becoming effective within six (6) months after the expiration ofthe

existing kasq shall be subject to this provision so long as this agreement is in effect at the time of such acquisition or at the time

tle renewal or replacement Lease becomes effective; but any Lease taken or contactod for more tlran six (6) months after the

expiration ofan existing lrase shall not be deemed a renewal or replaoement Lease and shall not be subject to the provisions ofthis

agreement.

The provisions in this Article shall also be applicable to extensions ofOil and Gas Leases.

C. Acreage or Cash Contributions:

While this agreement is in force, if any party conhacts for a contibution of oash towards the drilling of a well or any other

operation on the Contract Arca, such contribution shall be paid to the party who conducted the drilling or other operation and shall

be applied by it against the cost of such drilling or other operation. If the contibution be in the fomr of acreage, the party to whom

the contibution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the

proportions said Drilling Parties shared the cost ofdrilling tle well. Such acreage shall become a separate Contact Area an{ to the

extent possible, be govemed by provisions identical to fhis agreement. Each parfy shall promptly notif all other parties of any

acreage or cash contributions it may obtain in support of any well or any other operation on the Contact Area- The above

provisions shall also be applicable to optional righ8 to eam acre€e outside the Contract Area which are in support ofwell drilled

inside Conhaot Area- If any parfy contracts for any consideration relating to disposition of such party's share of substanoes produced

hereunder, such consideration shall not be deemed a contribution as contemplaled in this Article VIII.C.

D. Assignment; Maintenance of Udfer*Interest:
fer *rc purpese elmai*ai*ng wi

No party shall sell, encumber, tansfer or make other

disposition of its interest in the Oil and Gas Leases and Oil and Gas Interests embraced within the Conhact Area or in wells,

equipment and production unless such disposition covers either:

1. the entire interest ofthe paxty in all Oil and Gas Leases, Oil and Gas Interests, wells, equipment and production; or

2. an equal undivided percent ofthe party's present interest in all Oil and Gas Leases, Oil and Gas Interests, wells,

equipment and production in tle Conhact Arca"

Every salq encumbrance, transfer or other disposition made by aly party shall be made expressly subject to this agreement

and shall be made without prejudice to the right ofthe other parties, and any tansferee ofan ownership interest in any Oil and

Gas Lease or Interest shall be deemed a party to this agreement as to the interest conveyed from and after the effective date of

the transfer ofownenhip; provided, however, that the other parties shall not be required to recognize any such sale,

encumbrance, transfer or other diqposition for any purpose hereunder until thi{y (30) days after they have received a oopy ofthe

instument of transfer or otler satisfactory evidence thereof in writing from the fransferor or transferee. No assignment or other

disposition ofinterest by a party shall relieve such party ofobligations previously incurred by such party hereunder with respect

to the interest tansfened inoluding without limitation the obligation ofa party to pay all costs attributable to an operation

conducted hereunder in which such party has agreed to participate prior to making such assignmen! and the lien and security

interest granted by Article VII.B. shall continue to burden the interest transferred to secure payment of any such obligations.

I4 at any time the interest ofany party is divided among and owned by four or more co-owners, Operalog at its discretiorU

may require such co-ownors to appoint a single tustee or agent with full authority to receive notices, approve expenditures,

receive billings for and approve and pay such party's share ofthejoint expenses, and to deal generally with, and with power to

bind, the co-owners ofsuch party's interest within the scope ofthe operations embraced in this agreement; however, all such co-

owners shall have the right to enter into and execute all conhacts or agreements for the disposition oftheir respective shares of
the Oil and Gas produced from the Conhact Area and they shall have the right to receivq separately, payment ofthe sale

proceeds thereof. See Article XYI.C for additional provisions.

E. \ilaiver of Rights to Partition:

Ifpermitted by the laws ofthe state or states in which the property covered hereby is located, each party hereto owning an

undivided interest in the Confact Area waives any and all rights it may have to partition and have set aside to it in severalty its

undivided interest therein.

@
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ib interesb, er !e karpfer tide te ib interesb te ib mer*gagee fui lieu ef er pursuant te furcelesure ef a mertgage ef ib intcrcsts;

er te disBes€ ef ie lltcresb by m€rger, reerganhtien; eeoselidaf ent€r by sde ef dl er subskttidly dl ef its eil and Gas asseb

te any parry, er by kansfer efits interesb te a subsidiary er paent eerrpany er te a subsidiry efa prent eempany; er te any

eempany in whieh suetr parB' ewrs a majeriry ef the steelc

ARTICLE DL

INTERNAL REVEIIUE CODE ELECTION

If, for federal income tax purposes, this agreement and the operations hereunder are regarded as a parhrenhip, and ifthe

parties have not otlerwise agrced to form a tar parfirenhip punuant to Exhibit "G" or other agreement between thenq each

party thereby affeoted elects to be excluded ftom the application ofall ofthe provisions ofSubchapter "Il" Chapter l, Subtitle

"A," ofthe Internal Revenue Code of 1986, as amended ("Code"), as permited and authorized by Section 761 ofthe Code and

the regulafions promulgated thereunder. Opaator is authorized and directed to execute on behalfofeach party hereby affected

such evidence ofthis election as may be required by the Secretary ofthe Treasury ofthe United States or the Federal lntemal

Revenue Service, including specifically, but not by way of limitation, all of the retums, statements, and tle data required by

Treasury Regutation g1.761. Should there be any requirement that each party hereby affected give furtler evidence of this

election, each such party shall execute such documents and fumish such other evidence as may be required by the Federal Internal

Revenue Service or as may be necessary to evidence this election. No such party shall give any notioes or take any other action

inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the Contract

fuea is located or any future income tax laws of the United States contain provisions similar to those in Subchapter "K,u Chapter

1, Subtitle "d" of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, each party

hereby atrected shall make such election as may be pemritted or required by such laws. In making the foregoing election, each

such party states that the income derived by such party from operations hereunder can be adequately determined without the

computation of parhenhip ta.xable income.

ARTICLEX.
CLAIMSAIID I"AWSUITS

Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder ifthe expenditure

does not exceed Fiftv Thousand and no/I00 Dollan ($50.000.00 ) and if the payment is in complete settlement

of such claim or suit. If the amount required for settlement exceeds the above amount the parties hereto shall assume and take over

the further handling ofthe claim or sui! unless such authority is delegated to Operator. AII costs and expenses ofhandling settling

or otherwise discharging such claim or suit shall be a thejoint expense ofthe parties participaing in the operation ftom which the

claim or suit arises. Ifa claim is made against any party or ifany party is sued on acoount ofany matter arising from operations

hereunder over which such individual has no contol because ofthe rights given Operator by this agreemen! such party shall

immediately noti! all other parties, and the olaim or suit shall be treated as any other claim or suit involving operalions hereunder.

ARTICLEXI.
FORCEMAJEIIRE

If any party is rendered unable, wholly or in parg by force majeure to carry out its obligations under this agreement other

tha:r the obligation to indemni! or make money payments or fumish security, that party shall give to all otler parties

prompt written notice of the force majeure with reasonably full particulars conceming it; thereupon, the obligations of the

party gving the notice, so far as they are affected by the foroe majeure, shall be suspended during, but no longer than, the

continuance ofthe force majeure. The term "force majeure," as here employed, shall mean an act of God, strike, lockout or

other industrial disturbance, act ofthe public enemy, war, blockade, public riot lightening, fire, stonrl flood or other act of

nature, elelosion, govemmental action, govemmental delay, restaint or inaction, unavailability of equipment and any other

cause, whether ofthe kind speoifioally enumerated above or otherwise, which is not reasonably within the contol ofthe party

claiming suspension.

The affected party shall use all reasonable diligence to remove tle force majeure situation as quickly as practicable. The

requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement ofstrikes,

lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall

be entirely within the discretion ofthe party concemed.

ARTICLEXII.
NOTICES

All notices au&orized or required between the parties by any ofthe provisions ofthis agreement unless othenrise

specifically provided, shall be in writing and delivered in person or by United States mail, courier service, telegrarn, tele:;

telecopier or any other form offacsimile, postage or charges prepaid" and addressed to such parties at the addresses listed on
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Exhibit uA." All telephone or oral notices permitted by this agreement shall be confirmed immediately thereafter by written

notice. The originating notice given under any provision hereof shall be deemed delivered only when received by the party to

whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date

the originding notice is received. "Receipt" for purposes ofthis agreement with respect to written notice delivered hereunder

shall be actuat delivery ofthe notic€ to the address ofthe party to be notified specified in accordance with this agreement or

to the telecopy, facsimile or telex machine of such party. The second or any responsive notice shall be deemed delivered when

deposited in the United States mail or at the office ofthe courier or telegraph service, or upon transmittal by telex, telecopy

or facsimile, or when personally delivered to the party to be notifie4 provide4 that when response is required within 24 or

48 hours, such response shall be given orally or by telephone, telex, telecopy or other facsimile within such period. Each party

shatl have the right to change its address af any time, and from time to time, by giving written notice thereofto all other

parties. Ifa party is not available to recsive notice orally or by telephone when a party attempts to deliver a notice required

to be delivered withm24 or 48 hours, ttre notice may be delivered in writing by any other method specified herein and shall

be deemed delivered in the same manner provided above for any responsivs notice.

ARTICLE)ilI.
TERMOFAGREEMENT

This agreement shall remain in full force and effect as to the Oil and Gas Leases and/or Oil and Gas Interests subject

hereto for the period oftime selected below; provided, however, no party hereto shall ever be construed as having any right title

or interest in or to any Lease or Oil and Gas Interest contibuted by any otho party beyond the term ofthis agreement.

in

ise.
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additionat period of 180 days thereafter; provided however, if, prior to the expiration ofsuch

additional period, one or more ofthe parties hereto are engaged in drilling Reworking Deepening Sidetracking,

Plugging Bach testing or afempting to Complete or Re-complete a well or wells hereunder, this agreement shall

continue in force until such operations have been completed and ifproduction results therefrom, this agreement

shall continue in force as provided herein. In the event the well described in Article VI.A., or any subsequent well

drilled hereunder, results in a dry hole, and no other well is capable of producing Oil and/or Gas from ttre

Contaot Are4 this agreement shall terminate unless drilling, Deepening Sidetracking Completing Re-

completing Plugging Back or Reworking operations are commenced within 180 days from the

dde ofabandonment ofsaid well. "Abandonment" for such purposes shall mean either (i) a decision by all parties

not to conduct any further operafions on the well or (ii) the elapse of 180 days &om the conduct ofany

operalions on tle well, whichever first occurs.

The termination ofthis agreement shall not relieve any party hereto from any expense, liability or other obligation or any

remedy therefor which has accrued or affached prior to the date ofsuch termination.

Upon termination ofthis agreement and the satisfaction ofall obligations hereundeq in the event amernorandum ofthis

Operating Agreement has been filed ofrecord, Operator is authorized to file ofrecord in all necessary recording offices a

notice oftermination, and each party hereto agrees to execute such a notice ofterminafion as to Operato/s interest, upon

request ofoperator, ifOperator has satisfied all its financial obligations.

ARTICLEXIV.
COMPLIANCE WTTH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shall be subject to the applicable laws of the state in which the Contact Area is located to the valid rules,

regulations, and orders ofany duly constituted regulalory body ofsaid state; and to all other applicable federal, state,

and local laws, ordinancss, nrles, regulations and orders.

B. Governing Law:

This agreenent and all matters pertaining hereton including but not limited to matters ofperformance, non-

performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall be governed and

determined by the law of the state -__-----..1oh!o _.
C. RegulatoryAgencies:

Nothing herein contained shall grant, or be constued to grant Operator the right or authority to waivo or release any

rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or

orders promulgated under such laws in reference to oil, gas and mineral operations, including the location, operation, or

production of wells, on tracts offsetting or adjacent to tle Contract Area-

quantiti+cqtThis agre€ment shall continue in force so long as

22
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With respect to the operations hereunder, Non-Oporalon agree to release Operalor from any and all losses, damages,

injuries, claims and causes ofaction arising out of incident to or resulting directly or indirectly trom Operato/s interpretation

or application ofrules, rulings, regulations or orders ofthe Deparftnent ofEnergy or Federal Energy Regulatory Commission

or predecessor or successor agencies to the extent such interpretation or applicafion was made in good faith and does not

constitute gross negligence. Each Non-Operator further agrees to reimburse Operator for such Non-Operato/s share of
production or any refund, fine, levy or other govemmental sanction that Operator may be required to pay as a result ofsuch

an inconect interpretation or application, together with interest and penalties thereon owing by Operator as a result ofsuch

inconect interpretation or application.

ARTICLEXV.
MISCELLANEOUS

A. Execution:

This agreement shall be binding upon each Non-Operator when this agreement or a counterpart thereofhas been

executed by such Non-Operator and Operalor notwithstanding that this agreement is not then or thereafler executed by all of
the parties to which it is tendered or which axe listed on Exhibit "A" as owning an interest in the Contact Area or which

own, in fact, an interest in the Confract Area- Operator may, however, by written notice to all Non-Operators who have

become bound by this agreement as aforesai4 given at any time prior to the actual spud date of the Initial Well but in no

event later than five days prior to the date specifed in Article VI.A for commencement of the Initial Well, terminate this

agreement if Operator in its sole discretion determines that there is insuffrcient participation to justif commencement of
drilling operations. In the event ofsuch atermination by Operalor, all further obligations ofthe parties hereunder shall cease

as of such terminalion. ln the event any Non-Operator has advanced or prepaid any share of drilling or other cos8

hereunder, all sums so advanced shall be retumed to such Non-Operator without interest. In the event Operator proceeds

with drilling operations for the Initial Well without the execution hereof by all penons listed on Exhibit "A" as having a

current working interest in such well, Operator shall indemniff Non0perators with respect to all costs incuned for the

Initial Well which would have been charged to such penon under this agreement if such person had executed the same and

Operator shall receive all revenues which would have been received by such person under this agreement ifsuch person had

executed the same.

B. Successors and Assigns:

This agreement shall be binding upon and shall inure to the benefit ofthe parties hereto and their respective heirs,

devisees, legal representatives, succosson and assigns, and the terms hereofshall be deemed to run with the Leases or

lnterests included within the Contract Area-

C. Counterparb:

This instument may be executed in any number ofoountorpails, each ofwhich shall be considered an original for all

purposes.

D. Severability:

For the purposes ofassuming or rejecting this agreement as an executory conffact pursuant to federal bankruptry laws,

this agleement shall not be severable, but rather must be assumed or rejected in its entirety, and the failure ofany party to

this agreement to comply with all ofia financial obligations provided herein shall be a material default

[space intentionally left blank]
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ARTICLEXVI.
OTHERPROVISIONS

A- SEOUENCE OF OPERATIONS - YERTICAL

1. When any well authorized under tle terms of this Agreement either by all parties, or by one or more but less than all parties, has been

drilled to ib objective depth and tle parties participating therein cannot mutually agree upon ttre sequence and t'ning of further
operations regarding such wello the following proposals shall confrol in the order hereafter enumerated:

a. A proposal to do additional logging coring or testing provided that in tle event a disagreement exisb as to the testing to be performed

on the well at any depth, tcting shall be performed as follows:

i) Any logging coring or testing provlded ln a prognosis or AFE shall be conducted for the joint account;

ii) Any additional logging, coring or testing shall be performed by the operator at the sole cost, risk, erpense and liability, including
indemnification against loss of holg of the parties electing to participate in such additional operations, and such participadng parties shall

be exclusively entitled to tle information obtaind therefrom; provided, however, no such additional lesting shall be perfomred on a weil
then producing in paying quantitie unless all worhng interest owuers in such well consent to such testing.

b. A proposal to attemptto completetlewellat ib objective depth;

c A proposal to plug back and attempt to complete said well in prospective zones at lesser depths, with priorities given in
$ssading order;

d. A proposal to deepen the well to deeper formations than theretofore approved witl priorltie given in descending order;

e A proposal to sidetrack the well to a new bottom hole location;

I A proposal lo plug and abandon thewell.

2. In tle event a well drilled pursuant hereto is in such a condition that, at the tine the pafticipating partie are considering

anyoftheaboveproposalsthat,intheopinionoftle Operator, a reasonable, prudent opemtor would not conduct the operations

contemplated by a pardcular proposal for fear of placing the hole, life or property in Jeopardy of losing same prior to completing such

well at ib objective depth, such election shall not be given the priority set forth abova

B. SEOTJENCEOFOPERATIONS-HORIZONTAL

1. When any well author"ized under the terms of tils Agreement, either by all parties, or by one or more but less than all partles, has been

drilled to ib objective depth and the parties participating therein cannot mutually agree upon the sequence and timing of further
operations regarding such well, the following proposals shall control in ttre order hereafter enumerated:

Attempt completion ofdrilling operations on all proposed Laterals;
Deepen any Lateral;
Attempt a Completion in a Iateral,lncluding testing and logging;
Kick out and drill additional Lateral(s) in ttre same formation;
Sidetrackwell to a different formation;

f. PIug backand attempt Completion in ascending orderfrom deepctto shallowest depths;
g. Dcepen a well from the vertical section ofthe wellbore below tle authorized depth in decending order from shallowest to deepct
depths;

h. Abandon thewell pursuant to Article VI.E.
In the event a well drilled pun:uant hereto is in such a condition that at the time the participating parties are considering any of the above

proposnls that in the opinion of the Operator, a reasonablg prudent operator would not conduct the operations contemplated by a
particular proposal for fear of placing the holg life or property ln jeopardy of losing same prior to completing such well at ib

objectlve depth, such electlon shall not be given the priority set forth above

C. TRANSFEROFINTERESTS

A party may sell, transfer, or assign all or any undMded part of ib interest in the leases and all wells and equipment covered hereby
provided that:

1. Any such sale, transfer, or asslgnment shall be made only to a linancially responsible party or partic;

2. Such party shall provide ttre Operator a copy of the fully executed assignment within thirty (30) days after aII signatures on the
assignment have been obtained;
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3. Such party shall incorporate in such instrument evidencing the sale, transfer, assig[ment, or other disposition, a provision

making the same exprgly subject to this Agreenent and shall obtain (and fornish to the other parties) such transferre's written consent to

be bound by all the provislons of this Agreemenl

D. SIJBDIVISION OF INTERESTS

Ifat any tirne the interct ofany party is dMded among and owned by three or more co-owners, Operator reserve the right to require that
such co-owners appoht a single trustee or agent with full authority to receive noticc, approve expenditurc, rtceive billings for and

approve and pay such party's share of the joint erpenses, and to deal generally with, and with power to bind, the co-owners of such party's
interats within the scope of the operations embraced in this trg1se6sd; however, all such co-ownen shall have tle right to enter into and

execute all contracb of agreemetrS for the disposition of their repective shares of the oil and gas produced from the Contract Area and

they shall have the right to recelvg separately, payment of the sale proceeds thereof. Until the trustee or agent is appointed, the party who
assigned to one or more co-owne6 shall be considerd for all purposes herrof as such trustee or agenl wfth all rights and rcponsibilities
thereof. The truste€ or agent appolnted or deemed to be appointed hereunder shall be liable to Operator for aII costr, expenses and

liabilities incurred pursuant to this Agreement attributable to the interests for which tle trustee or agent is appointed or deemed to be

appointed. Operator shall not be required to account separately for the separzte interesb reprcented by ttre trustee or agenl

E. SI]BSEOTIENTLY CREATED INTERf,STS

Notwithstanding any provisions of tlis Agreement to the cotrtrary, if any Party hereto shall create an overriding royalty, production
payment, net proceeds interesq or other similar interest, in excess of a eighty percent (80%) net revenue interest, proportionately reduced,
subsequent to the efrectfue date of this Agrcement or if such an interest was crealed prior to the efreclive date hereof but was neither
recorded in the county in which the Contract Area is located (any such interct created under tle circumstances herein mentioned shall
hereafter be referred to as a "Subsequently Created Interesf), such Subsequently Creted Interest shall be specifically subject to all of the
tems and provlsions of this Agreement, as follows:

(l) If non<onsent operations are conducted pursuant to any provision of rhis Agreement and the Party or Parties conducting such

dperations become entitled to receive the production attributable to the interest out ofwhich ttre Subsequently Created Interest is derived,

such Party or Parties shall receive same free and clear of such Subsequently Created Interct The Party creating same shall bear and pay

all such Subsequently Created hter€sts and shall indemnify and hold the other Parties hereto free and harmless from any and all liability
resulting there from.

@ Ifthe owner ofthe hterest from which a Subsequently Created Interct ls derived fails to pay, when due, ib share ofexpensc
chargeable hereunden any lien granted the other Parties hereto under any provisions hereof, including, but not limited to, Articles VILB
and XVI.L or under the appropriate state statutc shall cover and affect Subsequently Created Interct and tne righb of the Parties shall
be the same as if the Subsequently Created Interest had not been created. The owner of tle interest from which such Subsequently Created

Interest was derived shall be rcponsible to the owner of such Subsequently Created Interest for any amounb to which tle latter may be

entitled.

(3) If the owner of the interest from which a Subsequently Created Interest is derived (i) elecb to abandon a weII under ttre provision

of Article VLE. hereof, (ii) elects to surrender a lease (or portion thereof) under the provisions of Article YItr A. hereof, or (iii) elecb not to
pay rentals attributable to ib interest in any lease and lhereby ls required to assign the lease or that portion or inlerct thereln for which lt
elects not to pay rentals to tiose Padies paying such rental, any assignment resulting from such election shall be free and clear of ttre

Subsequenfly Created Interest

(4) The party creating such SubsequenUy Created Interct shall indemnify and hold the other Parties hereto harmless from any
claim or cause of action by the owner of the Subsequently Created Interest based on, or related to, the obligations created by such

Subsequen{y Created Intercst

F. COSTS INCT]RRED BY OPERATOR: OUTSIDE LEGAL FEES. THIRD PARTY Sf,RVICES" GOVf,RNMENTAL FILINGS

Notwithstanding anything to the contrary contained in this Operating Agreement of Exhlblt "C' Accounting Procedurg all costs incurred
by Opemtor ln procuring curative matters to the benefit of any jointly owned leas6, pooling amendments, preparation and recording of
pooling deslgnations or declarations and conducting hearings before governmental agencies or regulatory bodieso including fers and
expens€s ofou1slde attorneys and/or professional consultants or landmen shall not be considercd as administrative overhead, and Operator
shall be entitled to make a direct charge against the Joint Account for same. Operator shall not chargg however, fees for legal or
consulting services to lhose Parties hereto who have elected to reprcent ttremselves before any State and Federal agencies.

G. COMPLIANCE WTIH I.AWS AI{D ACCURACY OF RECORDS

(1) Operator agre6 to comply with all laws and lawful regulations applicable to any activities carried out in the name of or on behalf of
any otre or more of the partic to thls Agreement under the provisions of this Agreement and./or any amendments to it
(2) Operator agrees that all financlal statementso biling$ and reporb rendered to any otre or more ofttre parties to this Agreement, as

provided for in this Agreement and/or any amendmenb to i! will, to tle best of its knowledge and belief, reflect properly the facb about all
activities and transactions handled for the account ofsuch party or parties, which data nay be relied upon as being compl€te and accurate
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in any frrrther recording and reporting made by such party or parties forwhatever purpose.

(3) Operator agres to noti& the ottrer parties to this Agreement promptly upon discovery ofany instance where the Operator fails to
comply with the provision(l) above or where Operator has reason to belleve data covered by (2) above is no longer accurate and complete.

H. COMMENCEMENT OF OPERATIONS

For the puraose of Articles VLB.I. and VI.8.2., Operator may commence activitic preliminary to actual drilling operations, including
without limitation building locationo roads and pi6o delivering materials and equipment to the well site rigging up a drilling rigo and/or

actual drilling openrtions at any time either beforr or after giving the notice of proposed operations required by said Articlc.
Notwithstanding the foregoingo the parties receMng notice of proposed operations punuant to Afticles YLB.I and VI.B.2 shall have the fuII
time allowed in which to make ttreir election(s) and shall be subject to the non-consent provisions thereof to the same exlent and in the same

matrner as provided in said Article VI.B. wilhout reference to the time tlat such activities were commenced relative to giving notice.

Nothing in this provision shall serve to extend the fime within which Operator is required to commence operations punuant to Article
VLB.I and VI.B.2.

I. DEFINITION OF TITE TERM ilPLUG AIID ABAIIDON TTTE WELL"

It is understood and agreed tlat, as used herein, the phrases 'rplug and abandon the well 94! plugging and abandoning the well" shall be

deemed to include all costs assmiated wtth plugglng and abandonment ofa well and restoration ofthe surfacg includlng but not limited
to, any costs of remediating contamination, to tle extent tlat remediation and/or restoration is required by applicable laws or regulations

or by prevailing oil lield practiceg or by the tenns ofany ofthe Leases or other agreemenb.

J. CASINGPOINT ELECTION

EI9ptiS!_No.2: All neccsary expenditures for the drilling or deepsning and tcting of &e a vertical well. When such well has reached its

authorized depth, and all tesb have been completed, and the resulb thereofftrnished to the partic, Operatorshall give immediate notice

to the Non-Operators who have the right to participate in the completion c6ts. The partie receiving such notice shall have forty-eight
(48) hous (exdusive ofSaturday, Sunday and legal holidays) in which 1o elect to pardclpat€ h the setting ofcasing and the completion at-
tempt Such election, when made, shall include consent to all necessary expenditurc for the completing and equipping of such well, in-
cluding necessary tankage and/or surface facilities. Failure of any party recelvlng such noXlce to reply wlthln the period above fixed shall

constitute an elecdon by that party not to participate in the cost of ttre completion attempt If one or more, but less than all of the parties,

eled to set pipe and to attempt a completion, the provisions ofArticle VLB.2. hereof(the phrase &reworking, deepening or plugging

back' as contained ln Article VI.B.2 shall be deemed to include "completingl) shall apply to the operations thereafter conducted by less

tlan all parties

K. DISPOSAL OF S{JRPLUS MATERIAL

Operator may dispose of any items of surplus or obsolele materials or equipment if the current price of new materials or equipment
similar thereto is less than fifty thousand dollan ($50,000).

L. NOTICE OF LIEN AI\D MORTGAGf, - FINAI\CING STATEMENT

Each party to this Agreement ratifies and agrec to execute a "Notice of Lien and Mortgage -Financing Statementil in ttre form attached

hereto as Exhibit "II" simultaneously with thelr execution of tlis Agreement Each party firrther authorizes the Operator to file such

instrument in the appropriate records ofthe county or counties where the contract lands are located and in the Uniform Commercial Code

records of the appropriate Sccretary of State's office and/or such other records as may be required under applicable state law to fu|Iy
perfect f.he security interesfu created herein.

M. COIIFLICT BETWEENAFE AI\D COPAS

If any costs listed in approved AFE conflict with the provisions of Exhibit "C", tle provisions of Exhibit "C" shall prevail unless such

Atr'E, when submitted for approval, clearly and fully disclosed tlat such cosb were an exception to, or in conflict with, Exhibit "C".

N. ACCESS TO CONTRACT AREA AND INFORMATION

No Non-Consent Party under Article VI.A' Article VI.B., or Article YLCI' shall have access to the well site with respect to the applicable
operation, and such Non-Consenting Party shall not be entitled to receive, and shall not be given or provided with any information relating
to that operation, including any noticeg applications, reports or similar information under Article V.DS, until tle Consenting Parties have

recouped the non-consenting penalty provided for in Article W.B with rcpect to tiat operation.

o. cor[Fl,lcrs
In the event this Operating Agreement ls subject to a separate Unit Agreement for ttre Development of the Wise Utrit B and there is a

conflict between the provisions of tlis Operating Agreement including this Article XVI, and such Unit Agreement the provisions of this
Operating Agreemenl including this Article XYI , shall prevail and control. This Operating Agreement ls lntended to cover the parties'
respective interesb in the Unitized Formation.

26



I
2
J

4
5

6

7

8

v
l0
ll
12

13

t4
15

t6
t7
18

l9
20
2l
22
23

24
25

26

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

P. BTJRDENS

Operator will pay all royaltic and overriding royalties which burden production from the Contract Area (other than any royalties or

overrlding royaltic which constitute Subsequently Created Interesb under the terms of Article XVLD), it being understood and agreed

that, for so long as Operator is making such paymen! tle proportionate interest of each Non-Operator in such production shall be reduced

by ttre amount of such burdens. Non-Operator agrecs to: 1) Promp|y provide Openator any lnformation and documentation reasonably

requested by Operator that may facilitate such payment; and 2) Protect, indemnify, defend and hold harmless Operator from any claims

liabilitic or causes ofactlon rclated to such payment It is understood and agreed that Operator may elect to have Non-Operators pay

their share of any royaltic and overriding royaltic upon one-hundred twenf (120) days written notification, provided that' wilhin sixty

(60) days of providing such notification, Operator shall provide Non-Operators witl copies of all information and documentation in

Operator's possession (without 6gking an! representation as to the completencs or accuracy of such information and documentation)

which is necessary or useful in making such paymen! and shall cooperate with any reasonable rtquests made by Non-Operators for
assistance in settitrg up such paymenb.

Q. CONTRACI DISCREPAI\CIES

This Artide XVI is intended to modify and supplement the other provisions of this Agreement In the event of any discrepancies between

the terms of this Article XW and the remainder of this Agreement &e terms of Article XVI shall control.

R IIEADINGS

The descriptive headings used in this Agreement are for convenience only and will not be deemed to afrect the meaning ofany provision ln
this Agreement
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IN MTNESS WHEREOF, this agreement shall be effective as ofthe_ day of

. wne naspreparee mee*ula*eem

in

ATTEST ORWITNESS: OPERATOR

XTO ENERGY INC.

Edwin S. Ryan, Jr.

Title: Senior Vice President - Land

Date

Tax ID or S.S. No.

NON-OPERATORS

Title:

Date

Tax ID or S.S. No.

Title:

Date

28
Tax ID or S.S. No.
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Type or print name

Title

Tax ID or S.S. No.
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ACIC.{OWLEDGMENTS

Note: The following forms of acknowledgment are the short forms approved by the Uniform l,aw on Notarial Acts.

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

Acknowledgment in representative capacity:

OPERATOR

State of

County of

This instrument was acknowledsed before me on

Edwin S. Rvan. Jr.

Senior Vice-President Land of XTO Enerry Inc." a Delaware comoration on behalf of such comoration

(Seal, if any)

Title (and Rank)

My commission expires:

NON-OPERATORS

State of )

) ss.

)

This insfument was acknowledged before me on

) ss.

)

by

County of

by

(Seal, if any)

Title (and Rank)

)

) ss.

State of

30

My commission expires:
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I

2 County of

4 This insfument was acknowledsed before me on

by

5

6

8 _of
9

l0 (Seal, ifany)
ll
12

13

t4

Title (and Rank)

My commission expires:

31
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Exhibit “A” 
XTO JOA 
Coffield Unit A 

EXHIBIT “A” 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING 
AGREEMENT DATED NOVEMBER 18, 2015, WITH XTO ENERGY INC. AS 
“OPERATOR”, COVERING THE COFFIELD UNIT A, IN RICHLAND TOWNSHIP, 
BELMONT COUNTY, OHIO. 

1. Description of lands subject to this Agreement:

501.7862 acres of land, more or less, being the same lands described herein on
Exhibit “A” and as depicted on Exhibit “A-1.”  Further, Exhibits A-2 through A-4
list, among other things, all of the mineral owners and tax identification numbers
of the tracts included in the lands.

2. Restrictions, if any, as to depths, formations, or substances:

Fifty feet above stratigraphic equivalent of the top of the Utica formation, which
occurs at a measured depth of 6,141 feet as found in the Batelle Memorial
Institute – Ohio Geological Survey CO2 1 well (API#34157-25334-0000), located
in Tuscarawas County, Ohio, to fifty feet below the top of the Trenton formation,
which occurs at a measured depth of 6,398 feet found in the Batelle Memorial
Institute – Ohio Geological SurveyCO2 1well (API#34157-25344-0000), located
in Tuscarawas County, Ohio.

3. Parties to Agreement with addresses and telephone numbers for notice
purposes:

XTO Energy Inc.
810 Houston Street
Fort Worth, TX 76102
ATTENTION:  Win Ryan- Sr. Vice President-Land
Email: win_ryan@xtoenergy.com
Telephone:  (817) 870-2800
Fax:  (817) 870-1671 fax

*Phillips Exploration, LLC
Use same information as provided above for XTO Energy Inc.

*Ascent Resources Utica, LLC
301 N.W. 63rd Street, Suite 600
Oklahoma City, OK 73116
ATTENTION: Bob Kelly
Email: bob.kelly@ascentresources.com
Thomas Blalock
Email: tom.blalock@ascentresources.com
Serena Evans
Email: serena.evans@ascentresources.com
Telephone:  (405) 418-8000
Fax:  (405) 418-8040

CNX Gas Company, LLC 
One Energy Drive 
Jane Lew, West Virginia 26378 
ATTENTION: Derek Fitzwater 
Email: derekfitzwater@consolenergy.com 
Telephone: (304) 884-2036 

Supplemental Exhibit 1



Page 2 of 4 
Exhibit “A” 
XTO JOA 
Coffield Unit A 

Hess Ohio Developments, LLC 
1501 McKinney 
Houston, TX 77010 
ATTENTION: Ivy Phillips 
Email: iphillips@hess.com 
Telephone: (713) 496-5404 

Consol Mining Company LLC 
One Energy Drive 
Jane Lew, WV 26378  
ATTENTION: Derek Fitzwater 
Email: derekfitzwater@consolenergy.com 
Telephone: (304) 884-2036 

Siltstone Resources, LLC 
600 Jefferson Street 
Suite 2000 
Houston, TX 77002 
ATTENTION: Michael Rosinski 
Email: michael.rosinski@siltstone.com 
Telephone: (281) 433-0137 

John Sliwinski and Mildred Sliwinski 
1304 Custer-Orangeville Road 
Brookfield, OH 44403 
Email: N/A 
Telephone: (330) 539-4087 

Roger A. Barack and Lana J. Barack, husband and wife 
64501 Harvey Hill Road 
St. Clairsville, OH 43950 
Email: gunite@bellaire.tv 
Telephone: (740) 312-2400 

*Party not subject to the terms of this Operating Agreement

4. Percentages of fractional interests of parties to this Agreement:

Operator Working Interest % 

XTO Energy Inc. (Operator)  18.657635 

Non-Operator 

* Phillips Exploration, LLC  21.428110 

* Ascent Resources - Utica, LLC 26.643451 

CNX Gas Company, LLC   6.359282 
(Lana J. Barack and Roger Barack- Potential ODMA Claim) 

Hess Ohio Developments, LLC 6.359282 
(Lana J. Barack and Roger Barack- Potential ODMA Claim) 

Consol Mining Company LLC 0.015704 
(Lana J. Barack and Roger Barack- Potential ODMA Claim) 

Siltstone Resources, LLC 15.402401 

John Sliwinski and Mildred Sliwinski 5.134134 

TOTAL            100.000000% 

*Party not subject to this Operating Agreement.
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Note:  The working interests listed above are estimates and are subject to change 
based upon the verification of title, additional leasehold acquired within the 
Contract Area, and/or participation or non-participation of unleased mineral 
interest and/or third parties.  The Parties’ interests shall be adjusted to reflect the 
actual interest owned by the Parties in the Contract Area.  Moreover, the unleased 
mineral interest owners are shown above to reflect their share of the working 
interest in the event they do not elect to lease their interest following unitization. 

5. Oil and Gas Leases Subject to Agreement:

1. Oil and Gas Lease dated August 28, 2013, between Janet L. DeBonis and John R.
DeBonis, Jr., wife and husband, as Lessor, and Paloma Partners III, LLC, as Lessee, a
Memorandum of which is recorded at Instrument Number 201300012815, Book 417,
Page 776, Records of Belmont County, Ohio. (Tract 1 as depicted on Exhibit “A-1”)

2. Oil and Gas Lease dated August 27, 2013, between Joseph R. Coffield, a single man, as
Lessor, and Paloma Partners III, LLC, as Lessee, a Memorandum of which is recorded at
Instrument Number 201300013512, Book 420, Page 640, Records of Belmont County,
Ohio. (Tracts 1 as depicted on Exhibit “A-1”)

3. Oil and Gas Lease dated September 13, 2013, between Nile E. Batman, aka Nile Batman
and Katheryn K. Batman, aka Katheryn Batman, husband and wife, as Lessor, and
Paloma Partners III, LLC, as Lessee, a Memorandum of which is  recorded at Instrument
Number 201300015066, Book 426, Page 875, Records of Belmont County, Ohio. (Tracts
2 and 3 as depicted on Exhibit “A-1”)

4. Oil and Gas Lease dated May 11, 2015, between Marion T. Ruminski, a single man, as
Lessor, and XTO Energy Inc., as Lessee, a Memorandum of which is recorded at
Instrument Number 201500006943, Book 552, Page 1392, Records of Belmont County,
Ohio. (Tracts 2 and 3 as depicted on Exhibit “A-1”)

5. Oil and Gas Lease dated May 11, 2015, between Genevieve P. Gehm and Edgar Gehm,
wife and husband, as Lessor, and XTO Energy Inc., as Lessee, a Memorandum of which
is recorded at Instrument Number 201500006941, Book 552, Page 1388, Records of
Belmont County, Ohio. (Tracts 2 and 3 as depicted on Exhibit “A-1”)

6. Oil and Gas Lease dated May 11, 2015, between Wanda T. Nime and Edward Nime, wife
and husband, as Lessor, and XTO Energy Inc., as Lessee, a Memorandum of which is
recorded at Instrument Number 201500006940, Book 552, Page 1392, Records of
Belmont County, Ohio. (Tracts 2 and 3 as depicted on Exhibit “A-1”)

7. Oil and Gas Lease dated May 11, 2015, between Harry J. Ruminski and Jane M.
Ruminski, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a
Memorandum of which is recorded at Instrument Number 201500006942, Book 552,
Page 1390, Records of Belmont County, Ohio. (Tracts 2 and 3 as depicted on Exhibit “A-
1”)

8. Quitclaim Deed effective July 31, 2011, between Consolidation Coal Company, as
Grantor, and CNX Gas Company LLC, as Grantee, recorded at Instrument Number
201100007400, Book 286, Page 149, Records of Belmont County, Ohio. (Tracts 4 and 12
as depicted on Exhibit “A-1”)

9. Mineral Interest Deed effective August 1, 2011, between CNX Gas Company, LLC, as
Grantor, and Hess Ohio Developments, LLC, as Grantee, recorded at Instrument Number
201200001906, Book 309, Page 690, Records of Belmont County, Ohio. (Tracts 4 and 12
as depicted on Exhibit “A-1”)

10. Oil and Gas Lease dated April 18, 2012, between Marietta Coal Company, as Lessor, and
XTO Energy Inc., as Lessee, a Memorandum of which is recorded at Instrument Number
201200004936, Book 323, Page 43, Records of Belmont County, Ohio. (Tracts 5, 6, 7,
and 13 as depicted on Exhibit “A-1”)
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11. Oil and Gas Lease dated December 21, 2012, between Roger A. Barack and Lana J.
Barack, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a Memorandum
of which is recorded at Instrument Number 201300001127, Book 368, Page 690, Records
of Belmont County, Ohio. (Tracts 6, 7, 10 and 20 as depicted on Exhibit “A-1”)

12. Mineral Deed dated August 29, 2013, between John Sliwinski and Mildred Sliwinski,
husband and wife, as Grantor, and Siltstone Resources, LLC, as Grantee, recorded at
Instrument Number 201300012655, Book 416, Page 939, Records of Belmont County,
Ohio. (Tract 8 as depicted on Exhibit “A-1” – included to show potential claim under
ODMA)

13. Quitclaim Deed dated December 12, 1985, between Stephenia Sliwinski, widowed and
not remarried, as Grantor, and John Sliwinski, as Grantee, recorded at Instrument
Number 201000001633, Book 221, Page 173, Records of Belmont County, Ohio. (Tract
8 as depicted on Exhibit “A-1” – included to show potential claim under ODMA)

14. Oil and Gas Lease dated June 8, 2006, between Michael W. Kurth, single never married,
and William Kurth and Patricia Kurth, life estate, as Lessor, and Reserve Energy
Exploration Company, as Lessee, recorded at Instrument Number 200600005950, Book
65, Page 798, Records of Belmont County, Ohio. (Tracts 9 and 11 as depicted on Exhibit
“A-1”)

15. Oil and Gas Lease dated September 15, 2015, between Mary Ann Cerminara, Successor
Trustee of the Marie VanDyne Testamentary Trust created by Item V of the Will of
Marie VanDyne, as Lessor, and XTO Energy Inc., as Lessee, a Memorandum of which is
recorded at Instrument Number 201500011816, Book 573, Page 102, Records of Belmont
County, Ohio. (Tract 14 as depicted on Exhibit “A-1”)

16. Oil and Gas Lease dated June 9, 2015, between Adam Nathan Vavrek and Wendy Jo
Vavrek, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a Memorandum
of which is recorded at Instrument Number 201500008045, Book 556, Page 819, Records
of Belmont County, Ohio. (Tract 16 as depicted on Exhibit “A-1”)

17. Quitclaim Deed, Assignment and Bill of Sale effective November 25, 2013 between
Consolidation Coal Company, Central Ohio Coal Company, Eighty-Four Mining
Company, Keystone Coal Mining Corporation, McElroy Coal Company, and Southern
Ohio Coal Company, as Grantor, and Consol Mining Company LLC, as Grantee,
recorded at Instrument Number 201400002027, Book 452, Page 1, Records of Belmont
County, Ohio. (Tracts 15 and 17 as depicted on Exhibit “A-1”)

Together with all amendments, ratifications, corrections, and/or
modifications of the Oil and Gas Leases described herein, and INSOFAR as
said Oil and Gas Leases cover those depths and formations identified in
Section 2 above.

6. Surface and Production Burdens:

Each party hereto shall bear and pay its proportionate share (as set forth 
above) of any and all overriding royalties and specific payments for additional 
wells burdening pad sites used to drill wells in and under the Contract Area 
covered by this Operating Agreement, insofar and only insofar as such 
overriding royalties and payments are attributable to wells drilled in and under 
the Contract Area. 

END OF EXHIBIT “A” 
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EXHIBIT A-2S
Unit Tracts

Attached to that certain Operating Agreement dated November 18, 2015 covering the Coffield A Unit, Richland Township, Belmont County, Ohio

Tract # Tax Map 
Number

Mineral Owner Leased
(Y/N)

Parcel 
Surface Acres 

in Unit

Mineral 
Owner 
Interest

Mineral 
Owner 

Surface Acres

Tract 
Participation

Unit Working 
Interest

XTO Working 
Interest

XTO Unit 
Participation

Phillips Exploration 
Working Interest

Phillips 
Exploration 

Unit Participation

ARU Working 
Interest

ARU Unit 
Participation

Mineral Owner Address City State Zip Code

1 32-01294.000 Janet L. DeBonis and John R. DeBonis, Jr. Yes 6.050800 0.2500 1.512700 0.003015 0.301463% 0.000000% 0.000000% 60.000000% 0.180878% 40.000000% 0.120585% 6165 Cedar Grove Drive Midland VA 22728
1 32-01294.000 Joseph R. Coffield Yes 6.050800 0.7500 4.538100 0.009044 0.904389% 0.000000% 0.000000% 60.000000% 0.542633% 40.000000% 0.361756% 51081 Methodist Ridge Road St. Clairsville OH 43950
2 32-01644.000 Nile E. Batman and Katheryn K. Batman Yes 31.299100 1.0000 31.299100 0.062375 6.237537% 0.000000% 0.000000% 60.000000% 3.742522% 40.000000% 2.495015% 2108 M Avenue #4 Milford IA 51351
2 32-01644.000 Marion T. Ruminski* Yes 31.299100 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 51070 Methodist Ridge Road St. Clairsville OH 43950
2 32-01644.000 Genevieve P. Gehm and Edgar Gehm* Yes 31.299100 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 3059 Rainier Avenue Columbus OH 43231
2 32-01644.000 Wanda T. Nime and Edward Nime* Yes 31.299100 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 7614 Cathedral Hills Drive Cincinnati OH 45244
2 32-01644.000 Henry J. Ruminski and Jane M. Ruminski* Yes 31.299100 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 3040 Viola Drive Beavercreek OH 45434
3 32-01642.000 Nile E. Batman and Katheryn K. Batman Yes 59.483000 1.0000 59.483000 0.118543 11.854252% 0.000000% 0.000000% 60.000000% 7.112551% 40.000000% 4.741701% 2108 M Avenue #4 Milford IA 51351
3 32-01642.000 Marion T. Ruminski* Yes 59.483000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 51070 Methodist Ridge Road St. Clairsville OH 43950
3 32-01642.000 Genevieve P. Gehm and Edgar Gehm* Yes 59.483000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 3059 Rainier Avenue Columbus OH 43231
3 32-01642.000 Wanda T. Nime and Edward Nime* Yes 59.483000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 7614 Cathedral Hills Drive Cincinnati OH 45244
3 32-01642.000 Henry J. Ruminski and Jane M. Ruminski* Yes 59.483000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 3040 Viola Drive Beavercreek OH 45434
4 32-01664.000 CNX Gas Company, LLC No 24.427000 0.5000 12.213500 0.024340 2.434005% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1000 Consol Energy Drive Canonsburg PA 15317
4 32-01664.000 Hess Ohio Developments, LLC No 24.427000 0.5000 12.213500 0.024340 2.434005% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1501 McKinney Street Houston TX 77010
4 32-01664.000 Lana J. Barack and Roger A. Barack* No 24.427000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 64501 Harvey Hill Road St. Clairsville OH 43950
5 32-01546.000 Marietta Coal Company Yes 39.093000 1.0000 39.093000 0.077908 7.790768% 60.000000% 4.674461% 0.000000% 0.000000% 40.000000% 3.116307% 67705 Friends Church Road St. Clairsville OH 43950
6 32-01661.000 Lana J. Barack and Roger A. Barack Yes 44.207500 0.5000 22.103750 0.044050 4.405014% 60.000000% 2.643008% 0.000000% 0.000000% 40.000000% 1.762005% 64501 Harvey Hill Road St. Clairsville OH 43950
6 32-01661.000 Marietta Coal Company Yes 44.207500 0.5000 22.103750 0.044050 4.405014% 60.000000% 2.643008% 0.000000% 0.000000% 40.000000% 1.762005% 67705 Friends Church Road St. Clairsville OH 43950
7 32-01660.000 Lana J. Barack and Roger A. Barack Yes 15.863100 0.5000 7.931550 0.015807 1.580663% 60.000000% 0.948398% 0.000000% 0.000000% 40.000000% 0.632265% 64501 Harvey Hill Road St. Clairsville OH 43950
7 32-01660.000 Marietta Coal Company Yes 15.863100 0.5000 7.931550 0.015807 1.580663% 60.000000% 0.948398% 0.000000% 0.000000% 40.000000% 0.632265% 67705 Friends Church Road St. Clairsville OH 43950
8 32-01662.000 John Sliwinski and Mildred Sliwinski No 103.049500 0.2500 25.762375 0.051341 5.134134% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1304 Custer-Orangeville Road Brookfield OH 44403

8 32-01662.000 Siltstone Resources, LLC No 103.049500 0.7500 77.287125 0.154024 15.402401% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 650 North Sam Houston
Parkway East, Ste. 205

Houston TX 77060

8 32-01662.000 Lana J. Barack and Roger A. Barack* Yes 103.049500 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 64501 Harvey Hill Road St. Clairsville OH 43950

9 32-01479.000

Life Estate:
William F. Kurth and Patricia Kurth
Remainderman:
Michael W. Kurth

Yes 31.855000 1.0000 31.855000 0.063483 6.348321% 0.000000% 0.000000% 60.000000% 3.808993% 40.000000% 2.539329% 64811 Campbell-Johnson Hill Road St. Clairsville OH 43950

10 30-00335.000 Lana J. Barack and Roger A. Barack Yes 55.596200 1.0000 55.596200 0.110797 11.079659% 60.000000% 6.647795% 0.000000% 0.000000% 40.000000% 4.431864% 64501 Harvey Hill Road St. Clairsville OH 43950

11 30-00377.000

Life Estate:
William F. Kurth and Patricia Kurth
Remainderman:
Michael W. Kurth

Yes 50.517600 1.0000 50.517600 0.100676 10.067555% 0.000000% 0.000000% 60.000000% 6.040533% 40.000000% 4.027022% 64811 Campbell-Johnson Hill Road St. Clairsville OH 43950

12 30-00401.000 CNX Gas Company, LLC No 39.393000 0.5000 19.696500 0.039253 3.925277% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1000 Consol Energy Drive Canonsburg PA 15317
12 30-00401.000 Hess Ohio Developments, LLC No 39.393000 0.5000 19.696500 0.039253 3.925277% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1501 McKinney Street Houston TX 77010
12 30-00401.000 Lana J. Barack and Roger A. Barack* No 39.393000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 64501 Harvey Hill Road St. Clairsville OH 43950
13 30-00510.000 Marietta Coal Company Yes 0.267600 1.0000 0.267600 0.000533 0.053329% 60.000000% 0.031998% 0.000000% 0.000000% 40.000000% 0.021332% 67705 Friends Church Road St. Clairsville OH 43950

14 30-00298.000
Mary Ann Cerminara, Successor Trustee of the Marie 
VanDyne Testamentary Trust created by Item V of the Will 
of Marie VanDyne

Yes 0.526500 1.0000 0.526500 0.001049 0.104925% 100.000000% 0.104925% 0.000000% 0.000000% 0.000000% 0.000000% 62273 Tacoma Road Barnesville OH 43713

15 32-01663.000 CNX Gas Company, LLC No 0.036800 1.0000 0.036800 0.000073 0.007334% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1000 Consol Energy Drive Canonsburg PA 15317
15 32-01663.000 Lana J. Barack and Roger A. Barack* No 0.042000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 64501 Harvey Hill Road St. Clairsville OH 43950
16 30-00284.000 Adam Nathan Vavrek and Wendy Jo Vavrek Yes 0.078500 1.0000 0.078500 0.000156 0.015644% 100.000000% 0.015644% 0.000000% 0.000000% 0.000000% 0.000000% 55650 Bel Haven Bellaire OH 43906
17 32-01299.000 CNX Gas Company, LLC No 0.042000 1.0000 0.042000 0.000084 0.008370% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1000 Consol Energy Drive Canonsburg PA 15317
17 32-01299.000 Lana J. Barack and Roger A. Barack* No 0.042000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 64501 Harvey Hill Road St. Clairsville OH 43950

TOTAL UNIT ACRES 501.786200 100.000000% 18.657635% 21.428110% 26.643451%
* = Potential claim subject to ODMA Interpretation TOTAL CONTROLLED ACRES 334.837900 66.729197%



EXHIBIT A-4S
Unleased Owners

Attached to that certain Operating Agreement dated November 18, 2015 covering the Coffield Unit A, Richland Township, Belmont County, Ohio

Tract # Tax Map 
Number Mineral Owner Leased

(Y/N)

Parcel 
Surface Acres 

in Unit

Mineral 
Owner 
Interest

Mineral 
Owner 
Surface 
Acres

Tract 
Participation

Unit 
Working 
Interest

XTO 
Working 
Interest

XTO Unit 
Participation

Phillips 
Exploration 

Working 
Interest

Phillips 
Exploration 

Unit 
Participation

AEU 
Working 
Interest

AEU Unit 
Participation Address City State Zip Code

4 32-01664.000 CNX Gas Company, LLC No 24.427000 0.5000 12.213500 0.024340 2.434005% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1000 Consol Energy Drive Canonsburg PA 15317
4 32-01664.000 Hess Ohio Developments, LLC No 24.427000 0.5000 12.213500 0.024340 2.434005% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1501 McKinney Street Houston TX 77010
8 32-01662.000 John Sliwinski and Mildred Sliwinski No 103.049500 0.2500 25.762375 0.051341 5.134134% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1304 Custer-Orangeville Road Brookfield OH 44403

8 32-01662.000 Siltstone Resources, LLC No 103.049500 0.7500 77.287125 0.154024 15.402401% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 650 North Sam Houston
Parkway East, Ste. 205 Houston TX 77060

4 32-01664.000 Lana J. Barack and Roger A. Barack* No 24.427000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 64501 Harvey Hill Road St. Clairsville OH 43950
12 30-00401.000 CNX Gas Company, LLC No 39.393000 0.5000 19.696500 0.039253 3.925277% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1000 Consol Energy Drive Canonsburg PA 15317
12 30-00401.000 Hess Ohio Developments, LLC No 39.393000 0.5000 19.696500 0.039253 3.925277% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1501 McKinney Street Houston TX 77010
12 30-00401.000 Lana J. Barack and Roger A. Barack* No 39.393000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 64501 Harvey Hill Road St. Clairsville OH 43950
15 32-01663.000 CNX Gas Company, LLC No 0.036800 1.0000 0.036800 0.000073 0.007334% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1000 Consol Energy Drive Canonsburg PA 15317
15 32-01663.000 Lana J. Barack and Roger A. Barack* No 0.042000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 64501 Harvey Hill Road St. Clairsville OH 43950
17 32-01299.000 CNX Gas Company, LLC No 0.042000 1.0000 0.042000 0.000084 0.008370% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1000 Consol Energy Drive Canonsburg PA 15317
17 32-01299.000 Lana J. Barack and Roger A. Barack* No 0.042000 0.0000 0.000000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 64501 Harvey Hill Road St. Clairsville OH 43950

* = Potential claim subject to ODMA Interpretation TOTAL UNIT ACRES 166.9483 33.270803% 0.0000 0.0000 0.0000



EXITTRIT 668''

ATTACFIED TO AND MADE A PART OF T}IAT CERTAII.{ OPERATING AGREEMENT
DATED NOYEMBER 18, 2015, WITH XTO ENERGY INC. AS *OPERATOR", COVERING
TIIE COFFIELD LINIT A, IN RICHLAND TOWNSHIP, BELMONT COUNTY, OHIO.

PAID UP OIL and GAS LEASE

TIIIS AGREEMENT made and entered into this the _ day of 2015, by and between
hereinafter called Lessor (whether one or more), and XTO Enerry Inc.o a Delaware

corporation, with a maiting address of 810 Houston Streel Fort Worth, Texas 76102-6298, hereinafter called

Lessee,

WITIIESSETH, that said Lessor, for and in consideration of the sum of ONE DOLLAR
($1.00), the receipt of which is hereby acknowledged, and of the royalties herein provided, and

of the covenants hereinafter contained to be paid, kept and performed by said Lessee, grants,

demises, leases and lets, exclusively unto Lessee, the lands hereinafter described, with covenants

of general warranty, for the puryoses and with the rights of exploring by conducting geological

surveys, by geophysical surveys with seismographs, by core tests, gravity, magnetic,
geochemical and other methods whether now developed or developed later, and of constructing
drill sites to drill new wells, recondition producing wells, re-drill and use abandoned wells, pipe
and equipment on the property, and of drilling either vertically or horizontally, producing, and

otherwise operating for oil or gas or both, along with all hydrocarbon substances produced in
association therewith, together with the right and easement to construct, lay, modifu, operate,
repair, maintain and remove pipelines, telephone, power and electric lines (telephone, power and

electric lines for use only with associated oil and gas production equipment), tanks, ponds,

permanent roadways including stone or rock roads, plants, stations, compressors, equipment and

structures thereon including houses for valves, meters, regulators and other appliances, together
with the exclusive right to rnject air, gas, water, brine or other fluids into the subsurface strat4
with any and all other rights and privileges necessary, incident to or convenient for such

operations on this land, alone or co-jointly with neighboring lands for these puqposes, together
also with the right to unlimited access to the lease premises so Lessee can exercise the aforesaid
rights, all that certain tract ofland situate in Township, Belmont County,
Ohio, and covering the following described lands as follows (the "lease premises"):

See Attached Exhibit "A"

containing acres of land whether actually containing more or less. This lease also

covers and includes, in addition to that above described, ail land, f *y, contiguous or adjacent to or
adjoining the land above described and (a) owned or claimed by Lessor by limitation, prescription,
possession, reversion, after-acquired title or unrecorded insfument or (b) as to which Lessor has a
preference right of acquisition. Lessor agrees to execute any supplemental insfument requested by
Lessee for amore complete or accurate description of said land.

1. It is agreed that this lease shall remain in force for a primary terrn of Five (5) years from
the date hereof, hereinafter called "primary term", and as long thereafter as oil or gas is produced
from the Leased Premises, or from lands pooled therewith, or operations, as hereinafter defined,
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are conducted upon the leased premises, without a cessation of such production and operations
for an unreasonable period of time, or this lease is maintained in force under any subsequent
provisions hereof.

2. Lessee covenants andagrees:

(a) to deliver to the credit of Lessor, his heirs or assigns, free of costs, a royalty of twenty
percent Q0%) of that native oil produced and saved from the lease premises, and delivered at the
wells or into the pipeline to which the wells may be connected. Lessee may from time to time
purchase any royalty oil in its possessioq payng the market price then prevailing for the field
where produced and Lessee may sell any royalty oil in its possession and pay Lessor the price
received by Lessee for such oil computed at the well, and

(b) to pay Lessor as a royalty, for the native gas and casinghead gas or other gaseous

substance, produced from said land and sold or used beyond the well or for the exhaction of
gasoline or other product, an amount equal to twenty percent (20%) of the gross amount rcalized
by Lessee computed at the wellhead from the sale of such substances, less any incu:red taxes and
third party charges, from each and every well. On gas sold at the well, the royalty shall be
twenty percent (20%) of the amount realized by Lessee from such sale, and

(c) paynent of royalties hereunder shall be made or tendered monthly, or may be witlrtreld
at the discretion of the Lessee until such time as the total withheld exceeds twenty-five dollars
($25.00), or annually at the end of the calendar year. Lessee shall sell the production of the well on
such terms and conditions as Lessee, in its sole discretion, may deem appropriate. Lessee shall
have no duty to obtain production sales terms, which maximize the royalties payable to Lessor
hereunder, but in no event shall Lessee market the royalty portion of production at a price less than
Lessee receives for its production.

3. A11 payments under this lease shall be made by check or voucher to the order of, and shall
be mailed to,
until Lessee shall have received written notice from Lessor, its heirs or assigns, accompanied by
originat or certified copies of deeds or other documents as Lessee may require, evidencing such
change of ownership and directing payments to be made otherwise, and any payments made as

above until such direction, and thereafter in accordance with such direction, shall absolve Lessee
from any liability to any heir or assign of Lessor. Al1 payments or royalty are to be made
according to Lessor's respective interest therein, as herein set forth, and this lease shall not be
forfeited for Lessee's failure to pay any royalties or other payments until Lessee has received
written notice by registered mail of such default and shall fail, for a period of sixty (60) days
after receipt of such notice, to pay same. This lease shall never be subject to a civil action or
other claim to enforce claim of forfeiture due to Lessee's alleged failure to perform as specified
herein, unless Lessee has received written notice of Lessor's demand and thereafter fails or
refuses to satisff Lessor's demand within sixty (60) days from the receipt of said notice by
registered mail. If Lessor owns a lesser interest in the oil and gas in and under the premises than
the entire undivided interest therein, then the royalties and other payments herein provided for
shall be paid to Lessor only in the proportion which his interest bears to the whole and undivided
interest therein.

4. In addition to the covenants of general warranty hereinabove contained, Lessor further
covenants and agrees, that if Lessols title to the lease premises shall come into dispute or
litigatio4 or, if in the judgment of Lessee, there are bona fide adverse claims to the royalties
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hereinabove provided for, then Lessee, at its optio& may withhold the payment of said royalties
without interest until final adjudication or other settlement of such dispute, litigation, claim or
claims; and that Lessee, at its option, may pay and discharge any taxes, mortgages or other lien or
liens existing,levied, assessed or which may hereafter come into existence or be levied or assessed

on or against the lease premises, and in the event it exercises such option, Lessee shall be

subrogated to the lien and any and all rights of any holder or holders thereof; and may reimburse
itself by applyrng to the discharge of any such mortgage,tax, or other lien or liens, any royalty or
other payment accruing hereunder. The exercise of such reimbursement option shall not be

considered an election of remedies.

5. If and when drilling or other operations hereunder are delayed or intemrpted by the coal

owner's development of the coal under the leased premises or lands pooled therewith, lack of
water, labor or material, or by fire, stom, flood, weather, war, rebellion, insurrection, riot strike,
differences with workmen, failure of subcontractors, or faihne of carriers to transport or fumish
facilities for transportation, or as a result of some order, rule, regulation, requisition or necessity of
the government or any other recognized force majewe, or as the result of any other cause

whatsoever beyond the contol of Lessee, the time of such delay or intemrption shall not be

counted against Lessee, anyttring in this lease to the contrary notwithstanding. All express or
implied covenants of this lease shall be subject to all Federal and State Laws, Executive Orders,
Rules or Regulations and this lease shall not be terminated, in whole or in part, nor Lessee held
liable in damages for failure to comply therewith, if compliance is prevented by, or if such failure
is the result oi any such Law, Order, Rule or Regulation.

6. Whenever used in this lease, the word oooperations" shall mean operations for any of the
following: preparing the drill site location or access road, drilling, testing, reworking,
recompleting, deepening, sidetracking, pluggrng back, or repairing of a well in search for, or in an

endeavor to maintain, re-establish or enhance the production of oil or gas or both, whether or not
inpaying quantities.

7. Lessee shall have the right to assign this lease or any interest therein and the assignee of
Lessee shall have corresponding rights, privileges, and obligations with respect to said royalties
and the other obligations related to the aorcage assigned to it. Upon such assignment Lessee shall
be relieved of any obligatior! paym.ent or liability thereafter to accrue to the assigned portion of the
lease.

8. Lessee may, at any time dwing the temr hereol cancel and surrender this lease, and be
relieved of any and all obligations, payments and liabilities thereafter to accrue as to the lease

premises, by either the mailing of a notice to Lessor of such cancellation and surrender, or by filing
ofrecord a release or releases ofthis lease.

9. Lessee may drill or not drill on the lease premises as it may elect and the consideration
paid and to be paid hereunder constitutes firll adequate compensation for such privilege.

10. No well shall be drilled by Lessee within 200 feet of any dwelling or bam now on the lease

premises, except by written consent of the ownor of the surface on which such dwelling or barn is
located. Lessee may locate drill sites and well bores where it deems necessary or appropriate on
the lease premises for the producfion of oil or gas or both. Lessee may consfruct and maintain drill
site access roads connecting to available roads and/or to the nearest neighboring well operated by
Lessee, or to which Lessee has the operator's permission to use its access road.
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11. It is agreed that Lessee shall have the privilege of using free of charge sufficient water, oil
and gas from the lease premises to run all machinery necessary for operations thereon. Lessee shall

have the right at any time during the term of this lease or after the expiration or termination thereof
to remove all machinery, fixfures, pipelines, meters, well equipment, houses, buildings, and other

sfuctures which Lessee has placed or caused to be placed on the lease premises, including the right
to pull and remove all casing and tubing.

12. If Lessee shall begin operations for the commencement of a well dwing the primary term

of this lease, or any extension thereof, Lessee shall then have the right to complete the drilling
and/or completion of such well, and if oil or gas or both be found in payrng quantities, this lease

shall continue and be in force and with like effect as if such well had been completed within the
primaryterrn.

13. The lease premises may be firlly and freely used by Lessor for any pulpose, excepting such
parts as are used by Lessee in operations hereunder. Lessee's drilling, producing and operating
sites on the lease premises are for Lessee's use only; Lessor shall not use such sites for storage or
any other pulpose.

14. Lessee shall pay Lessor for all damages to growing agricultural crops caused by Lessee's

operations on the lease premises and shall bury all permanent pipelines below plow depth through
cultivated areas upon request of Lessor owning an interest in the surface. Damages shall be

calculated at curent marketable value only; in no instance shall estimates of future values be

considered. Any timber cut by Lessee in preparing access roads, right-of-ways, or locations will be

stacked in an orderly manner in locations to be mutually agreed upon between by Lessee and

Lessor and will not be subject to damage reimbursement to Lessor by Lessee. Any injury to
Lessee's workers or darnages to Lsssee's property that are caused by Lessor, whether intentional or
not, shall be recoverable by Lessee from any royalty payments or any other payments to Lessor
that are due orbecoming due.

15. Lessee is hereby grar$ed ttre righq at its option, to pool and unitize all or any part of the
lease premises with any other lease or leases, land or lands, mineral estates, or any of them whether
owned by the Lessee or others, so as to create one or more drilling or production units. Each such

drilling or production unit shall not exceed 640 acres, plus an acreage tolerance of l0% in extent
and shall conform to the rules and regulations of any lawful govemment authority having
jurisdiction of the premises, and with good drilling or production practice in the area in which such

unit is located. In the event of the pooling or unitization of the whole or any part of the lease

premises, Lessee shall before or after the completion of the well, record a copy of its unit
designation in the County where the lease premises are located. In order to grve effect to the
known limits of the pool of oil or gas or both as such limits may be determined from available
geological or scientific information or drilling operations, Lessee may at any time amend, re-form,
reduce, or enlarge the size and shape of any unit formed, and increase or decrease that portion of
the acreage covered by this lease which is included in any drilling or production uniq or exclude it
altogether; provided that Lessee shallfile an appropriate instrument of record in the county records

where lands are located and written notice thereof shall be given to Lessor promptly. As to each

drilling or production unit designated by the Lessee, the Lessor agrees to accept and shall receive
out of the production or the proceeds from the production from such unig such proportion of
the royalties specified herein, as the nrmber of acres out of the leased premises covered by this
lease which may be included from time to time in any such unit bears to the total number of acres

included in such unit rather than the firll amount of the royalty s|ated in paragraph 2 above.
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Operations on any portion of the unit created under the terms of this paragraph shall have the same

effect upon the terms of this lease as if operations or production af,e being conducted or occurring
on the lease premises.

16. If at any time after the primary term hereof there is a well capable of producing gas (with or
without condensate) in paying quantities located upon the leased premises or on lands pooled
therewith but such well is awaiting pipeline connection or is shut-in for any other reason (rvhether

before or after production) and this lease is not maintained in force by operations or production at

any well or by other activity or event, nevertheless it shall be considered that gas is being produced

in paying quantities within the meaning of this lease (collectively, the "Shut-in Well"). On or
before the end of the initial year during which this lease is maintained in force for the entire annual
period under this paragraph 16, if the Shut-in Well has been shut-in for at least 90 consecutive days

during such period, Lessee shall pay or tender to Lessor hereunder, or to those entitled to the
royalties provided for in this lease, a shut-in royalty equal to $1.00 per acre for the acreage held
under this lease at the time such payment or tender is made. Each subsequent paym.ent or tender

shall be made thereafter in like manner and amount on or before the end of each annual period
while the lease is maintained in force for the entire annual period under the first sentence of this
paragraph 16. Lessee's failure to timely or correctly pay or tender the shut-in royalty for any year
shall not operate to terminate this lease or serve as a basis for its cancellation, but Lessee shall
correct any eroneous payment or tender, when notified thereof, and if late then Lessee shall make

the correcting payment or tender with interest at the rate of eight (8%) percent per annum to those

to whom such shut-in royalty was not timely or correctly paid or tendered. As long as any well is
shut-in, it shall be considered for the purposes of maintaining this lease in force that gas is being
produced in paymg quantities and this lease shall continue in effect both before and after the
primary terrn. Notwithstanding anything to the contrary contained in this lease, at the option of
Lessee, which may be exercised by Lessee giving notice to Lessor, a well which has been drilled
and Lessee intends to frac shall be deemed a well capable of producing in paying quantities and

the date such wellis shut-in shall be when the drilling operations are completed.

17. Lessee shall be entitled during the term of this lease to lay and maintain pipelines on and

across Lessor's leased premises to tansport, without any fee payable therefore to Lessor, natural
gas produced on the leased premises and/or on other lands pooled therewith whether or not
adjacent to the tact of land described herein. Any such transportation or gathering lines shall
always remain the properly of Lessee. Beyond the term of this lease, Lessee shall not be entitled to
lay and maintain additional pipelines across Lessor's leased premises without specific written
consent of Lessor. However, any pipelines laid during the term of this lease shall continue to be

operative at the Lessee's option without any fee payable to Lessor and Lessee shall continue to
have the right of unlimited access to maintain or remove said pipelines.

18. Lessee, in its sole discretion, may plug and abandon any well urhich it has drilled on the
lease premises. Upon abandonment of said well or wells drilled on the lease premises, Lessee shall
restore, to the extent reasonably practicable, the drill site, access road(s) to said drill site(s),
culverts and gates.

19. All the terms, conditions, limitations and covenants herein contained shall be binding upon
the parties hereto and shall extend to and be binding upon their respective heirs, successors,
personal representatives and assigns, but no representations other than those herein contained shall
be binding on either party.
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20. ln addition to the covenants of general warranty hereinabove contained, Lessor hereby

walrants that (i) the lease premises are not encumbered by any enforceable oil or gas lease(s) of
record or otherwise, and (ii) Lessor is not currently receiving any bonus, rental, production royalty
or shut-in royalty as the result of any prior oil or gas lease(s) covering any or all ofthe subject

property, and (iii) all wells drilled upon the lease premises, or upon any lands with which the lease

premises have been combined in a drilling orproductionunit, have beenplWged and abandoned.

21. If during the term of this lease the Lessor makes a conveyance vfiereby the surface rights
are fiansferred on the entire lease or a portion thereof, Lessor shall promptly give notice of same to
Lessee and Lessor shall forward to Lessee a recorded copy of such conveyance. Lessor shall
similarly provide the new title holder(s) to the surface rights with the terms and provisions of this
Oil and Gas Lease that said title holden are subject to.

22. If Lessor receives an offer to lease the oil or gas or both concerning any portion of the
leased premises described herein at my time while this agreement remains in fttl force and

effect, or within six (6) months thereafter, Lessor hereby agrees to notify Lessee of offeror's
name, and to offer immediately to Lessee, in writing, the same lease terms. Lessee shall have

fifteen (15) days to accept or reject the said offer to lease the oil and gas covered by the ofler at

the price, terms, and conditions specified in the offer. Failure of Lessor to provide such notice
and offer to Lessee shall terminate any Lease entered into between Lessor and such offeror.

23, This instrument may be executed in counterparts each having the same validity and all of
which shall constitute but one and the same instrument. Should any one or more of the parties

named as Lessor fail to execute this lease, it shall nevertheless be binding upon all such parties

ufuo do execute it as Lessor.

24. If any provision of this Lease is held invalid or unenforceable by any court of competent
jurisdiction, the other provisions of this Agreement will remain in full force and effect. Any
provision of this Agreement held invalid or unenforceable only in part or degree will remain in
full force and effect to the extent not held invalid or unenforceable.

25. This Lease contains the entire agreement of Lessor and Lessee and supersedes and

replaces any oral or written communication heretofore made between them relating to the subject
matter.

26, As a result of topography, land development in the vicinity of the leased premises,

governmental rules or ordinances regarding well sites, and/or surface restrictions as may be set

forth in this lease andlor other leases in the vicinity, surface locations for well sites in the vicinity
may be limited and Lessee may encounter difficulty securing surface location(s) for drilling,
reworking or other operations. Therefore, since drilling, reworking or other operations may
either be reshicted or not allowed on said land or other leases in the vicinity, it is agreed that any

such operations conducted at a surface location off of the leased premises or off of lands with
which the leased premises are pooled in accordance with this lease, provided that such operations
are associated with a directional well for the purpose of drilling, reworking, producing or other
operations under the leased premises or lands pooled therewith, shall for purposes of this lease be

deemed operations conducted on the leased premises Nothing contained in this paragraph is

intended to modiff any surface restrictions or pooling provisions or restrictions contained in this
lease, except as expressly stated.
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27. For the above consideration, Lessee is granted the option to renew this lease under the
same provisions for a secondary primary term of four (a) years from the end of the initial
primary term hereof, and as long thereafter as oil or gas is produced from the leased premises or
land pooled therewith, or operations are being conducted upon the lease premises, without an
unreasonable cessation of such production and operations. Lessee may exercise this option by
paying or tendering to the Lessor or Lessor's credit in the depository named in this lease, the sum
equal to the number of net mineral acres multiplied by the original bonus amount per net mineral
acre paid as consideration for this lease on or before the expiration of the initial five (fl year
primary tenn hereof; which payment, when made, shall constitute the entire payment due for the
second primary term of four (4) yeaxs.

28. Lease includes attached addendum.

IN WITNESS WHER.EOF, the parties to this agreement have hereunto set their hands
and seals the day and year first above written.

LESSOR(S)
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ACKNOWLDEGMENT

STATE OF

COTTi\TY OF

On this, the _ day of z}ls,before me

, the undersigned officer, personally appeared-

satisfactorily proven to me to be the person whose

rumxe is subscribed to the within instrument, and acknowledged that she executed the same for the

pu{poses therein contained.

In witress whereof I hereunto set my hand and official seal:

My Commission expires: Notarv Public
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Exhibit 6(A'

Atlached hereto and made a part hereof that certain Oil, Gas and Mineral Lease dated
bv and between and XTO

Energy Inc.

LEGAL DESCRIPTION

This lease shall include all streets, alleyways, easements, gores and strips of land adjacent and
contiguous thereto.
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Exhibit *C'
ACCOT]]\TING PROCEDIIRE

JOINT OPERATIONS

Attached to and made part of that certain Operating Aereement dated_November 18.2015 . by and between XTO Energy Inc.. as

o'Onerafnr" end as o'Irlnn-Oneratoy''cnverins the Coffield llnit A
locafed in Belmont Countu Ohio

I. GENERALPROVISIONS

IF TIIE PARTIES FAIL TO SELECT EITTIER ONE OF COMPETING (ALTERNATIVE' PROVISIONS. OR SELECT ALL TIIE
COMPETING "ALTERNATTVE" PROVISIONS, ALTERNATIVE 1 IN EACH SUCH INSTAI{CE SIIALL BE DEEMED TO HAVE

BEEN ADOPTED BY TIIE PARTIES AS A RESULT OF AIIY SUCH OMISSION OR DTJPLICATE NOTATION.

INTHEEVENTTHATAI\IY6OPTIONAL" PROVISION OF THISACCOIINTING PROCEDURE ISNOT ADOPTED BYT}IE
PARTIES TO TIIE AGREEMENT BY A TYPED, PRINTED OR IIAI{DWRITTEN II{DICATION, SUCII PROVISION SHALL NOT

FOR}I A PART OF THIS ACCOUNTING PROCEDURE. AND NO INTERENCf, SIIALL BE MADE CONCERNING TIIE INTENT

OF TIIE PARTIES IN SUCII EVtrIIT.

L DEFINMONS

All terms used in this Accounting Procedure shall have the following meaning unless otlerwise expressly defined in the Agreement:

"Alliliatet means for a person, another person that confols, is controlled by, or is under common conhol with that person. ln this

definitiorL (a) confrol means the ownership by one persorL directly or indirectly, ofmore than fiffy percent (507o) ofthe voting seourities

ofa corporation or, for other persons, the equivalent ownership interest (such as partnenhip interests), md (b) "penon" means an

individual, corporation, parhenhip, tust estate, unincorporated organization, associaliog or otler legal entity.

"Agreement'means the operating agreement, farmout agreement, or otler contract between the Parties to which this Accounting

Procedure is attached.

"Controllable Material" means Material that, atthe time of acquisition or disposition by the Joint Account, as applicablq is so classified

in the Mderial Classificalion Manual most recently recommended by the Council of Petroleum Accountants Societies (COPAS).

(Equalized Freight' means the procedure of charging transportation cost to the Joint Account based upon the distance from the nearest

Railway Receiving Point to the property.

"Excluded Amount' means a specified excluded trucking amount most recently recommended by COPAS.

'Field Olfice" means a sffucture, or portion of a shucfure, whether a tomporary or permanent installation, the primary function of which is

to directly serve daily operation and maintenance activities ofthe Joint Property and which serves as a staging area for directly chargeable

field penonnel.

(First Level Supervision" means those employees whose primary function in Joint Operations is the direct oversight ofthe Operator's

field employees and/or contact labor directly employed On-site in a field operating capaclty. Fint Level Supervision funotions may

include, but are not limited to:

. Responsibility for field employees and contact labor engaged in activities tha can include field operations, maintenance,

constuctiorq well remedial work, equipment movement and drilling
. Responsibility for day-to-day direct oversight ofrig operations
. Responsibility for day-to-day direct oversight ofconstruotion operations
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Coordinafion ofjob priorities and approval ofwork procedures

Responsibility for optimal resource utilization (equipmen! Materials, personnel)

Responsibility for meeting production and field operating expense taxgets

Representation ofthe Parties in local matten involving community, vendon, regulatory agents and landowners, as an incidental

part of the supervisor's operating responsibilities

Responsibility for all emergency responses with field staff

Responsibility for implementing safety and environmental practices

Responsibility for field adherence to company policy

Responsibility for employment decisions and performance appraisals for field personnel

Oversight ofsub-groups for field functions such as electrical, safety, environmental, telecommunications, which may have group

or team leaders.

'Joint Account" means tle aocount showing the charges paid and credits received in the conduct ofthe Joint Operafions that are to be

shared by the Parties, but doss not inolude proceeds attributable to hydrocarbons and by-products produced under the Agrcement.

sJoint Operations' means all operations necessary or proper for the exploration, appraisal, developmen! production, protectiorl

maintenance, repair, abandonmen! and restoration ofthe Joint Property.

qJoint Property' means the real and personal property subject to the Agreement.

'Laws' means any laws, rules, regulations, decrees, and orders ofthe United Stares ofAmerica or any state thereof and all other

govemmental bodies, agencies, and other authorities havingjurisdiction over or affecting the provisions contained in or the transactions

contunplated by the Agreement or the Parties and their operations, whether such laws now exist or are hereafter amended, enacted,

promulgated or issued.

sMaterial'means personal property, equipmen! zupplies, or consumables acquired or held for use by the Joint Property.

oNon-Operatorso' means the Parties to tle Agteement other than the Operator.

"Offshore Facilities" means platforms, surface and subsea development and production systems, and other support systems such as oil and

gas handling facilities, living quarten, offices, shops, cranes, electrical supply equipment and systems, fuel and water storage and piping

heliport marine docking installations, communication facilities, navigation aids, and other similar facilities necessary in the oonduct of
offshore operations, all ofwhich are looated ofshore.

'{Olf-site' means any location that is not considered On-site as defined in this Accounting Procedure.

"On-site' means on ttre Joint Property when in direct conduct ofJoint Operations. The term "On-site" shall also include that portion of
Offshore Facilities, Shore Base Facilities, fabrication yards, and staging areas from which Joint Operations are conducted, or other

facilities that directly contol equipment on the Joint Properly, regardless ofwhether such facilities are owned by the Joint Account

"Operator' means the Party designated punuant to the Agreement to conduct the Joint Operations.

"Partiest means legal entities signatory to the Agreement or their successors and assigns. Parties shall be refened to individually as

"Party."

oParticipating Interestt means the percentage ofthe costs and risks ofconducting an operation under tle Agreement that a Party agrees,

or is otherwise obligated, to pay and bear.

'Participating Party" means a Party that approves a proposed operation or otherwise agrees, or becomes liablq to pay and bear a share of

the costs and risks ofconducting an operation under the Agreement.

"Personal Expenses" means reimbuned costs for havel and temporary living expenses.
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sRailway Receiving Point" means ttre railhead nearest the Joint Property for whioh freight rates are published, even though an actual

railhead may not exisl

"Shore Base Facilities' means onshore support facilities that during Joint Operations provide such services to the Joint Property as a

receiving and transshipment point for Materials; debarkation point for drilling and production penonnel and servicas; communication,

scheduling and dispatching center; and other associated functions serving the Joint Property.

"Supply Store" means a recogrized source or common stock point for a given Material item.

"Technical Services'means services providing speoific engineering geoscience, or other professional skills, such as those performed by

engineers, geologists, geophysicists, and technicians, required to handle specific operating conditions and problerns for the benefit ofJoint

Operations; provided" however, Technical Services shall not include those functions specifically identified as overhead under the second

paragraph ofthe intoduction ofSection Ill (Overhead). Technical Services may be provided by the Operator, Operator's Affliate, Non-

Operator, Non-Operator Affiliates, and/or third parties.

STATEMENTS AI{D BILLINGS

The Operator shall bill Non-Operators on or before the last day ofthe month for their proportionate share ofthe Joint Aocount for the

preceding month. Such bills shall be accompanied by statements that identifu the AFE (authority for expenditure), lease or facility, and all

charges and credits summarized by appropriate categories ofinvestnent and expense. Contollable Material shall be separately identified

and fully described in detail, or at the Operator's optiorg Contollable Material may be summarized by major Material classificaions.

Intangible drilling costs, audit adjustnents, and unusual charges a:rd credi8 shall be separately and clearly identified.

The Operator may make available to Non-Operalors any statements and bills required under Section I.2 and./or Section L3.4 (Advances

and Paynents by the Parties) via email, electonic data interchange, intemet websites or otler equivalent elechonic media in lieu of paper

copies. The Operator shall provide the Non-Operators instuctions and any necessary infonnafion to access and receive tle statements and

bills within the timeframes specified herein. A statement or billing shall be deemed as delivered twenty-four (24) houn (exclusive of
weekends and holidays) after the Operator notifies the Non-Operator that the statement or billing is available on the website and/or sent via

email or elecbonio data interchange hansmission. Each Non-Operator individually shall elect to receive statements and billings

electonically, if available ftom the Operator, or request paper copies. Such election may be changed upon thi4y (30) days prior written

notice to tle Operator.

ADVAIICES AND PAYMf,NTS BY TIIE PARTIES

A Unless otherwise provided for in the Agreemen! the Operator may require the Non-Oporaton to advance their share of the estimaled

cash outlay for the succ€eding month's operations within tfirry (30) days affer receipt ofthe advance request or by the first day of
the month for which the advance is required, whichever is later. The Operator shall adjust each monthly billing to reflect advances

received from the Non-Operafors for such montl. If a refund is due, the Operator shall apply the amount to be refunded to the

subsequent month's billing or advance, unless the Non-Operator sends the Operdor a written request for a cash refund. The Operator

shall remit the refund to the Non-Operator within ttri{y (30) days of receipt of such written request.

B. Except as provided below, each Party shall pay its proportionate share ofall bills in full within thiny (30) days ofreceipt date. If
payment is not made within such time, the unpaid balance shall bear interest compounded monthly at the prime raG published by the

llall Street Journal on the frst clay of each month the paynent is delinquent plus three percent (37o), per annum, or tlte maximum

contract rate permitted by the applicable usury Laws goveming the Joint Property, whichever is the lesser, plus attomey's fees, court

costs, and other costs in connection wittr the collection ofunpaid amounts .Ifthe Wall Street Joumal ceases to be published or

discontinues publishing a prime rate, the unpaid balance shall bear interest compounded monthly at the prime rate published by the

Federal Reserve plus three percent (3%o), per annum. Interest shall begin accruing on the fint day of the month in which the payment

was due. Palment shall not be reduced or delayed as a result ofinquiries or anticipated credi8 unless the Operator has agreed.

Notwithstanding the foregoing the Non-Operator may reduoe payment provided it fumishes documentation and explanation to the
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(l)

Q)

ta?\

Operalor at ttre time payment is made, to the extent such reduction is caused by:

being billed at an inconect working interest or Participating Interest thai is higher than such Non-Operator's actual working

interest or Participating Interest as applicable; or

being billed for a project or AIE requiring approval ofthe Parties under the Agreement that ttle Non-Operafor has not approved

or is not otherwise obligated to pay under the Agreemenq or

being billed for a property in which the Non-Operator no longer owns a working intercst provided the Non0perdor has

fumished the Operator a copy of the recorded assignment or letter in-lieu. Notwithstanding the foregoing the Non-Operator

shall remain responsible for paying bills athibutable to the interest it sold or transferred for any bills rendered during the thirty

(30) day period following the Operator's receipt ofsuch written notice; or

charges outside the adjustrnent perio4 as provided in Section I.4 (AQiustnrcnts).

ADJUSTMENTS

Payment of any such bills shall not prejudice the right of any Pafly to protest or question the correctness tlereof; however, all bills

and stalements, including payout statements, rendered during any calendar year shall conclusively be presumed to be tue and correct

with respect only to expenditures, after twenty-four (24) months following the end of any such calmdar year, unless within said

period a Party takes specifio detailed written exception thsreto making a claim for adjustrnent. The Operalor shall provide a response

to all vritten exceptions, whether or not contained in an audit report within the time periods prescribed in Section I.5 (Eryendinre

Audits).

All adjustments initiated by the Operator, except those described in items (1) through (4) ofthis Section I.4.B, are limited to the

twenty-four (24) month period following the end ofthe calendar year in which the original charge appeared or should have appeared

on the Operator's Joint Account statement or payout statemenl Adjustments that may be made beyond the twenty-four (24) month

period are limited to adjustrnents resulting from the following:

(1) a physical inventory of Controllable Material as provided for in SectionY (Iwentories of Controllable Materiat), or

(2) an ofte$ing entry (whether in whole or in part) tha is the direct result of a specific joint interest audit exception granted by the

Operator relating to another property, or

(3) a govemmenVregulatory audit, or

(4) aworking interest ownership or Participating Interest adjustment.

EXPENDITUREAUDITS

A Non-Operator, upon written notice to the Operator and all other Non{perators, shall have the right to audit tle Operator's

accounts and records relating to the Joint Accormt within the twenty-four (24) month period following the end ofsuch calendar year in

which such bill was rendered; however, conducting an audit shall not extend the time for the taking ofwritten exception to and the

adjushnent ofaccounts as provided for in Section I.4 (Adjustnents). Any Parly that is subject to payout accounting under the

Agreement shall have the right to audit the accounts and records ofthe Party responsible for preparing the payout stalements, or of
the Party fumishing information to the Party responsible for preparing payout statements. Audits ofpayout aocounts may include the

volumes ofhydrocarbons produced and saved and proceeds received for such hyclrocarbons as they pertain to payout accounting

required under the Agreement. Unless otherwise provided in the Agreement audits ofapayout account shall be conducted within the

twenty-four (24) month period following the end ofthe oalendar year in which the payout statement was rendered.

Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct ajoint audit in a

manner that will result in a minimum of inconvenience to the Operator. The Operafor shall bear no portion of theNon-Operators'

audit cost incuned under this paragraph unless agreed to by the Opera.tor. The audi8 shall not be conducted more than once each year

without prior approval ofthe Operator, excopt upon the resigration or removal ofthe Operatoq and shall be made at the expense of
those Non-Operators approving such audit.

(4)

4.

A
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c.

The Non0perator leading the audit (hereinafter "lead audit company") shall issue the audit report within nine$ (90) days after

completion ofthe audit testing and analysis; however, the ninety (90) day time period shall not extend the twenty-four (24) month

requirement for taking specific detailed written exception as required in Section I.4.A(Adjustnenls) above. All claims shall be

supported with sufficient documentation.

A timely filed written exception or audit report containing written exceptions (hereinaffer'\rritten exceptions") shall, with respect to

1;hs slaims nade therein, preclude the Operator from asserting a stahrte of limitations defense against such claims, and the Operator

hereby waives its right to assert any statute oflimitations defense against such claims for so long as any Non-Operator continues to

comply with the deadlines for resolving exceptions provided in this Accounting Procedure. If the Non-Operators fail to comply with

the additional deadlines in Section I.5.B or I.5.C, the Operator's waiver ofits rights to nssert a statute oflimitations defense against

the claims brought by the Non-Operatoa shall lapsq and such claims shall then be subject to the applicable statute oflimitations,

provided that such waiver shall not lapse in the event that the Operator has failed to comply with the deadlines in Section I.5.B or

15.C.

The Operator shall provide a written response to all exceptions in an audit report within one hundred eighty (180) dap after Operator

receives such report. Denied exceptions should be accompanied by a substantive response. Ifthe Operator fails to provide substantive

response to an excepion within this one hundred eighty (180) day period, the Operator will owe interest on tlat exception or portion

thereoi ifultimately ganted from ttre date it recsived the audit report. lnterest shall be calculated using the rate set forth in Section

1.3.8 (Advances and Paynents by the Parties).

The lead audit company shall reply to the Operator's response to an audit report within ninety (90) days ofreceipq and the Operator

shall reply to the lead audit company's follow-up response within ninety (90) days ofreceipt; provided, however, each Non-Operator

shall have the right to represent itself if it disagrees with the lead audit company's position or believes the lead audit company is not

adequately firlfilling its duties. Unless otherwise provided for in Section I.5.E, ifthe Operator fails to provide substantive response

to an exception within this ninety (90) day perio( the Operalor will owe interest on tlat excsption or portion thereof, ifultimately

granted, from the date it received the audit report. Interest shall be calculared using the rate set forttr in Section I.3.8 (Advances and

Payments by tlv Parties).

Ifany Party fails to meet the deadlines in Sections I.5.B or I.5.C or ifany audit issues are outstanding fifteen (15) months after

Operator receives the audit repor! the Operalor or any NonOperator participating in the audit has the right to call a resolution

meeting as set forth in this Section I.5.D or it may invoke the dispute resolution procedures included in the Agreement ifapplicable.

The meeting will require one month's written notice to the Operator and all Non-Operaton padicipding in the audil The meeting

shall be held at the Operator's offce or mutually agreed location, and shall be attended by representatives ofthe Parties with

authority to resolve such outstanding issues. Any Party who fails to attend the resolution meeting shall be bound by any resolution

reached at the meeting. The lead audit company will make good faith efforts to coordinate the response and positions ofthe

Non-Operator participmts throughout the resolution process; however, each Non-Operator shall have the right to represent itself.

Attendees will make good faith efforts to resolve outstanding issues, and each Party will be required to present substantive information

supporting its position. A resolution meeting may be held as often as agreed to by the Parties. Issues unresolved at one meeting may

be discussed at subsequent meetings until each such issue is resolved.

Ifthe Agreement contains no dispute resolution procedures and the audit issues cannot be resolved by negotiation, the dispute shall

be submitted to mediation. In such even! promptly following one Party's writtan request for mediatior! the Parties to the dispute

shall ohoose a mutually acceptable mediator and share the costs ofmediation seryices equally. The Parties shall each have present

at the medialion at least one individual who has the authority to settle the dispute. The Parties shall make reasonable efforts to

ensure that the mediation commences within sixty (60) days of the date of the mediation request. Notwithstanding the above, any

Party may file a lawsuit or complaint (l) if the Parties are unable after reasonable efforh, to commence mediation within sixty (60)

days ofthe date ofthe mediation reques! (2) for statute oflimitations reasons, or (3) to seek apreliminary injunction or other

provisionaljudicial relief, ifin its solejudgment an injunction or other provisional reliefis necessary to avoid irreparable damage or

to preserve the status quo. Despite such action, the Parties shall continue to ty to resolve the dispute by mediation.
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E. E (Optional Prwision- Forfeiture Penolfies)

Ifthe Non-Operatorsfail to meet the deadline in Section 1.5.C, any unresohted exceptions that were not addressed by the Non-

Operators within one (1) yearfollowing receipt ofthe last substantive response ofthe Operator shall be deemed to have been

withdtawn by thz Non-Operators. lfthe Operatorfails to meet the deadlines in Section 1.5.8 or 1.5.C, atry uwesolved exceptions that

were not addressed by the Operator within olp (1) yearfollowtng receipt of the audit report or receipt of the last substantive respotwe

ofthe Non-Operators, whicheyey is later, shall be dBemed to have been granted by the Operator and adjustnents shall be made,

without intelest, to the Joint Account.

6. APPROVALBYPARTMS

A. GENERALMATTERS

Where an approval or other agreement ofthe Parties or Non-Operaton is expressly required under other Sections ofthis Accounting

Procedure and ifthe Agre€ment to which this Accounting Procedure is attached contains no contary provisions in regard thereto, the

Operafor shall noti$ all Non-Operators ofthe Operator's proposal and the agreement or approval ofa majority in interest ofthe

Non-Operators shall be oontolling on all Non-Operaton.

This Section I.6.4. applies to specific situations oflimited duration where a Party proposes to change the accounting for charges from

that presoibed in this Accounting Procedure. This provision does not apply to amendments to this Accounting Prooedure, which are

covered by Section I.6.8.

B. AMENDMENTS

Ifthe Agreement to which this Accounting Procedure is a$ached contains no contrary provisions in regard thereto, this Accounting

hocedure can be amended by an affirmative vote of two @) or more Parties, one of which is the Operator,

having a combined working interest of at least fiftyone percent (5 I %), which approval shall be binding on all Parties,

provided, however, approval ofat least one (1) Non-Operator shall be required.

C. AFFILIATES

For the purpose of administering the voting procedures of Sections I.6.A' and I.6.8, if Parties to this Ageement are Affiliates of each

other, then such Affliates shall be combined and treated as a single Party having the combined working interest or Participating

Interest of such Affiliates.

For the purposes of administering the voting procedures in Section I.6.4 if aNon-Operator is an Affiliate of the Operalor, votes

under Section I.6.A shall require the majority in interest ofthe Non-Operalor(s) after excluding the interest oftle Operator's

Affliate.

U.DIRtrCTCHARGES

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

1. RENTAI.SAND ROYALTIES

Lease rentals and royalties paid by the Operator, on behalfofall Parties, for the Joint Operations.

2. I.ABOR

A. Salaries and wages, including incsntive compensation programs as set forth in COPAS MFI-37 ('Chargeability of
Incentive Compensation Programs'), for:

(1) Operator's field employees directly employed On-site in the conduct ofJoint Operations,
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@ Opaator's employees directly employed on Shore Base Facilities, Otrshore Facilities, or other faoilities serving the Joint

Property if such costs are not charged under Section II.6 (Equipment and Facilities Fumished by Operator) or are not a

function covered under Section III (Overhead),

(3) Operator's employees providing Fint Level Supervisiorq

(4) Operafor's ernployees providing On-site Technical Services for the Joint hopeny ifsuch charges are excluded ftom the

overhead rates in Section III (Overhead),

(5) Operator's employees providing Off-site Technical Services for the Joint Property ifsuch charges are excluded Aom tle
overhead rates in Section III (Overheail.

Charges for the Operator's employees identified in Section II.2.A may be made based on the employee's actual salaries and wages,

or in lieu thereof, a day rate representing the Operator's average salaries and wages ofthe employee's specificjob category.

Charges for penonnel chargeable under this Section II.2.A who are foreign nationals shall not exceed comparable compensation paid

to an equivalent U.S. employee pursuant to tlis Section II.2, unless otherwise approved by the Parties pursuant to Section

1.6.A (General Matters).

B. Operator's cost ofholiday, vacation, sickness, and disability benefits, and other cuslomary allowances paid to employees whose

salaries and wages are ohargeable to the Joint Account under Section II.2.A" excluding severance payments or other termination

allowances. Such costs under this Section II.2.B may be charged on a'\rhen and as-paid basis" or by "percentage assessment" on the

amount ofsalaries and wages chaxgeable to the Joint Account under Section II.2.A Ifpercentage assessment is used" the rate shall

be based on the Operator's cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by govemmental authority that are applicable to costs

chargeable to the Joint Account under Sections II.2.A and B.

D. Personal Expenses ofpersonnel whose salaries and wages arc chargeable to the Joint Account under Seotion II.2.A when the

expenses are incurred in connection with directly chargeable activities.

E. Reasonable relocation costs incurrod in transfering to the Joint koperty personnel whose salaries and wages are chargeable to the

Joint Account under Section II.2.A Noturithstanding the foregoing relocaJion costs that result Aom reorganization or merger of a

Party, or that are for the primary benefit of the Operator, shall not be chargeable to the Joint Account. Exffaordinary relocation

costs, such as those incurred as a result ofhansfers from remote locations, suoh as Alaska or overseas, shall not be charged to the

Joint Account unless approved by the Parties pursuant to Section I.6.A(General Matters).

F. Training costs as specified in COPAS MFI-35 (Charging of Training Costs to the Joint Accounf') for penonnel whose salaries and

wages are chargeable under Seotion II.2.A This taining charge shall include the wages, salaries, taining course cost, arid Pe$onal

Expurses incuned during the training session. The taining cost shall be charged or allocated to the properly or properties directly

benefiting from the taining. The cost ofthe haining course shall not exceed prevailing commeroial rates, where such rates are

available.

G. Operator's current cost of established plans for employee benefrts, as described in COPAS MFI-27 ("Employee Benefits Chargeable

to Joint Operafions and Subjectto Percentage Limitation"), applicable to the Operator's labor costs chargeable to tle Joint Aocount

under Sections II.2.A and B based on the Operator's actual cost not to exceed the employee beneftts limitation percentage most

recently recommended by COPAS.

H. Award payments to employees, in accordance with COPAS MFI49 ('Awards to Employees and Conhactors") for personnel whose

salaries and wages are chargeable under Section II.2.A
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4.

MATERIAL

Material purchased or fumished by the Operator for use on the Joint Property in the conduct ofJoint Operations as provided under Section

f{ @Ialeial Purchases, Transfers, and Dispositions). Only suoh Material shall be purchased for or tansfened to the Joint Propeny as

may be required for immediate use or is reasonably practical and consistent with efficient and economical operations. The accumulation

ofsurplus stocks shall be avoided.

TRANSPORTATION

Transportation oftle Operator's, Operator's Affiliate's, or contractor's personnel necessary for Joint Operations.

Transportation ofMaterial between the Joint Property and another property, or from the Operator's warehouse or other storage point

to the Joint Property, shall be charged to tle receiving property using one ofthe methods listed below. Transportation ofMaterial

from the Joint Property to the Operator's warehouse or other storage point shall be paid for by the Joint Property using one ofthe

methods listed below:

Ifthe actual tucking charge is less than or equal to the Excluded Amount the Operator may charge actual trucking cost or a

theoretical charge from the Railway Receiving Point to the Joint Property. The basis for the ttreoretioal charge is the per

hundred weight charge plus fuel surcharges fiom the Railway Receiving Pointto the Joint Property.. The Operator shall

consistently apply the selected alternative.

Ifthe actual tucking charge is greater than the Excluded Amounl the Operalor shall charge Equalized Freight. Accessorial

charges such as loading and unloading costs, split pick-up costs, detention, call out charges, and permit fees shall be charged

directly to the Joint Property and shall not be included when calculafing the Equalized Freight.

sERvtcEs

The cost ofcontract services, equipmen! and utilities used in the conduct ofJoint Operations, except for contact services, equipment and

utilities covered by Section III (OverheaQ, or Section II.7 or excluded under Section II.9 (kgal Eryense). Awards paid to

contractors shall be chargeable pursuant to COPAS MFI49 ('Awards to Employees and Contacton").

The costs ofthird party Technical Servioes are ohargeable to the extent excluded from the overhead rates under Section III (Overhead).

EQUIPMENT AI\D FACILITIES FTIRNISITED BY OPERATOR

In the absence of a separately negotiated agreement, equipment and facilities fumished by the Operator will be oharged as follows:

A. The Operator shall charge the Joint Account for use of Operator-owned equipment and facilities, including but not limited to

production facilities, Shore Base Facilities, Offshore Facilities, and Field Offices, at rdes commensurafe with the costs of ownership

' and operation. The cost of Field Offices shall be chargeable to tle extent the Field Offices provide direct service to personnel who

are chargeable pusuant to Section II.2.A (Labor). Such rates may include labor, maintenancs, repairs, other operating expense,

insurance, taxes, depreciafion using straight line depreciation method and interest on gross invesfinent less accumulated depreciation

not to exceed six percent ([7o) per annum; provided, howeveq depreciation shall not be charged when the equipment and facilities

investnent have been firlly depreciated. The rate may include an element oftle estimated cost for

abandonmenl reclamation, and dismantlement. Such rates shall not exceed the average commercial rates cunently prevailing in the

immediate area of the Joint Prooertv.

B. ln lieu of charges in Section II.6.4 above, the Operator may elect to use average commercial rates prevailing in the immediate area

ofthe Joint Property, less twenty percent (207o). Ifequipment and facilities are charged under this Section II.6.8, the Operator shall

adequately document and support commercial rates and shall periodically review and update the rate and the supporting

documentation. For automotive equipment the Operalor may elect to use ratss published by the Petroleum Motor Transport

Association @MTA) or such other organization recogrized by COPAS as the official source of rates.

(l)

(2)

6.
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7.

c.

AI'FILIATTS

Charges for an Affiliate's goods and/or services used in operations requiring an AFE or other authorization fom the Non-Operaton

may be made without the approval of the Parties provided (i) the Affiliate is identified and the Affliate goods and services are

specifically detailed in the approved AFE or other authorization, and (ii) the total oosts for suoh Affliate's goods and services billed

to such individual projeot do not exceed $-10.000- Ifthe total costs for an Affiliate's goods and services charged to such

individual project are not specifically detailed in the approved AFE or authorization or exceed such amount, charges for such

Affliate shall require approval of the Parties, pursuant to Section I.6.A (General Matters).

For an Affliate's goods and/or services used in operations not requiring an AFE or other authorization from the Non0peraton,

charges for such Affiliate's goods and senrices shall require approval ofthe Parties, pursuant to Section I.6.A (General Matters),ifthe

charges exceed $-50;000- in a given calendar year.

The cost of the Afrliate's goods or services shall not exceed average commercial rates prevailing in the area of the Joint Property,

unless the Operator obtains the Non-Oporato$' approval ofsuch raJes. The Operator shall adequately document and support

commercial rates and shall periodically review and update the rate and tle supporting documentation; provided, however,

documentation of commercial rates shall not be required if the Operator obtains Non-Operator approval of its Affiliate's rates or

charges prior to billing Non0perators for such Aftliate's goods and services. Notwithstanding the foregoing dircct charges for

Affiliate+wned communication facilities or systems shall be made pursuant to Section tr.12 (Comnunicatiow).

Ifthe Parties fail to designate an amount in Sections tr.7.A or II.7.B, in eaoh instance the amount deemed adopted by the Parties as a

result of such omission shall be the amount established as the Operator's expenditure limitation in the Agreement. If the Agreement

does not contain an Operator's expenditure limitation, the amount deemed adopted by the Parties as a result of such omission shall be

zero dollars ($ 0.00).

DAMAGES AND LOSSES TO JOINT PROPERTY

AII costs or expenses necessary for the repair or replacement ofJoint hoperty resulting from damages or losses incurred, except to the

extent such damages or losses result ftom a Party's or Parties' gross negligence or willful misconduct in which cr$e such Party or Parties

shall be solely liable.

The Operator shall fumish the Non-Operaior written notice of damages or losses incuned as soon as practicable after a report has been

reoeived by the Operator.

LEGALE)(PENSE

Recording fees and costs ofhandling settling, or otherwise discharging litigatiorL claims, and liens incurred in or resulting from

operations under the Ageemen! or necessary to protect or recover the Joint Properly, to tle extent permitted under the Agreoment. Costs

of the Operator's or Affliate's legal staffor ou8ide attomeys, including fees and expenses, are not chargeable unless approved by the

Parties pursuant to Section I.6.A (General Matters) or otherwise provided for in the Agreement.

Notwithstmding the foregoing pragraph, costs for procuring abstracts, fees paid to outside attorneys for title examinalions (including

preliminary, supplemental, shut-in royalty opinions, division order title opinions), and curative work shall be chargeable to the extent

permitted as a direct charge in tle Agreement.

TAXESAND PERMITS

All taxes and permitting fees ofevery kind and nature, assessed or levied upon or in connection with the Joint Properly, or the production

therefrom, and which have been paid by the Operalor for the benefit ofthe Parties, including penalties and interest except to the extent the

penalties and interest result from the Operator's gross negligence or willful misconduct.

Ifad valorem taxes paid by the Operator are based in whole or in part upon separate valuations ofeach Party's working interes! then

B.

9.

10.

Page 9
Exhibit *C'JOA
Coffield Unit A -Belrnont Co.. Ohio



It.

notwitlstanding any contrary provisions, the charges to the Parties will be made in accordance with the tax value generated by each Party's

working interest. Costs oftax consultants or advisors, tle Operafor's employees, or Operator's Affiliate employees in maffers regarding ad

valorem or other tax matters, are not permitted as direct charges unless approved by the Parties pursuant to Section I.6.A (General

Matters).

Charges to the Joint Account resulting aom salesluse tax audits, including exhapolated amounts and penalties and interest, are permitted,

provided the Non-Operator shall be allowed to review tle invoices and other underlying source documents whioh served as the basis for

tax charges and to determine that the conect amount of taxes were charged to the Joint Account. If the Non-Operator is not permitted to

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

amount owed by the Joint Account.

INSTJRANCE

Net premiums paid for insurance required to be carried for Joint Operations for the protection ofthe Parties. IfJoint Operafions are

conducted at locations where the Operator acts as self-insurer in regard to its worker's compensation and employer's liability insurance

obligation, the Operator shall charge the Joint Account manual rates for the risk assumed in ib self-insurancs program as regulated by the

jurisdiction goveming the Joint Property. In the case ofoffshore operations in federal waten, ttre manual rates ofthe adjacent shte shall be

used for personnel performing work On-site, and such rates shall be adjusted for ofthore operations by the U.S. Longshoreman and

Harbor Worken (USL&D or Jones Act surcharge, as appropriate.

COMMT]NICATIONS

Costs of acquiring leasing installing operating, repairing and maintaining communicalion facilities or systems, including satellite, radio

and microwave facilities, between the Joint Property and the Operator's office(s) directly responsible for field operations in accordance

with the provisions of COPAS MFI44 ("Field Computer and Communication Systems"). If the communications facilities or systems

serving the Joint Property are Operator-owned, charges to the Joint Account shall be made as provided in Section tr.6 (Equipment and

Facilities Furnished by Operator). Ifthe oommunication facilities or systems serving the Joint Propefy ars owned by tle Operator's

Affiliate, charges to the Joint Account shall not exceed average commercial rates prevailing in the area ofthe Joint Propeny. The Operator

shall adequately dooument and support commercial rates and shall periodically review and updde the rate and the supporting

dooumentation.

ECOLOGICAL, E\IVIRONMENTAL, AND SAFETY

Costs incuned for Technical Services and drafting to comply with ecological, environmental and safety Laws or standards recommended by

Occupational Safety and Health Adminishation (OSHA) or other regulatory authorities. All other labor and functions inouned for

ecological, environmental and safety mafien, including management, adminishation, and penni$ing shall be covered by Sections II.2

Q,abor),\.S (Services), or Section III (OverheaQ, as applicable.

Costs to provide or have available pollution containment and removal equipment plus actual costs ofcontrol and cleanup and resulting

responsibilities ofoil and other spills as well as discharges fiom permitted outralls as required by applicable Laws, or other pollution

containment and removal equipment deemed appropriate by the Operator for prudent opsrations, are directly chargeable.

ABANDONMENT AND RECI,AMATION

Costs incuned for abandonment and reclamation ofthe Joint Property, including costs required by lease agreements or by Laws.

OTHE,REXPEIIDITT]RES

Any other expenditure not covered or dealt with in the foregoing provisions ofthis Section II (Direct Charges), or in Seotion III
(Oterhead) and which is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the

Joint Operations. Charges made under this Section II.15 shall require approval oftle Parties, pusuant to Section I.6.4 (General Matters).

12.

13.

14.

15.
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TII. OVERIIEAD

As compensation for costs not specifically identified as chargeable to the Joint Account pursuant to Section II (Direct Chorges), the Operator

shall charge the Joint Account in accordmce with this Section III.

Functions included in the overhead rates regardless ofwhether performed by the Operator, Operalor's Affiliates or third parties and regardless

oflocation, shall includq but not be limited to, oosts and expenses of:

. warehousing other tlran for warehouses tlat are jointly owned under this Agreement

. designanddrafting(exceptwhenallowedasadirectchargeunderSectionsll.13, III.l.A(ii),andIII.2,OptionB)

. inventory costs not chargeable under Section V (/rventories ofControllable Materia[)

. procurement

. administation

. accounting and aditing

. gas dispatching and gas chart integration

. humanresources

. management

. supervision not directly charged under Section n.2 (Labor)

. legal services not directly chaxgeable under Section fi.9 (kgal Expense)

. taxatioq otler than those oosts identified as directly chargeable under Section n.10 (Taxes and Perni$

. prepardion and monitoring ofpermits and certifications; preparing regulalory reports; appearances before or meetings with

govemmental agencies or other authorities havingjurisdiotion over the Joint Property, other than On-site inspections; reviewing

interpreting or submitting comments on or lobbying with respect to Laws or proposed Laws

Overhead charges shall include the salaries or wages plus applicable payroll burdens, benefits, and Personal Expenses ofpersonnel performing

overhead functions, as well as office and other related expenses ofoverhead functions.

1. OVERIIEAI}_DRILLINGAI{DPRODUCINGOPERATIONS

As compensation for costs incurred but not chargeable under Section tr (Direct Charges) and not covered by other provisions oftltis

Section III, the Operator shall charge on eitler:

X (Alternative 1) Fixed Rate Basis, Section III.1.B.

E (+tternative:) Pcrecr-€e B

A. TECHMCALSERYICES

(r) Except as otherwise provided in Section ll.l3 (Ecological Ewironmental, and Safety) and Section trI.2 (Overhead- M@or

Construction and Catastrophe), or by approval ofthe Parties pursutmtto Section I.6.4 (General Matters),the salaries, wages,

related payroll burdens and benefits, and Personal Expenses for On-site Technical Services, including third party Technical

Services:

X (Alternative 1 - Direct) shall be charged d&g! to the Joint Account.

E} gtern*tive l gverleaO) s

(ii) Except as othenvise provided in Section ll.l3 (Ecological, Environmental, and Sa/ety) and Section III.2 (Overhead- Major

Construction and Catastrophe), or by approval ofthe Parties punuant to Section L6.A (General Matters), the salaries, wages,

related payroll burdens and benefits, and Personal Expenses for Off-site Technical Services, including third party Technical

Services:
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X (Alternative 1 - All Overhead) shall be covered by the gvg!g4! rdes.

El 6ttern*tive z rul eireet) sn

El @ternrgYe J Dri[ing Di iecs

reeemptetienr agandonm ios

WZ Averfuaa Veiel €ewtraetie& M

Notwithstanding anything to the contrary in this Section III, Technical Services provided by Operator's Affiliales are subjectto limitations

set forth in Section II.7 (Afiliates). Charges for Technical personnel performing non-technical work shall not be govemed by this Section

IILl.A, but instead govemed by other provisions ofthis Accounting Procedure relating to the tj?e ofwork being performed.

B. OVERHEAD_FDGD RATE BASIS

(1) The Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate per month $_!O50O (prorated for less than a tull month)

Producing Well Rate per month $_J-Q5Q

@ Applicafion of Overhead-Drilling Well Rate shall be as follows:

(a) Charges for onshore drilling wells shall begin on the spud date and terminde on tle date the drilling and/or completion

equipment used on the well is released, whichever occurs later. Charges for ofthore and inland waters drilling wells shall

begin on the date the drilling or completion equipment arrives on localion and terminate on the date the drilling or completion

equipment moves offlocation, or is released" whichever occus first. No charge shall be made during suspension of drilling

and/or completion operations for fifteen (15) or more consecutive calendar days.

O) Charges for any well undergoing any t)'pe ofworkover, recompletion, and/or abandonment for a period offive (5) or more

consecutive work-days shall be made at the Drilling Well Ra.te. Such charges shall be applied for the period from date

operalions, with rig or other units used in operafions, commence through date ofrig or other unit releasq except thd no charges

shall be made during suspension ofoperalions for fifteen (15) or more consecutive calendar days.

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

(a) An active well that is produced, injected into for recovery or disposal, or used to obtain water supply to support operations for

any portion ofthe month shall be considered as a one-well oharge for the entire month.

(b) Each active oompletion in a multi-completed well shall be considered as a one-well charge provided each completion is

considered a separate well by the goveming regulatory authority.

G) A one-well charge shall be made for the month in which plugging and abandonment operations are completed on any well,

unless the Drilling Well Rate applies, as provided in Sections III.1.B.(2)(a) or (b). This one-well charge shall be made whether

or not the well has oroduced.

(d) An active gas well shut in because ofoverproduction or failure ofa purchaser, processot or hansporter to take production shall

be considered as a one-well charge provided the gas well is directly connected to a permanent sales outlet.

(e) Any well not meeting the criteria set forth in Sections III. 1.8.(3) (a), (b), (c), or (d) shall not quali$ for a producing overhead
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cnarge.

(4) The well rates shall be adjusted on the fmt day of April eaoh year following the effective date of ttre Agreement; provided,

however, ifthis Accounting Procedure is attached to or otherwise goveming the payout accounting under a farmout agreement the

rates shall be adjusted on the first day ofApril each year following the effective date ofsuch farmout agreement. The adjustnent

shall be computed by applying the adjustnent factor most recently published by COPAS. The adjusted rates shall be the initial or

amended rates agreed to by the Parties increased or decreased by the adjusfrnsnt faotor desoibed hereiq for each year from the

effective daie of such rates, in accordance with COPAS MFI47 ("Adjustrnent of Overhead Rates").

C. OVERTIEAD_PERCENTAGE BASIS

(1) Operator shall charge the Joint Accormt al the following rates:

(a) Development Rate percent ( ) % ofthe cost ofdevelopment ofthe Joint Property, exclusive ofcosts

provided under Section II.9 (Legal Expense) and all Material salvage credits.

O) Operating Rale percent ( 7o) ofthe cost ofoperating the Joint Property, exclusive ofcosts

provided under Sections II.1 (Rentals and Royalties) andll.9 (Izgal Eryense); all Material salvage credits; the value

ofsubstances purchased for enhanced recovery; all property and ad valorern taxes, and any other taxes and assessments that

are levied, assessed, and paid upon the mineral interest in and to the Joint Property.

@ Applioation of Overhead-Percentage Basis shall be as follows:

(a) The Development Rate shall be applied to all costs in connection with:

trl drilling redrilling sidetacking or deepening ofawell

Iill a well undergoing plugback or workover operalions for a period of five (5) or more consecutive work-days

[iii] preliminary expenditures necessary in preparation for drilling

[iv] expenditures incurred in abandoning when the well is not completed as a producer

[v] conshuction or installation offixed assets, the expansion offixed assets and any other project clearly discemible as a

fixed asse! other than Mqior Construction or Catasftophe as defined in Section III.2 (Overhead-Major Construction

and Catastrophe).

(b) The Operafing Rate shall be applied to all other costs in connection with Joint Operationq except those subject to Section III.2

(Ov erhe ad- Maj or C ons tntc t i o n and C atas t op he).

2. OVERHEAD-MAJORCONSTRUCTIONAI{DCATASTROPIIE

To compensate the Operator for overhead costs incurred in connection with a Major Construction project or Catastophe, the Operator

shall either negotiate a raie prior to the beginning ofthe project or shall charge the Joint Account for overhead based on the following

rates for any Major Consfuotion project in excess of the Operalor's expenditure l' 't under the Agreement or for any Catastrophe

regardless ofthe amount. If the Agreement to which this Accounting Procedure is attached does not contain an expenditure limit Major

Construction Overhead shall be assessed for any single M{or Consnuction project costing in excess of$100,000 gross.
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Mqior Construction shall mean the construction and installation offixed assets, the expansion offixed assets, and any otler project clearly

discemible as a fixed asset required for the development and operation ofthe Joint Property, or in the dismantlement abandonment

removal, and restoration ofplatforms, production equipmen! and other operating facilities.

Catastophe is defined as a sudden calamitous event bringing damage, loss, or destuction to property or tle environmen! such as an oil

spill, blowout explosion, fire, storm, huricane, or other disaster. The overhead rate shall be applied to those costs necessary to restore the

Joint Properly to the equivalent condition that existed prior to the evenl

A Ifthe Operator absorbs the engineering design and drafting costs related to the project:

O) 5 % of total costs if such oosts are less than $100,000; plus

@ 4 %o oftotal costs in excess of$100,000 but less than $1,000,000; plus

(3) 3 Yooftotal costs in excess of$1,000,000.

B. Ifthe Operator charges engineering, design and drafting costs related to the project directly to the Joint Account:

(l) 4 % oftotal costs ifsuch costs are less than $100,000; plus

@ 3 Yooftotal costs in excess of$100,000 but less than $1,000,000; plus

(3) 2 o/o oftotal costs in excess of$1,000,000.

Total cost shall mean the gross cost of any one project For the purpose of this paragraptg the component parts of a single Major

Construction project shall not be heated separdely, and the cost ofdrilling and workover wells and purchasing and installing pumping

units and downhole artifcial lift equipment shall be excluded. For Catasfophes, the rates shall be applied to all costs associafed with each

single occurrence or event.

On each project, the Operator shall advise the Non-Oporato($ in advance which ofthe above options shall apply.

For the purposes of calculating Catasfophe Overhead, the cost of drilling relief wells, substitute wells, or conducting other well operations

directly resulting from the catasftophic eyent shall be included. Expenditures to which these rates apply shall not be reduced by salvage or

insurance recoveries. Expenditures thal qualiS for Major Constuction or Catastrophe Overhead shall not qualiS for overhead ulder any

other overhead provisions.

In the event ofany conflict between the provisions ofthis Section trI.2 and tle provisions ofSections ll.2 (Labor),I1.5 (Senices), orn.7

(Afiliates),the provisions of this Section III.2 shall govem.

3. AMENDMENTOFOVERIIEADRATES

The overhead rates provided for in this Section III may be amended from time to time if in practice, the rates are found to be insufficient

or excessive, in accordance with the provisions of Section I.6.8 (Amendnents).

IV. MATERIAL PURCIIASES, TRANSI'ERS, AND DISPOSITIONS

The Operator is responsible for Joint Account Malorial and shall make proper and timely charges and credis for direct purchases, tansfers, and

dispositions. The Operator shall provide all Mderial for use in the conduct of Joint Operations; however, Material may be supplied by the Non-

Operators, d the Operator's option. Material fumished by any Party shall be fumished without any express or implied warranties as to quality,

Page 14

Exhibit'C" JOA
Coffield Unit A -Belmont Co.. Ohio



t.

fitness for usq or any otler matter.

DIRECT PURCIIASES

Direct purchases shall be charged to the Joint Account a.t the price paid by the Operator after deduction ofall discounts received. The

Operator shall make good faith efforts to take discounts offered by supplien, but shall not be liable for failure to take discounts except to

the extent such failure was the result ofthe Operator's gross negligence or willful misconduot. A direct purchase shall be deemed to occur

when an agreement is made between an Operator and a third party for the acquisition ofMaterial for a specific well site or location.

Material provided by the Operator under'lendor stocking programs," where the initial use is for a Joint Properly and tifle of the Material

does not pass from tle manufacturer, disfibutor, or agent until usage, is considered a direct purchase. IfMaterial is found to be defective

or is retumed to the manufacturer, distibutor, or agent for any otler reason, cledit shall be passed to the Joint Account within sixty (60)

days after the Operator has received adjustuent &om the manufacturer, disaibutor, or agent.

TRANSFERS

A tansfer is determined to occur when the Operator (i) fumishes Material from a storage facility or from another operated propedy, (ii) has

assumed liability for the storage costs and changes in value, and (iii) has previously secured and held title to the transfened Malerial.

Similarly, the removal ofMaterial from the Joint Property to a storago facility or to another operated property is also considered a transfer;

provided, however, Material that is moved from the Joint Property to a storage location for safe-keeping pending disposition may remain

charged to the Joint Account and is not considered a tmnsfer. Material shall be disposed of in accordance witl Section N .3 (Disposition of
Surplus) and ttre Agreement to which this Accounting Procedure is attachecl

A PRICING

The value ofMalerial tansfened to/from the Joint Property should generally reflect the market value on the date ofphysical tansfer.

Regardless of the pricing method used, the Operator shall make available to the Non0peralors sufficient documentafion to veriff the

Material valudion. Wlen higher than specificalion grade or size tubulars are used in the conduct of Joint Operations, the Operator

shall charge the Joint Account at the equivalent price for well design specification tubulars, unless such higher specificdion grade or

sized tubulars are approved by the Parties punuant to Section I.6 .A (General Marfers). Transfers of new Material will be priced

using one ofthe following pricing methods; provided, however, the Operator shall use consistent pricing methods, and not altemate

between methods for the purpose ofchoosing the method most favorable to the Operator for a specific tralsfer:

(1) Using published prices in effect on date of movement as adjusted by the appropriate COPAS Historical Price Multiplier (FIPM)

or prices provided by the COPAS Computerized Equipment Pricing System (CEPS).

For oil country tubulars and line pipe, the published price shall be based upon eastem mill carload base prices (Housto4

Texas, for special end) adjusted as ofdate ofmovement plus transportation cost as defined in Section IV.2.B (Freight)

For other Material, the published price shall be the published list price in effect at date ofmovement, as listed by a Supply

Store nearest the Joint Property where like Material is normally available, or point of manufacture plus hansportation

costs as defined in Section tV.2.B (Freight).

@ Based on a price quotation from a vendor that reflects a current realistic acquisition cost.

Based on the amount paid by the Operator for like Material in the vicinity of the Joint Property within the previous twelve (12)

months from the date ofphysical tansfer.

As agreed to by the Participating Parties for Material being transferred to the Joint Property, and by the Parties owning the

Material for Material being tansfened Aom the Joint Property.
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B. FREIGIIT

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

Equipment Pricing System (CEPS). Ifnot using CEPS, fransportation costs shall be calculated as follows:

Transportation costs for oil country tubulars and line pipe shall be oalculated using the distance from eastem mill to the

Railway Receiving Point based on the carload weight basis as recommended by the COPAS MFI-38 ('Material Pricing

Manuall and other COPAS MFIs in effect at tle time of the transfer.

Transportation costs for special mill items shal be calculated fiom that mill's shipping point to the Railway Receiving Point.

For transportation costs from other than eastem mills, the 30,000-pound interstate truck rate shall be used. Transportation costs

for macaroni tubing shall be calculated based on the interstate tuck rate per weight oftubing transfened to the Railway

Receivine Point

(3) Transportation costs for speoial end tubular goods shall be calculated using the interstate truck rate from Houston, Texas, to the

Railway Receiving Point

(4) Transportation costs for Material other than that described in Sections IV.2.B.(1) throueb (3), shall be calculated from the

Supply Store or point ofmanufacture, whichever is appropriate, to the Railway Receiving Point

Regardless of whether using CEPS or manually calculating tansportation costs, tansportafion costs ftom the Railway Receiving Point

to the Joint Properly are in addition to the foregoing, and may be charged to the Joint Account based on actual costs incurred. AII

tansportation costs axe subject to Equalized Freight as provided in Section n .4 (Transportation) of this Accounting Procedure.

TA)(ES

Sales and use taxes shall be added to the Matorial transfer prioe using either the method contained in tle COPAS Computerized

Equipment Pricing System (CEPS) or the applicable tax rate in effect for the Joint Property at the time and place oftransfer. In either

case, the Joint Account shall be charged or credited at the rate thai would have govemed had the Material been a direct purchase.

CONDITION

Condition "A ' - New and unused Material in sound and serviceable condition shall be charged at one hundred percent (l 007o)

of the price as determined in Sections [V.2.A(Pricing),N.2.8 (Freight), and IV.2.C (Tmes).Matnial transferred from the

Joint Proporty that was not placed in service shall be credited as charged without gain or loss; provided, however, any unused

Material that was charged to the Joint Account through a direct purchase will be oredited to the Joint Account at the original

cost paid less restocking fees charged by the vendor. New and unused Material tansfened from the Joint Properly may be

credited at a price other than the price originally charged to the Joint Account provided such price is approved by the Parties

owning such Material, pursuant to Section I.6.A (General Matters). All refurbishing costs required or necessary to retum the

Material to original condition or to conect handling transportatiorq or other damages will be bome by the divesting property.

The Joint Account is responsible for Material preparatiorq handling and transportation costs for new and unused Material

charged to the Joint Property either through a direct purchase or tansfer. Any preparation costs incuned, including any intemal

or extemal coating and wrapping, will be credited on new Material provided these sorvices were not repeated for such Material

for the receiving property.

Condition "8" - Used Material in sound and serviceable condition and suitable for reuse without reconditioning shall be priced

by multiplying the price determined in Sections N.2.A (Pricing), lV.2.B (Freight), and tV.2.C (laxas) by seventy-five percent

(75o/o).

Except as provided in Section fV.2.D(3), all reconditioning costs required to retum the Malerial to Condition "8" or to correct

handling, fiansportafion or otler damages will be bome by the divesting property.

(l)

(2)

C.

(l)

a)
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(3)

(4)

Ifthe Material was originally charged to the Joint Account as used Material and placed in service for the Joint Property, the

Mderial will be credited at the price determined in Sections IV.2.A(Prtcing),N.2.8 (Freight), and IV.2.C (Tares) multiplied

by sixty-fi ve perc ent (6 sYA.

Unless otherwise agreed to by the Parties that paid for such Material, used Material tansfened from the Joint Property that was

not placed in service on the property shall be credited as charged without gain or loss.

Condition "C" - Material that is not in sound and serviceable condition and not suitable for its original function until after

reconditioning shall be priced by multiplying the price determined in Sections N.2.A (Pricing), w.2.B (F/eight), a\dW.2.C

(l'aas) by fifty percent (507o).

The cost ofreconditioning may be charged to the reoeiving properly to the extent Condition "C" value, plus oost of
reconditioning does not exceed Condition "B" value.

Condition 'D" - Material that (i) is no longer suitable for its original purpose but useable for some other purpose, (ii) is

obsolete, or (iii) does not meet original specificalions but still has value and can be used in other applications as a substitute for

iterns with different specifications, is considered Condition "D" Material. Casing tubing or drill pipe used as line pipe shall be

priced as Grade A and B seamless line pipe ofcomparable size and weighr Used casing tubing or drill pipe utilized as line

pipe shall be priced at used line pipe prices. Casing tubing or drill pipe used as higher pressure sorvice lines than standard line

pipe, e.g., power oil lines, shall be priced under normal pricing procedures for oasing tubing or drill pipe. Upset tubular goods

shall be priced on a non-upset basis. For other items, the price used should result in the Joint Account being charged or oredited

with the value of the service rendered or use of the Material, or as agreed to by the Parties pursuant to Section L6 .A (General

Matterc).

Condition'.E'- Junk shall be priced at prevailing scrap value prices.

OTIIER PRICING PROVISIONS

(l) Preparation Costs

Subject to Section II (Direct Charges) and Section III (Overhead) ofthis Accounting Procedure, costs inouned by the Operator

in making Material serviceable including inspectio4 third parly surveillance services, and other similar services will be charged

to the Joint Account at prices which reflect the Operator's actual costs ofthe services. Documentation must be provided to the

Non-Operaton upon request to support the cost ofserrice. New coating and/or wrapping shall be oonsidered a component of
the Materials and priced in accordance with Sections IV.1 (Direct Purchases) or IV.2.A (Pricing), as applicable. No charges or

credits shall be made for used ooating or wrapping. Charges and credits for inspections shall be made in accordance with

COPAS MFI-38 ('Material Prioing Manual").

@ Loading and Unloading Costs

Loading and unloading costs related to the movement ofthe Material to the Joint Property shall be charged in accordance with

the methods specified in COPAS MFI-38 ('Material Pricing Manual").

(s)

Page l7
Exhibit *C" JOA
Coffield UnitA-Belmont Co." Ohio



3. DISPOSMON OF SURPLUS

Surplus Material is that Material, whetler new or used, that is no longer required for Joint Operations. The Operator may pwchase, but

shall be under no obligation to purchase, the interest ofthe Non-Operaton in surplus Material.

Dispositions for the purpose ofthis procedure are considered to be the relinquishment oftitle ofthe Material from the Joint Property to

either a third party, a Non-Operalor, or to the Operator. To avoid the accumulation of surplus Material, the Operator should make good

faith efforts to dispose ofsurplus within twelve (12) months through buy/sale agreements, trade, sale to athird party, division in kind, or

other dispositions as agreed to by the Parties.

Disposal of surplus Materials shall be made in accordance with the terms of the Agreement to which this Accounting Procedure is

attached. If the Agreement contains no provisions goveming disposal of surplus Material, the following terms shall apply

The Operator may, through a sale to an unrelated third party or entity, dispose ofsurplus Material having a gross sale value that

is less than or equal to the Operator's expenditure limit as set forth in the Agreement to which this Accounting Procedure is

attached without the prior approval ofthe Parties owning such Material.

If the gross sale value exceeds the Agreement expenditure limit the disposal must be agreed to by the Parties owning such

Materid.

Operator may purchase surplus Condition "A" or "B" Material without approval ofthe Parties owning such Material, based on

the pricing methods set forth in Section IY.2 (Transfers).

Operator may purchase Condition "C" Material wittrout prior approval of the Padies owning such Material if the value of the

Materials, based on the pricing methods set forth in Section IV.2 (Transfers), is less than or equal to the Operalor's expenditure

limitation set forth in the Agreement. The Operator shall provide documentation supportingthe classification of the Material as

Condition C.

Operator may dispose of Condition "D" or "E'Material under procedures normally utilized by Operator without prior approval

of the Parties ownine such Material.

SPECIAL PRICING PROVISIONS

PREMIUM PRICING

Whenever Material is available only at inflated prices due to national emergencies, strikes, govemment imposed foreigr trade

restictions, or other unusual causes over which the Operator has no control, for direct purchase the Operator may charge the Joint

Account for the required Material at the Operator's actual cost incurred in providing such Material, making it suitable for use, and

moving it to the Joint Property. Material toansferred or disposed ofduring premium pricing situations shall be valued in accordance

with Section [V.2 (Tran$ers) or Section lY.3 (Disposition of Surplus), as applicable.

SHOP.MADE ITEMS

Items fabrioated by the Operator's employees, or by conhact laborers under the direction ofthe Operator, shall be priced using the

value of the Malerial used to construct the item plus ttre cost of labor to fabricale tle item. If the Material is from ttre Operator's

scrap orjunk accoun! the Material shall be priced at either twenty-five percent (257o) ofthe current price as determined in Section

lY .2.A (Pricing) or scrap value, whichever is higher. ln no event shall the amount charged exceed the value ofthe item

commensurate with its use.

C. MILL REJECTS

Mill rejects purchased as "limited service" casing or tubing shall be priced at eighty percent (80%d ofK-55/J-55 price as determined in
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Section IV.2 (Transfers). Line pipe converted to casing or tubing with casing or tubing couplings attached shall be priced as K-55/J-

55 casing or tubing at the nearest size and weight.

V. IIIVENTORIES OF CONTROLLABLE MAIERIAL

The Operator shall maintain records of Controllable Material charged to the Joint Account, with sufficient detail to perform physical inventories.

Adjustrnents to the JointAccount by the Operator resulting fiom a physical inventory of Contollable Material shall be made within twelve (12)

months following the aking ofthe inventory or receipt ofNon-Operator inventory report. Charges and credits for overages or shortages will be

valued for the Joint Account in accordance with Section IV.2 (Transfers) urdshall be based on the Condition "B" prices in effect on the dae of

phpical inventory unless the invurtorying Parties can provide sufficient evidence another Material condition applies.

1. DIRECTED IIIVENTORIES

Physical inventories shall be performed by the Operator upon written request ofa majority in working interests ofthe Non-Operators

(hereinafter, "directed invento4y''); provide4 however, tle Operator shall not be required to perform directed inventories more frequently

than once every five (5) yean. Directed inventories shall be commenced within one hundred eighty (180) days after the Operator receives

written notice that a majority in interest of the Non0perators has requested the inventory. All Parties shall be govemed by the results of

any directed inventory.

Expenses of directed inventories will be bome by the Joint Account; provided, howeveq costs associated with any post-report follow-up

work in settling the inventory will be absorbed by the Party incurring such costs. The Operalor is expected to exercisejudgnrent in keeping

expenses within reasonable limits. Any anticipated disproportionate or exfaordinary costs should be discussed and agreed upon prior to

commencement of the inventory. Expenses of directed inventories may include the following:

A per diem rate for each inventory peno4 representative ofactual salaries, wages, and payroll burdens and benefits ofthe personnel

perfonning the inventory or a rate agreed to by the Parties pursuantto Secttonl6.A(Genzral Matters). The per diem rate shall also

be applied !o a reasonable number of dap for pre-inventory work and report preparation.

Actual tansportation costs and Personal Expenses for the inventory team.

Reasonable charges for report preparation and distibution to the Non-Operaton.

NON-DIRECTED II.IVENTORIS

OPERATOR INVENTORIES

Physical inventories that are not requested by the Non-Operators may be performed by the Operator, al the Operator's discretion. The

expenses ofconducting such Operalor-initiated inventories shall not be charged to the Joint Account

NON.OPERATOR INVENTORIES

Subject to the terms ofthe Agreement to which this Accounting Procedure is anached the Non-Operators may conduct a physical

itrventory at reasonable times at their sole cost and risk after giving thc Operator al least ninety (90) days prior written notice. The

Non-Operator invsntory report shall be fumished to the Operator in nriting within ninety (90) days of completing the inventory

fieldwork.

C. SPECIALINVENTORIES

The expense of conducting inventories otler tlan those described in Sections Y .1 (Directed hwentories),Y .2.4 (Operator

Irwentories), or V.2.8 Q,lon-Operator lrwentories), shall be charged to the Party requesting such inventory; provided, however,

inventories required due to a change ofOperator shall be charged to the Joint Account in the same manner as described in Section

Y.l (Directed lrcventories).
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EXITTBIT CD'

ATTACIIED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT
DATED NOVEMBER 18, 2015, WITH XTO ENERGY INC. AS "OPERATOR", COVERING
TIIE COFFIELD UNIT A. IN RICIILAND TOWNSHIP. BELMONT COLINTY. OHIO.

Insurance

At all times while operations are conducted hereunder, Operator shall procure and maintain or
cause to be procured and maintained for the Joint Account all insurances in the types and
amounts required by applicable law where operations are being conducted, including all federal
and state Worker's Compensation Laws; provided, however, that Operator may qualiff as a self-
insurer for liability under appropriate state workers' compensation laws in which event the only
charge that shall be made to the joint account shall be in amount equivalent to the premium
which would have been paid had such insurance been obtained. Operator shall, within reason,
endeavor to require all Contractors engaged in work on or for the contract area to comply with
all state and federal workers'compensation laws where the operations are being conducted and to
maintain such other insurance as Operator may require.

No other insurance shall be prnchased, or carried, by the Operator for the benefit of the Parties
hereto except as directed by the operating committee or as required by third party contract to the
joint account. Any liability, loss, damage, claim or expense resulting from occu:rences not
covered by or in the excess of insurance required under this provision shall be bome by parties
hereto in the same proportion as their interests may appear at the time of the loss.

Each parry may procure and maintain, at its own cost and expense such public liability, third
party property damage, fre and extended coverage and/or other insurance as it shall determine,
and any such insurance so procured and or maintained shall inure solely to the benefit of the
party procuring such insurance and such party shall indemnifu and hold harmless Operator and
other parties to this agreement harrnless against any claim of such insurance carrier arising
against such other party by subrogation, or otherwise and be primary to, and receive no
contribution from, any other insurance maintained by or on behalf of or benefiting Operator or
the other Parties, in connection with operations hereunder.
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A.A.P.L. FORM 610-E - GAS BALANCING AGREEMENT - T992

['-XHTBll ttBtt

GAS BALANCING AGREEMENT (''AGREEMENT")

ATTACHED TO A]\D MADE PART OF TIIAT CERTAIN

OPERATING AGREEMENT DATED November 18.2015

BYAND BETWEEN XTO Eneryry Inc. as "Onerator"
rs (Nnn-Onerefort ('' OPERATING AGREEMENT")

RELATINGTOTHE Coffield llnif A AREA,

Belmont COTII{TY/PARISH, STATE OF

I. DEFINITIONS

The following definitions shall apply to this Agreement:

l.0l "Arm's Length Agreement" shall mean any gas sales agreement with an unafrliated purchaser or any gas sales

agreement with an affilialed purchaser where the sales price and delivery conditions under such agre€ment are

representative ofprices and delivery conditions edsting under other similar agreements in the area between

unaffiliated parties at the same time for natural gas of comparable quality and quantity.

1.02 "Balancing Area" shall mean (select one):

EI each well subject to the Operating Agreement that produces Gas or is allocaled a share of Gas production. If a

single well is completed in two or more producing intervals, each producing interval fiom which the Gas

production is not commingled in the wellbore shall be considered a separate well.

tr all ofthe acreage and depths subject to the Operating Agreement.

tr

1.03 "Full Share of Cunent Production" shall mean the Percentage Interest of each Party in the Gas actually produced

from the Balaacing Area during each month.

1.04 ncasn shall mean all hydrocarbons produced or producible from the Balancing Are4 whether from a well classified

as an oil well or gas well by the regulatory agency having jurisdiction in such mafiers, which are or may be made

available for sale or separate disposition by the Parties, excluding oil, condensate and otler liquids recovered by

field equipment operated for thejoint account. "Gas" does not include gas used injoint operations, such as for fuel,

recycling or reir{ectiog or which is vented or lost prior to its sale or delivery from the Balancing fuea-

1.05 'Makeup Gas" shall mean any Gas taken by an Underproduoed Party from the Balancing Area in excess of its Full

Share ofCurrent Productiorq whether pursuant to Section 3.3 or Section 4.1 hereof.

1.06 "Mcf' shall mean one thousand cubic feel A cubic foot of Gas shall mean the volume of gas conained in one cubic

foot ofspace at a standard pressure base and at a standard temperuture base.

1.07 "MMBtu" shall mean one million British Thermal Units. A British Thermal Unit shall mean the quantity of heat

required to raise one pound avoirdupois ofpure water from 58.5 degrees Fahrenheit to 59.5 degrees Fahrenheit at a

constant pressure of 14.73 pounds per square inch absolute.

1.08 "Operafor" shall mean the individual or entity designated under the terms of the Operating Agreement or, in the

event this Agreement is not employed in connection with an operaling agreement the individual or entity

desigrated as the operator ofths well(s) located in the Balancing Area-

I .09 "Overproduced ParU" shall mean any Party having taken a greater quantity of Gas from the Balancing fuea than

the Percentage interest ofsuch Party in the cumulative quantity ofall Gas produced from the Balancing Area-

I .10 "Overproduction" shall mean the cumulative quantity of Gas taken by a Party in excess of its Percentage lnterest in

the cumulafive quantity ofall Gas produced from the Balancing Area-

1.11 "Party" shall mean those individuals or entities subject to this Agsement md their respective heirs, successors,

hansfere€s and assigns.

1.12 "Percentagelnterest"shallmeanthepercentageordecimalinterestofeachParUintheGasproducedfromthe
Balanoing Area pursuant to the Operating Agreement covering the Balancing Area-

1.13 "Royalty" shall mean payments on production of Gas from the Balancing Area to all owners of royalties, oveniding

royalties, production payments or similar interests.

l.l4 "Underppduced Party" shall mean any Party having taken a lesser quantity of Gas iom the Balancing Area than

the Percentage Interest ofsuch Party in the cumulative quantity ofall Gas produced from the Balatcing Area"

1.15 "Underproduction" shall mean the deficienry between the cumulative quantity of Gas taken by a Party and its

Percentage lnterest in the cumulative quantity ofall Gas produced from the Balancing Area-

l.16 E (Optional) "Winter Period" shall mean tle month(s) of November - December in one

calendar year and the month(s) of
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2. BAI,ANCINGAREA

2.1 If this Ageement covers more than one Balancing Are4 it shall be applied as if each Balancing Area were covered

by separate but identical agreements. All balancing hereunder shall be on the basis ofGas taken from the Balancing Area

measured in (Alternative 1) tr Mcfs or (Alternative 2) EI MMBtus.

2.2 ln the event tha all or part of the Gas deliverable from a Balancing Area is or becomes subject to one or more

maximum la*til prices, any Gas not subject to price conhols shall be considered as produced from a single Balancing Area

and Gas subject to each maximum larfrl price category shall be considered produced from a separate Balancing Area-

3. RIGIIT OF PARTIES TO TAKE GAS

3.1 Each Party desiring to take Gas will notiff the Operator, or cause the Operator to be notified, of tle volumes

nominated, the name ofthe transporting pipeline and the pipeline conbact number (ifavailable) and meter station relating

to such delivery suffrciently in advance for the Operator, acting with reasonable diligence, to meet all nomination and other

requirements. Operator is authorized to deliver tle volumes so nominated and confirmed (if confirmaiion is required) to the

transporting pipeline in accordance with the terms ofthis Agreement.

3 .2 Each Party shall make a reasonablg good faith effort to take its Full Share of Cunent Production each montb, to the

extent that such production is required to maintain leases in ofect, to protsct the producing capacity ofa well or reservoir, to

preserve correlative rights, or to maintain oil production.

3.3 When a Party fails for any reason to take its Full Share ofCunent Production (as such Share may be reduced by the

right ofthe other Parties to make up for Underproduction as provided herein), the other Parties shall be entitled to take any

Gas which such Party fails to take. To the extent practicable, such Gas shall be made available initially to each Underproduced

Party in the proportion that its Percentage Interest in the Balancing Area bears to tho total Percsntage lnterests ofall
Underproduced Parties desiring to take such Gas. Ifall such Gas is not taken by the Underproduced Padies, the portion not

taken shall then be made available to the other Parties in the proportion that their respective Percentage lnterests in the

Balancing Area bear to the total Pcrcentage lnterests ofsuch Parties.

3.4 A11 Gas taken by a Party in accordance with the provisions ofthis Agreemen! regardless ofwhether such Party is

underproduced or overproduced, shall be regarded as Gas taken for its own account with title thereto being in such taking

Party.

3.5 Notwithstmding the provisions of Section 3.3 hereof, no Overproduced ParE shall be entitled in any month to take any

Gas in excess ofthree hundred percent (3007o) of its Percentage Interest ofthe Balanoing Area's then-cunent Maximum

Monthly Availability provided however, that this limitafion shall not apply to the extent that it would preclude production

thal is required to maintain leases in effec! to protect the producing capacity ofa well or reservoir, to preserve conelalive

rights, or to maintain oil production. "Maximum Montlly Availability' shall mean the maximum average monthly rale of
production at which Gas can be delivered from the Balancing Are4 as determined by the Operator, considering the maximum

efficient well rate for each well within the Balmcing Areq the maximum allowable(s) set by the appropriate regulatory agency,

mode ofoperatiorl production facility capabilities and pipeline pressures.

3 .6 ln the event that a Party fails to make arrangements to take its Full Share of Current Production required to be

produced to maintain leases in effect, to protoct the producing capacity of a well or reservoir, to preserve correlative rights, or

to maintain oil production, the Operator may sell any part ofsuch Party's Full Share ofCunent Production that such Party fails

to take for the account ofsuch Party and render to such Party, on a cunent basis, the full proceeds ofthe sale, less any

reasonable marketing compression, heating, gattrering or transportatioo costs inouned directly in connection with the sale of
such Full Share ofCunent Production. In making the sale contemplaled herein, the Operator shall be obligated only to obtain

such price and conditions for the sale as are reasonable under the oiroumstanoes and shall not be obligated to share any ofits

markets. Any such sale by Operator under the terms hereofshall be only for such reasonable periods oftime as are consistent

with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess of one

year. Notwithstanding the provisions ofArticle 3.4 hereof, Gas sold by Operator for a Party under the provisions hereofshall

be deemed to be Gas taken for the account ofsuch Parfu.

4.IN-KIND BAI,ANCING

4.1 Effective the first day of any calendar month following at least

written notioe to the Operator, any Underproduced Party may begin taking in addition to its Full Share ofCunent

Production and any Makeup Gas taken pursuant to Section 3 .3 of this Agreement a share of current production determined

by multiplying fift.v percent ( 50 7d ofthe Full Shares ofCurrent Production ofall Overproduced Parties by

a fractiorl the numerator ofwhich is the Percentage lnterest ofsuch Underproduced Party and the denominator ofwhich

is the total ofthe Percentage Interests ofall Underproduced Parties desiring to take Makeup Gas. ln no event will an

(_--20_) days' prior

Overproduced Party be required to provide more than fiffy percent L---_ 50-7o) of its Full Share of Current

Production for Makeup Gas. The Operator will promptly notify all Overproduced Parties ofthe election ofan Underproduced

Party to begin taking Makeup Gas.
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4.2 EI (Optional - Seasonal Limitation on Makeup - Option 1) Notwithstanding the provisions of Seotion 4.1, the

average monthly amount of Makeup Gas taken by an Underproduced Party during the Winter Period pusuant to Section 4. I

shall not exceed tle average montlly amount ofMakeup Gas taken by such Underproduced ParE during tle
( 10 ) months immedialely preoeding the Winter Period.

4.2 tr (Optional - Seasonal Limitation on Makeup - Option 2) Notwithstanding the provisions of Section 4.1, no

Overproduced Party will be required to provide more than percent ( 7o) ofits Full Share

of Current Production for Makeup Gas during the Winter Period.

4.3 tr (Optional) Notwittrstanding any other provision of this Agreemen! at such time and for so long as Operator, or

(insofar as concems production by the Operator) any Underproduced Party, determines in good faith that an Overproduced

Party has produced all ofits share ofthe ultimately recoverable reserves in the Balancing Are4 such Overproduced Party may

be required to make available for Makeup Gas, upon the demand ofthe Operator or any Underproduced Party, up to

percent ( 7d ofsuch Overproduced Parf's Full Share ofCunent Production.

5. STATEMENT OF GAS BAI-ANCES

5.1 The Operator will maintain appropriate accounting on a monthly and cumulative basis of the volumes of Gas that each

Party is entitled to receive and the volumes ofGas actually taken or sold for each Party's account. Within forty-five (45) days

after the month of production, the Operator will fumish a statement for such month showing ( I ) each Parry's Full Share of

Cunent Production, (2) the total volume ofGas actually taken or sold for each Party's accoun! (3) the ditrerence between

the volume taken by each Party and thal Partls Full Share ofCunent Production, (4) the Overproduction or

Underproduction ofeach Party, and (5) other dafa as recommended by the provisions ofthe Council ofPetroleum

Accountants Societies Bulletin No.24, as amended or supplemented hereafter. Each Party taking Gas will promptly provide to

the Operator any data required by the Operator for preparation ofthe statemen8 required hereunder.

5.2 lf any Pwty fails to provide the data required herein for four (4) consecutive production months, the Operator, or

where the OperaJor has failed to provide data another Party, may audit the production and Gas sales and transportafion

volumes ofthe non-reporting Party to provide the required data" Such audit shall be conducted only after reasonable notice and

during normal business hours in the office ofthe Parfy whose records are being auditod. All costs associated with such audit

will be charged to the account ofthe Party failing to provide the required data.

6. PAYMENTS ON PRODUCTION

6.1 Each Party taking Gas shall pay or cause to be paid all production and severalce taxes due on all volumes of Gas

actually taken by such Party.

6.2 tr (Alternative I - Entitlements) Each ParB shall pay or cause to be paid all Royalty due witl respectto Royalty

owners to whom it is accountable as if such Pmty were taking its Full Share of Cunent Productior! and only its Full Share of

Cunent Production.

6.2.1 tr (Optional - For use onlywith Section 6J -Alternative I - Entitlement) Uponwrittenrequest of aPaxty

taking less than its Full Share of Cunent hoduction in agiven month ("Current Underproducer"), any Party taking more thm

its Full Share ofCunent Production in such monti ("Cunent Overproducer") will pay to such Current Underproducer an

amount each month equal to the Royalty percentage ofthe proceeds received by the Cunent Overproducer for that portion of

the Current Underproducefs Full Share ofCurrent Production taken by the Cunent Overproducer; provided, however, tlat
such payment will not excsed the Royalty percentage that is common to all Royalty burdens in the Balancing Area- Payments

made pursuant to this Section 6.2.1 will be deemed payments to the Underproduced Party's Royalty ownen for purposes of

Section 7.5.

6.2 El (Alternative 2 - Sales) Each Party shall pay or cause to be paid Royalty due with respect to Royalty owners to

whom it is accountable based on the volume of Gas actually taken for its account.

6.3 In the event that any govemmental authority requires that Royalty payments be made on any other basis than that

provided for in this Seotion 6, each Party agrees to make such Royalty payments accordingly, commencing on the effective date

required by such govemmental authority, and the method provided for herein shall be thereby superseded.

7. CASHSETTLEMENTS

7.1 Upon the earlier of the plugging and abandonment of the last producing interval in the Balaocing Are4 the termination

of thb Operating Agreement or any pooling or unit agreement covering tle Balancing Areq or at any time no Gas is taken

from the Balancing Area for a period oftwelve (12) consecutive months, any Party may give written notice calling for cash

settlement of the Gas production imbalances among the Parties. Such notice shall be given to all Parties in the Balancing fuea-

7.2 Within sixty (60) days after the notice calling for cash settlement under Section 7.1, the Operator will distribute to eaoh

Party a Final Gas Settlement Statement detailing the quantity ofOverproduotion owed by each Overproduced ParO to each

Underproduced Party and identifing the month to which such Overproduction is attributed, pursuant to the methodology

set out in Section 7.4.

7.3 El (Alternative I - Direct Party-to-Party Settlement) Within sixty (60) days after receipt ofthe Final Gas Settlement

Statement, each Overproduced Party will pay to each Underproduced Party entitled to settlernent the appropriate cash
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settlement, accompanied by appropriate accounting detail. At the time of paymen! the Overproduced Party will notifr the

Operator ofthe Gas imbalance settled by the Overproduced Party's payment.

7.3 tr (Alternative 2 - Settlement Through Operator) Within sixty (60) days after reoeipt of the Final Gas Settlement

Statement, each Overproduced Party will send its cash settlemen! accompanied by appropriate accounting detail, to the

Operabr. The Operaror will distribute the monies so received, along with any settlement owed by tle Operator as an

Overproduced Party, to each Underproduced Party to whom settlement is due within ninety (90) dals after issuance ofthe

Final Gas Settlement Staternent In the event that any Overproduced Party fails to pay any settlement due hereunder, the

Operator may tum over responsibility for the collection ofsuch settlement to the Party to whom it is owed, and the Operator

will have no further regponsibility with regard to such settlement.

7.3.1 tr (Optional - For use only with Section 73, Alternative 2 - Settlement Through Operator) Any Party shall have

the right at any time upon thirty (30) days' prior written notice to all other Parties to demand that any settlements due such

Party for Overproduction be paid direc$ to such Party by the Overproduced Party, rather than being paid through the

Operator. ln the event thal an Overproduced Party pap the Operator any sums due to an Underproduced ParU al any time

after thirty (30) days following the receipt ofthe notice provided for herein, the Overproduced Party will continue to be liable

to such Underproduced Party for any sums so pard until payment is actually received by the Underproduced Party.

7.4 M (Alternative 1 - Historical Sales Basis) The amount of the cash settlement will be based on the proceeds

received by the Overproduced Party under an Arm's kngth Ageement for the Gas taken from time to time by the

Overproduced Party in excess ofthe Overproduced Party's Full Share ofCunent Production. Any Makeup Gas taken by the

Underproduced Party prior to monetary settlement hereunder will be applied to offset Overproduction chronologically in the

order of accnral.

7 .4 tr (Alternative 2 - Most Recent Sales Basis) The amount of the cash settlement will be based on the procseds

received by the Overproduced Parly under an Arm's Length Agreement for the volume of Gas that constituted Overproduction

by the Overproduced ParE from the Balancing Area" For the purposs sf implementing the cash settlement provision ofthe

Section 7, an Overproduced Party will not be considered to have produced any ofan Underproduced Part/s share ofGas until

the Overproduced Party has produced cumulatively all of its Percentage lnterest share ofthe Gas ultimatd produced fiom the

Balancing Area-

7.5 The values used for calculating the cash settlement under Section 7.4 will include all proceeds received for the sale oftle
Gas by the Overproduoed Party oalculated at the Balancing Are4 after deducting any production or severanc€ taxes paid and any

Royalty actually paid by the Overproduced Party to an Underproduced Party's Royalty owner(s), to the extent said payments

amounted to a discharge of said Underproduced Parf's Royalty obligatio4 as well as any reasonable marketing compression,

treating, gathering or transportation costs incurred directly in connection with the sale ofthe Overproduction.

7.5.1 tr (Optionat - For Valuation Under Percentage of Proceeds Contracts) For Overproduction sold under a gas

purchase contact providing for payment based on a percentage ofthe proceeds obtained by the purchaser upon resale of
residue gas and liquid hydrocarbons extraoted at a gas processing plant the values used for calculating cash settlement will

include proceeds received by the Overproduced Party for both the liquid hydrocarbons and the residue gas attributable to the

Overproduction.

7.5.2 tr (Optional - Valuation for Processed Gas - Option 1) For Overproduction processed for the account ofthe

Overproduced Party at a gas processing plant for the extraction ofliquid hydrocarbons, the full quantrty ofthe Overproduction

will be valued for purposes ofcash settlement at the prices received by the Overproduced Party for the sale ofthe residue gas

atributable to the Overproduction without regard to proceeds athibutable to liquid hydrocarbons which may have been

exfacted from the Overproduction.

7.5.2 tr (Optional - Valuation for Processed Gas - Opfion 2) For Overproduction processed for tle account ofthe

Overproduced Party at a gas processing plant for the extraction ofliquid hydrocarbons, the values used for calculating cash

settlement will include the proceeds received by the Overproduced ParU for the sale ofthe liquid hydrocarbons exfacted from

the Overproduction, less ttre actual reasonable costs incurred by the Overproduced Pafy to process the Overproduction and to

hansport, fractionate and handle the liquid hydrocarbons exfiacted therefrom priorto sale.

7.6 To the extent the Overproduced Party did not sell all Overproduction under an Arm's kngth Agreemen! the cash

settlement will be based on the weighted average price received by the Overproduced Party for any gas sold from the

Balancing Area under Arm's Length Agreements during the months to which such Overproduction is athibuted. ln the event

that no sales under Arm's Length Agreements were made during any such montJL tle cash settlement for such month will be

based on the spot sales prices published for the applicable geographic area during such month in a mutually acceptable pricing

bulletin.

7.7 Interest compounded at the rale of Citi Bank N.A. of New York percent ( I 7o) per annum or the maximum lawful

rate ofinterest applicable to the Balancing Are4 whichever is less, will accrue for all amounts due under Section 7.1 beginning

the first day following the date payment is due punuant to Section 7.3. Such interest shall be borne by the Operaior or any
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Overproduced Party in the proportion that their respective delays beyond the deadlines set out in Sections 7.2 andT .3

contributed to the acorual ofthe interest.

7.8 In lieu ofthe cash settlement required by Section 7.3, an Overproduced Party may deliver to the Underproduced Party

an offer to settle its Overproduction in-kind and at such rates, quantities, times and sources as may be agreed upon by the

Underproduced Party. Ifthe Parties are unable to agree upon the manner in which such in-kind setdement gas will be

fumished within sixty (60) days after the Overproduced Party's offer to settle in kin( which period may be extended by

agreement of said Parties, the Overproduced Party shall make a cash settlement as provided in Section 7.3. The making of an

in-kind settlement offer under this Section 7.8 will not delay the accrual ofinterest on the cash settlement should the Parties

fail to reach agreement on an in-kind settlement.

7.9 EI (Optional - For Balancing Areas Subject to Federal Price Regulation) That portion of any monies collected by an

Overproduced Party for Overproduction which is subject to refund by orders ofthe Federal Energy Regulatory Commission or

other govemmental authority may be witbheld by the Overproduced Party until such prices are fully approved by such

governmental authority, unless the Underproduced Pafy fumishes a corporate undertaking acceptable to the Overproduced

Party, agreeing to hold the Overproduced Party harmless from financial loss due to refund orden by such govemmental

authority.

7.10 tr (Optional - Interim Cash Balancing) At any time during the term of this Ageemen! any Overproduced Pany

may, in its sole discretion, make cash settlement(s) with the Underproduced Parties covering all or part ofits outstanding Gas

imbalance, provided that such settlements must be made with all Underproduced Parties proportionately based on the relative

imbalances of the Underproduced Parties, and provided further that such settlements may not be made more often tlan once

every twenty-four (24) months. Such settlements will be calculated in the same manner provided above for final cash

settlements. The Overproduced Party will provide Operator a detailed accounting ofany such cash settlement within Orirty (30)

days after the settlement is made.

8. TESTING

Notwithstanding any provision ofthis Agreement to the contrary, any Party shall have the right, from time to time, to

produce and take up to one hundred percent (100%) ofa well's entire Gas stream to meet the reasonable deliverability test(s)

required by such Party's Gas purchaser, and the right to take any Makeup Gas shall be subordinate to the right ofany Party to

conduct such tests; provided, however, tlat such tests shall be conducted in accordance with prudent operating practices only

after ( 10 ) days' prior witten notice to the Operator and shall last no longer tlan
fourteen ( 14 ) hours.

9. OPERATINGCOSTS

Nothing in this Agreement shall change or affect any Party's obligation to pay its proportionate share ofall costs and

liabilities incurred in operafions on or in connection with the Balancing Are4 as its share thereof is set forth in the Operating

Agreement, irrespective of whether any Party is at any time selling and using Gas or whether such sales or use are in

proportion to its Percentage Interest in the Balancing Area-

10. LTQUTDS

The Parties shall share proportionately in and ovm all liquid hydrocarbons recovered with Gas by field equipmont operated

for thejoint account in accordance with their Percentage lnterests in the Balancing Area-

11. AUDITRIGHTS
Notwithstanding any provision in this Agreement or any other agreement between the Parties hereto, and further

notwithstanding any termination or cancellation ofthis Agreemen! for a period oftwo (2) yean from the end oftle oalendar

year in which any information to be fumished under Section 5 or 7 hereof is supplied, any Parly shall have tie right to audit

the records ofany other Party regarding quantity, including but not limited to information regarding Btu-content.

Any Underproduced Pany shall have the right for a period offwo (2) yean from the end ofthe calendar year in which any

cash settlement is received pursuant to Section 7 to audit the records ofany Overproduced Party as to all matters conceming

values, including but not limitod to information regarding prices and disposition of Gas ftom tle Balancing Area- Any such

audit shall be conduoted al the expense ofthe Party or Parties desiring such audit and shall be conducted, after reasonable

notice, during normal business hours in the office ofthe Pany whose records are being ardited. Each Party hereto agrees to

maintain records as to the volumes and prices of Gas sold each month and the volumes of Gas used in its own operations,

along with the Royalty paid on any such Gas used by a Party in its own operations. The audit rights provided for in this

Seotion 1 I shall be in addition to those orovided for in Section 5.2 ofthis Aereement.

12. MISCELLAIIEOUS

12.l AsbetweentheParties,intheeventofanyconflictbetweentleprovisionsofthisAgreementandtheprovisionsof

any gas sales confact, or in the event ofany conflict between the provisions ofthis Agreement and the provisions ofthe

Operating Agreement the provisions ofthis Agreement shall govem.

12.2 Each Party agrees to defend, indemnify and hold harmless all other Parties fiom and against any and all liability for

any claims, which may be asserted by any third party which now or hereafter stands in a contractual relationship with such
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indemniffing Party and which arise out of the operation of this Agreement or any activities of such indemni$ing Party under

the provisions ofthis Ageemen! and does further agree to save the other Parties harmless &om all judgnents or damages

sustained and costs incurred in conneotion therewith.

12.3 Except as otherwise provided in this Agreement Operator is authorized to administer the provisions of this

Agreemen! but shall have no liability to ttre other Parties for losses sustained or liability inouned which arise out ofor in

connection with the performance ofOperato/s duties hereunder, except such as may result Aom Operato/s gross negligence or

willf.rl misconduot Operator shall not be liable to any Underproduced Party for the failure ofany Overproduced Party, (other

than Operaior) to pay any amounts owed punuant to the terms hereof.

12.4 This Agreement shall remain in full force and effect for as long as the Operating Agreement shall remain in force and

effect as to the Balancing Are4 and thereafter until the Gas accounts between the Parties are settled in full, and shall inure to

the benefit ofand be binding upon the Parties hereto, and their respective heirs, successors, legal representalives

and assigns, ifany. The Parties hereto agree to give notice ofthe existence ofthis Agreement to any successor in interest of
any such Party and to provide that any such successor shall be bound by this Agreement and shall further make any fransfer of

any interest subject to the Operating Agreement or ary part thereof, also subject to the terms ofthis Agreement.

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

12.6 Inthe event that any "Optional" provision of this Agreement is not adopted by the Parties to this Agreement by a

typed" printed or handwritten indicafion, such provision shall not fonn a part ofthis Agreemen! and no inferenoe shall be

made conceming the intent of the Parties in such event. In the event that any "Altemative" provision olthis Agreement is not

so adopted by the Parties, Altemative 1 in each such instance shall be deemed to have been adopted by the Parties as a result

of any such omission. In those oases where it is indicated thm an Optional provision may be used only if a specific Altemative

is selected: (i) an election to include said Optional provision shall not be effective unless the Alternative in question is selected;

and (ii) the election to inolude said Optional provision must be expressly indicated hereon, it being undentood that the

selection ofan Altemative either expressly or by default as provided herein shall not, in and ofitselq constitute an election to

include an associated Optional provision.

12.7 This Agreement shall bind the Parties in accordance with the provisions hereoN and nothing herein shall be constued

or interpreted as oreating any rigbts in any person or entity not a sigratory hereto, or as being a stipulafion in favor ofany

such person or entity.

12.8 If contemporaneously with this Agreement becoming effective, or thereafter, any Party requests that any other Prty
execute an appropriate memorandum or notice ofthis Agreement in order to give third parties notice ofrecord ofsame and

submi8 same for execution in recordable fonr! such memorandum or notice shall be duly executed by the Party to which such

request is made and delivered promptly thereafter to the Party making the request Upon receipg the Party making the request

shall cause the memorandum or notice to be duly recorded in the appropriate real property or other records affecting the

Balancing Area-

12.9 In the event Internal Revenue Service regulations require a uniform method of computing taxable income by all

Parties, each Party a.grees to compute and report income to the lntemal Revenue Service (select one) tr as if such Party were

taking its Full Share of Cunent Production during each relevant tax period in accordance with such regulations, insofar as same

relate to entitlement method tax computations; or E based on the quantity ofcas taken for its account in accordance with

such regulations, insofar as same relate to sales method tax computations.

13. ASSIGIIMENT AND RIGIITS I]PON ASSIGNMENT

13.1 SubjecttotheprovisionsofSections 13.2(ifelected)andl3.3hereofandnotwithstandinganyttringinthisAgreement

or in the Operating Agreement to the contary, ifany Party assigns (including any sale, exchange or other tansfer) any ofits

working interest in the Balancing Area when such Party is an Underproduced or Overpmduced Party, the assignment or otler

act ofhansfer shall, insofar as the Parties hereto are concemed, include all interest ofthe assigning or transfening ParU in the

Gas, aU rights to receive or obligations to provide or take Makeup Gas and all rights to receive or obligations to make any

monetaf,y payment whioh may ultimately be due hereunder, as applicable. Operator and eaoh ofthe other Parties hereto shall

thereafter treat the assignment accordingly, and the assigning or transferring Party shall look solely to its assignee or other

transferee for any interest in the Gas or monetary payment that such Party may have or to which it may be entitled, and shall

cause its assigree or other hansferee to assume its obligations hereunder.

13.2 M (Optional - Cash Settlement Upon Assignment) Notwithstanding anything in this Agreement (including but not

limited to the provisions ofSection l3.l hereof) or in the Operating Agreement to the conhary, and subject to the provisions

ofSection 13.3 hereof, in the event an Overproduced Parfy intends to sell, assign, exchange or otlerwise transfer any ofits

interest in a Balancing Are4 such Overproduced Party shall noti$ in writing the other working interest owners who are

Parties hereto in such Balancins Area ofsuch fact at least thirtv ( 30 ) days prior to closing the

transaction. Thereafter, any Underproduced Party may demand from such Overproduced Party in writing within
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( 20 ) days after receipt ofthe Overproduc€d Party's notice, a cash settlement ofits

Underproduction from the Balancing Area" The Operator shall be notified of any such demand and of any cash settlement

punuant to this Section 13, and the Overproduction and Underproduction of each Party shall be adjusted accordingly. Any cash

settlement pu$uant to this Section 13 shall be paid by the Overproduced Party on or before the earlier to occur (i) ofsixty (60)

days after receipt ofthe Underproduced Party's demand or (ii) at the closing ofthe fransaction in which the Overproduced

Parg sells, assigns, exchanges or othenrise tansfers its interest in a Balancing Area on the sarne basis as otherwise set forth in

Sections 7.3 through 7.6 hereof, and shall bear interest at the rate set forth in Section 7.7 hereof, beginning six8 (60) days

after the Overproduced Party's sale, assignment, exchange or fransfer ofits interest in the Balancing Area for any amounts not

paid. Provided, howeveq ifany Underproduced Party does not so demand such cash settlement ofits Underproduction from the

Balancing Are4 such Underproduced ParE shall look exclusively to the assignee or other successor in interest ofthe

Overproduced Party giving notice hereunder for the satisfaction ofsuch Underproduced Pafty's Underproduction in accordance

with the provisions ofSection 13.1 hereof

13.3 The provisions ofthis Section 13 shall not be applicable in the event any Party mortgages its intorest or disposes of its

interest by merger, reorganization, consolidalion or sale ofsubstantially all ofits assets to a subsidiary or parent company, or to

any company in which any parent or subsidiary ofsuch Party owns a majority ofthe stock ofsuch company.
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EXHIBIT "F"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT
DATED NOVEMBER 18, 2015, WITH XTO ENERGY INC. AS "OPERATOR'" COVERING
THE COFFIELD UNIT A, [N RICHLAND TOWNSHIP, BELMONT COLINTY, OHIO.

FEDERAL CONTRACT REQUIREMENTS

L EQUAL EMPLOYMENT OPPORTUNITY:

Equal Opportunity Clause (.41 CFR 60-1.4)

During the perfomrance of this Confuact, Contoactor agrees as follows:

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

q Second Party will, in all solicitations or advertisements for employees
placed by or on behalf of Second Pafiy, state that all qualified applicants will
receive consideration for employment without regard to race, color, religiorq sex
or national origin.

(3) Second Party will send to each labor union or representative of workers with
which Second Party has a collective bargaining agreement or other contract or
understandhg, u notice to be provided by the agency contracting officer, advising
the labor union or workers' representative of Second Party's commitments under
Section 202 of Executive Order 11246 of September 24, 1965, and shall post
copies of the notices in conspicuous places available to employees and applicants
for employment.

(4) Second Party will comply with all provisions of Executive Order 11246 of
September 24, 1965, and of the rules, regulations, and relevant orders of the
Secretary oflabor.

(5) Second Party will furnish all information and reports required by Executive
Order 11246 of September 24, 1965, and by the rules, regulations, and orders of
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Secretary of Labor, or pursuant thereto, and will pennit access to his books,

records, and accounts by the contracting agency and the Secretary of Labor for
purposes of investigation to ascertain compliance with such rules, regulations, and

orders.

(6) ln the event of Second Party's noncompliance with the non-discrimination
clauses of this Contract or with any of such rules, regulations, or orders, this

Contract may be canceled, terrninated or suspended in whole or in part, and

Second Parfy may be declared ineligible for further Government contracts in
accordance with procedures authorized in Executive Order 1t246 of September

24, 1965, and such other sanctions may be imposed and remedies invoked as

provided in Executive Order 11246 of September 24, 1965, or by rules,

regulations, or orders of the Secretary of Labor, or as otherwise provided by law.
(7) Second Parry will include the provisions of paragraphs (1) tbrough (7) in
every subcontract or purchase order unless excepted by rules, regulations, or
orders of the Secretary of Labor issued pursuant to Section 2A4 of Executive
Order 1,1,245 of Septemb er 24, 1965, so that such provisions will be binding upon
each subcontractor or vendor. Second Party will take such action with respect to
any subcontract or purchase order as the contacting agency may direct as a
means of enforcing such provisions including sanctions for noncompliance;
provided, however, that in the event Second Party becomes involved in, or is
threatened with, litigation with a subcontractor or vendor as a result of such

direction by the contacting agency, Second Party may request the United States

to enter into such litigation to protect the interests of the United States.

Emplovee Infonnation Reports (41 CFR 60-1.7)

If the value of this Contact is $50,000.00 or more, and if Second Parfy has 50 or
more employees, Second Party agrees to file timely, complete and accurate

reports on Standard Form 100 @EO-l) with the appropriate federal agency.

Affinnative Action Progam (.41 CFR 60-1.40)

If the value of this Contract is $50,000.00 or more and Second Parly has 50 or
more employees, Second Party agrees to develop a written affirmative action

compliance progmrn as required by law.

D. Certification ofNon-segregated Facilities (42 CFR 60-1.8)

Second Party certifies that it does not and will not maintain or provide for its
employees and segregated facilities at any of its establishments, and that it does

not and will not permit its employees to perform their services at any location
under its control, where segregated facilities are maintained. Second Party agrees

that a breach of this certification is a violation of the Equal Employment
Opportunity Clause in this Contract. As used in this certification, the term
"segregated facilities" means any waiting rooms, work areas, rest rooms, and
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II.

wash rooms, restaurants and other eating areas, time clocks, locker rooms and

other storage or dressing areas, parking lots, drinking fountains, recreation or
entertainment areas, transportation, and housing facilities provided for employees
which are segregated by explicit directive or are in fact segregated on the basis of
race, creed, color, or national origin, because of habit, local custom or otherwise.
It further agrees that (except where it has obtained identical certifications from
proposed subcontractors for specific time periods) it will obtain identical
certifications from proposed subcontactors prior to the award to a subcontractor
exceeding $10,000.00 which is not exempt from the provisions of the Equal
Employm.ent Opporhnity Clause; that it will retain such certifications in its files;
and that it will forward the following notice to such proposed subcontractors
(except urhere the proposed subcontractors have submitted identical certifications
for a specific time period): NOTICE TO PROSPECTIVE SUBCONTRACTORS
OR REQUIREMENTS FOR CERTIFICATIONS OF NON-SEGRAGATED
FACILITIES. A certification of Non-segregated Facilities, as required by the
May 9, 1967, Order on Elimination of Segregated Facilities, by the Secretary of
Labor (32 Fed. Reg.7439, May 19, 1967) must be submitted prior to the award of
a subcontract exceeding $10,000.00 which is not exempt from the provisions of
the Equal Employment Opportunity Clause. The certifi.cation may be submitted
either for each subcontract of for all subcontacts during a period (i.e., quarterly,
semi-annually, or annually). Note: The penalty for making false statements in
offers is prescribed in 18 U.S.C. 1001.)

LrsrrNG oF EMPLOYMENT OPENTNGS (,41 CFR s0-2s0)

Second Party agrees to comply with the rules and regulations of the Department
of Labor concerning the listing of employment openings, including the contract
clause set forth in 41 CFR 50-250.4, which clause is incorporated herein by
reference. Second Party also agroes to place the foregoing provision in any
subconftact directlv under this Contract.

EMPLOYMENT OF THE HANpICAPPED (20CFR 741.2)

This clause applies to all non-exempt contracts and subcontracts which exceed

$2,500.00 as follows:

A. Part A applies to contracts and subcontracts which provide for performance in
less than 90 davs:

B. Parts A and B apply to contracts and subcontracts which provide for
performance in 90 days or more and the amount of the contract or subcontract is
less than 55000.000.00: and

C. Parts A, B, and C apply to contracts and subcontracts which provide for
performance in 90 days or more and the amounts of the contract or subcontract is
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$500,000.00 or more.

l.

PART A

Second Parfy win not discriminate against any employee or applicant for
employment because of physical or mental handicap in regard to any position for
which the employee or applicant for employm.ent is qualified. Second Parfy
agrees to take affirmative action to employ, advance in employment, and
otherwise treat qualified handicapped individuals without discrimination based
upon their physical or mental handicap in all employm.ent practices such as the
following: employm.en! upgrading, demotion or transfer, recruitment or
recruitrnent advertising; layoff or termination, rates of pay or other forms of
compensation, and selection for taining, including apprenticeship.

Second Party agrees that, if a handicapped individual files a complaint with the
Second Party that Second Party is not complying with the requirements of the
Act, Second Party will (a) investigate the complaint and take appropriate action
consistent with the requirements of 20 CFR74I.29 and (b) maintain on file for
three years, the record regarding the compliant and the actions taken.

Second Party agrees that, if a handicapped individual files a complaint with the
Deparbnent of Labor that Second Parly has not complied with the requirements of
the Act, (a) Second Party will cooperate with the Department of Labor in its
investigation of the complaint, and (b) Second Party will provide all pertinent
information regarding Second Party's employment practices with respect to the
handicapped.

Second Party agrees to comply with the rules and regulations of the Secretary of
Labor in 20 CFR Ch. VI, Pafi74l.

In the event of Second Party's non-compliance with the requirements of this
clause, the contract may be terminated or suspended in whole or in part.

This clause shall be included in all subcontracts over $2.500.00.

PART B

7. Second Party agrees (a) to establish an affinnative action program, including
appropriate procedures consistent with the guidelines and the rules of the
Secretary of Labor, which will provide the affirmative action regarding the
employm.ent and advancement of the handicapped required by P.L. 93-223; (b) to
publish the program in Second Party's employees' or personnel handbook or
otherwise distribute a copy to all personnel; (c) to review Second Party's program
on or before March 3l of each year and to make such changes as may be
appropriate; and (d) to designate one of Second Party's principal officials to be
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8.

9.

10.

11.

12.

responsible for the establishment and operation of the program.

Second Parfy agrees to permit the examination by appropriate conhacting agency

officials or the Assistant Secretary for Employment Standards or designee, of
pertinent books, documents, papers and records concerning Second Party's
employment and advancement of the handicapped.

Second Party agrees to post in conspicuous places, available to employees and

applicants for employment, notices in a forrn to be prescribed by the Assistant

Secretary for Employment Standards, provided by the contracting officer stating

Second Party's obligation under the law to take affirmative action to employ and

advance in employment qualified, handicapped employees and applicant for
employment and the rights and remedies available.

Second Party will notiff each labor union or representative of workers with urhich
he has a collective bargaining agreement or other conhact understanding, that
Second Party is bound by the terrns of Section 503 of the Rehabilitation Act, and

is committed to take affirmative action to employ and advance in employment
physically and mentally handicapped individuals.

PART C

Second Party agrees to submit a copy of Contractor's affirmative action program
to the Assistant Secretary for Employment Standards within 90 days after the
award to Second Parfy of a contract or subcontract.

Second Party agrees to submit a summary report to the Assistant Secretary for
Employr.ent Standards, by March 31 of each year during performance of the
contract, and by March 31 of the year following completion of the contact, in the
fomr prescribed by the Assistant Secretary, covering employment and complaint
experience, accommodations made, and all steps taken to effecfuate and carry out
the commitments set forth in the affirmative action pro$am.
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INTRODUCTION

Q1. Please introduce yourself to the Division.

A.1. My name is Jeff Jackson. I am a geologist for XTO Energy Inc. working in the

Appalachian Division.

Q2. What is your educational background?

A2. I graduated with a Bachelor of Arts degree in Geology from Westem State College of

Colorado. I then received a Master of Science degree in Geology from Colorado School

of Mines.

Would you briefly describe your professional experience?

I have 8 years' experience as a geologist in the oil and gas industry and have worked

unconventional reservoirs for the majority of that time. I started my career with XTO

working in the Uinta Basin of eastern Utah focusing on development and exploration

projects. \n 20II, I began working to develop the Utica and Point Pleasant

unconventional plays for XTO in the Appalachian Basin.

What do you do as a Geologist for XTO?

As a geologrst at XTO, I am responsible for interpreting geologic data for predominantly

Ohio, but I also interpret data in West Virginia and Pennsylvania. I create and update

structure and isopach maps for various formations. I also create electric 1og cross

sections to determine the various rock formations true vertical depths and characteristics.

I also work to design and plan new drilling units for horizontal wells and geosteer the

operated horizontal wells during drilling to make sure they remain in the targe,tzone.

What types of subsurface data are you ana$zing?

Electronic log data from subsurface logs, as well as core data, and any published

Q3.

A.3.

Q4.

A4.

Qs.

A.5.



Q6.

A6.

Q7.

/'7.

Qe.

49.

TINITIZATION FORMA'TION IS PART OF A POOL.

QS. Can you please explain what a "pool" is in the context of oil and gas exploration?

A8. A pool is considered to be an underground reservoir that contains a common

information from the ODNR or academia.

Are you a member of any professional associations?

I am a member of the American Association of Petroleum Geologist as well as the

Geological Society of America.

What is the purpose of your testimony today?

I am testifuing in support of the Application of XTO, for the Unit Operation files with

respect to the Coffield Unit A, consisting of 18 separate parcels of land totaling

approximately 503.8185 acres in Richland Township, Belmont County, Ohio. My

testimony will show that the Unitized Formation described in the Application is part of a

pool and thus an appropriate subject of unitization. My testimony will also support the

Unit Plan's allocation of unit production and expenses to separately owned tracts on a

surface acreage basis, based on the near identical geologic characteristics over the Unit.

accumulation of hydrocarbons that when drilled and or completed will yield these

hydrocarbons for production to the surface. Each zone of a geologic feature that is

separate from any other zone in the same feature could contain a separate pool.

How is the Unitized Formation de{ined for the Coflield Unit A?

It is defined as the subsurface portion of the Coffield Unit A located from fifty (50) feet

above the top of the Utica Formation to fifty (50) feet below the top of Trenton

Forrnation.

Q10. Do you have an opinion as to whether the Unitized Formation contemplated by the



Coffield Unit A constitutes a pool or a part of a pool?

A10. Yes, based on my professional experience. It is my opinion that the Unitized Formation

qualifies as part of apool.

Q11. Why do you believe the Unitized Formation constitutes part of a pool?

A11. My interpretation of the geologic data such as wireline well logs, indicates that the Utica

/ Point Pleasant formations should be present, with similar characteristics, across the

entire Coffield Unit A. This indicates to me that the Unitized Formation is part of a pool.

Ql2. When you refer to the Utica / Point Pleasant, to what are you referring?

Al2. The Utica / Point Pleasant is the temr used to describe the subsurface formation from the

top of the Utica to the top of the Trenton.

Q13. Is your opinion based on your education and professional experience?

A13. Yes, my opinion is based on my professional experience and education.

Q14. Is this a commonly accepted method of analysis in your profession for determining

whether a pool or part of a pool exists?

Ai4. Yes.

ALLOCATION METHODOLOGY

Q15. Production and expenses are allocated to the separate tracts in the Coffield Unit A

under the Unit Plan on a surface-acreage basis. Given your education and

professional experience, do you have an opinion on whether that allocation method

is appropriate?

A15. Yes, in my opinion that allocation method is appropriate.

Q16. Why?

A16. It is appropriate because the Utica and Point Pleasant formations are expected to have



similar thickness and characteristics across the Unit.

Q17. Do you have any exhibits to help explain your testimony?

A17. Yes. Exhibits il-l and JJ-2 arc a map and a cross section that show wireline well logs.

The logs are annotated with the formation names. The cross section going over the

Coffield Unit A shows a near equal thickness of the Utica and Point Pleasant formations.

The cross section displays wireline Gamma Ray data on a 0- 200 API scale. The

formation tops are based on Gamma Ray and are shown on the cross section. As you can

see, wireline log data indicates that the Utica and Point Pleasant formations are predicted

to be of equal thickness across the unit.

Q18. In your experience, is this a common method for allocating production and

expenses?

A18. Yes

Q19. Ilave you seen this allocation method used in other shale basins?

A19. Yes, I have seen production and expenses allocated on a surface acreage basis in the Fort

Worth Basin and the D-J Basin.

Q20. Does this conclude your testimony?

M0. Yes.

4
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INTRODUCTION 1 

Q1. Please introduce yourself to the Division. 2 

A1. My name is Steven Cervantes.  I am a reservoir engineer for XTO Energy Inc. 3 

Q2. What is your educational background? 4 

A2. I have a Bachelors of Science in Petroleum Engineering from the University of Texas. 5 

Q3. Would you briefly describe your professional experience? 6 

A3. I have worked as a reservoir engineer for 6 years at XTO. 7 

Q4. What do you do as a Reservoir Engineer for XTO? 8 

A4. My primary function is to calculate oil and gas reserves and perform economic analysis 9 

of oil and gas development projects. 10 

Q5. Are you a member of any professional associations? 11 

A5. Yes, I am a member of the Society of Petroleum Engineers. 12 

Q6. What is the purpose of your testimony today? 13 

A6. I am testifying in support of the application of XTO Energy for Unit Operation filed with 14 

respect to the Coffield Unit A, consisting of 17 separate tracts of land totaling 15 

approximately 502 acres in Richland Township, Belmont County, Ohio.  My testimony 16 

addresses that the unit operations for the Coffield Unit A are reasonably necessary to 17 

increase the recovery of oil and gas substantially and that the value of the estimated 18 

additional recovery due to unit operations exceeds its estimated additional costs. 19 

UNIT OPERATIONS ARE REASONABLY NECESSARY TO INCREASE 20 

SUBSTANTIALLY THE RECOVERY OF OIL AND GAS. 21 

Q7. I'd like to begin by addressing whether unit operations in the Coffield Unit A are 22 

reasonably necessary to increase substantially the recovery of oil and gas from those 23 

properties.  Would you describe briefly how XTO anticipates developing the 24 

Coffield Unit A? 25 

A7. XTO plans to develop the Coffield Unit A by drilling two horizontal wells targeting the 26 

Utica-Point Pleasant Shale formation.  It is estimated that the lateral length for the 27 

Coffield A 1H well will measure approximately 9,860 feet and the Coffield A 3H well 28 

will measure approximately 8,883 feet. 29 
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Q8. Do you have an opinion as to whether unit operations in the Coffield Unit A are 1 

reasonably necessary to increase substantially the recovery of oil and gas from those 2 

properties, and if so, what is your opinion? 3 

A8. By utilizing the full unit lateral length I previously stated, I estimate that production from 4 

the two wells could total as much as 35.6 BCF.  Without unitization, the lateral length 5 

would have to be shortened to approximately 4,135 total combined feet, and therefore 6 

production would only total 7.9 BCF.  Due to this difference in production, it is my 7 

opinion that unit operations are necessary in order to capture the additional 78% or 27.8 8 

BCF of reserves. 9 

Q9. Can you please describe your method for making these production projections? 10 

A9. Yes, I looked at existing production for nearby offset dry gas wells and forecasted their 11 

estimated ultimate recovery (EUR) using XTO’s proprietary production type curve.  I 12 

then divided each offset well’s EUR by their respective lateral length to determine a ratio 13 

of EUR per foot of lateral length.  I used the average EUR/ft from the group of offset 14 

wells and multiplied it by our planned lateral lengths for the Coffield A 1H and 3H in 15 

order to determine their respective EURs. 16 

Q10. Can you calculate the production from these wells ahead of time with mathematical 17 

certainty? 18 

A10. No, I can only estimate how much gas the well will produce. There is a lot of uncertainty 19 

with how an unconventional rock formation such as the Utica-Point Pleasant Shale will 20 

produce while still in the early phases of development.   21 

Q11. Is horizontal drilling technology, including hydraulic fracturing the formation, 22 

required to economically develop unconventional resources? 23 

A11. Yes. 24 

Q12. Is horizontal drilling common in the oil and gas industry? 25 

A12. Yes. 26 

Q13. Is it fair to say that horizontal wells are commonly used to develop shale formations 27 

like the Unitized Formation? 28 

A13. Yes. 29 

Q14. In your professional opinion, would it be economical to develop the Coffield Unit A 30 

using vertical drilling? 31 
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A14. No, due to the very low permeability of a shale formation such as the Utica-Point 1 

Pleasant, profitable oil and gas development from the Utica-Point Pleasant requires that 2 

the well make significantly more contact with the reservoir than it would with just 3 

drilling a vertical well.  Even though drilling a vertical well would be less expensive than 4 

drilling horizontal well, it is highly unlikely that we would be able to produce enough gas 5 

to overcome the high cost of drilling the vertical well. 6 

VALUE OF ESTIMATED ADDITIONAL RECOVERY EXCEEDS ITS ESTIMIATED 7 

ADDITIONAL COSTS 8 

Q15. Let's turn to the financial side of the project.  Generally, in your professional 9 

experience, how would the economics of a development project such as the 10 

development of the Coffield Unit A be evaluated? 11 

A15. For each well I would use an estimated gas production profile coupled with anticipated 12 

natural gas prices to estimate the well’s gross revenue streams, and then subtract all 13 

capital costs, operating expenses, royalty burdens, and severance taxes from that revenue 14 

stream. 15 

Q16. Did you do that here? 16 

A16. Yes. 17 

Q17. Can you explain your economic analysis, beginning with your estimate of the 18 

anticipated revenue stream from the Coffield Unit A’s development? 19 

A17. Yes, for each well I estimated a monthly gas production profile by adjusting my type 20 

curve to fit to each well’s respective EUR that I discussed earlier.  I then took a constant 21 

gas price of $2.63/MMBTU, which was derived from a twelve month trailing average 22 

NYMEX spot price (as of December 2015), applied a price reduction to account for the 23 

differential between market price conditions and NYMEX, and multiplied the adjusted 24 

constant gas price with the gas production profile to determine a gross revenue stream. I 25 

then deducted Ohio oil and gas production taxes, a midstream gas 26 

gathering/transportation fee, and a 19% royalty burden to determine a net revenue stream.  27 

All estimated capital and recurring operating expenses were then deducted in order to 28 

determine a total value for the wells. 29 

Q18. Can you define capital costs and describe the anticipated capital costs for this well?  30 
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A18. Capital costs consist of items such as surface location or pad construction, road 1 

construction, drilling, completions, and facilities.  Due to the discrepancy in lateral 2 

length, capital costs for the fully unitized and non-unitized Coffield A are estimated to 3 

total $19 million and $13.6 million, respectively. 4 

Q19: With respect to pad construction costs, are wells for other units being drilled from 5 

the same pad as the Coffield Unit A? 6 

A19. Yes, there will be one additional well drilled from the Coffield pad into the Coffield Unit 7 

B. 8 

Q20: How are the pad construction costs allocated between the Coffield A & B Units? 9 

A20. Construction costs for the Coffield pad are estimated to total approximately $1.8 million, 10 

which was split evenly between the first two wells to be drilled, one in each unit, or about 11 

$900,000 per well. 12 

Q21. Can you define operating expenses and describe the anticipated operating expenses 13 

for this well? 14 

A21. Operating expenses include recurring repairs or maintenance for items such as the well’s 15 

surface facilities, casing or production tubing, the pad location itself, and disposing of 16 

produced water.  For the economic analysis, I applied the operating expenses as a 17 

monthly recurrence throughout the life of the well.  While operating expenses can vary 18 

significantly from well to well, I estimated that the operating expenses for the Coffield A 19 

1H and 3H would average $4,000 per month in fixed costs plus $8 per barrel of produced 20 

water as a variable cost. 21 

Q22. Based on this information and your professional judgment, does the value of the 22 

estimated recovery from the operations proposed for the Coffield Unit A exceed its 23 

estimated costs? 24 

A22. Yes. 25 

Q23. Do you have an opinion as to whether the value of the estimated additional recovery 26 

from the proposed Coffield Unit A operations – compared to the estimated recovery 27 

if unit operations do not occur – exceeds the operation's estimated additional costs? 28 

A23. Yes, I believe it would. 29 

Q24. Would you explain? 30 
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A24. With unit operations, XTO will be able to extend the lateral lengths of the Coffield A 1H 1 

and 3H by a total of 14,608 feet.  According to my analysis, extending the laterals will 2 

cost an additional $5.5 million in drilling and completion capital expenses, and increase 3 

the total gas reserves for the Coffield Unit A by about 27.8 BCF.  The value of the 4 

additional 27.8 BCF of natural gas well exceeds the additional $5.5 million in drilling and 5 

completion expenses, as evidenced by my economic analysis.    6 

By increasing the lateral lengths, the total net present value of the Coffield Unit A (using 7 

a 10% discount rate) will increase from negative $9.7 million (absent unit operations), to 8 

positive $1.9 million (with unit operations), establishing that the value of the additional 9 

recovery from drilling the longer laterals exceeds the additional capital costs. 10 

Q25. And your opinions are based on your education and professional experience? 11 

A25. Yes. 12 

Q26. Does this conclude your testimony? 13 

A26. Yes.14 



 

Unit vs Non-Unit Comparison

Well Name
Unit Lateral 
Length (ft)

Estimated Non-
Unit Lateral (ft)

Unit Capital Cost 
(k$)

Non-Unit Capital 
Cost (k$)

Unit Gross EUR 
(BCF)

Non-Unit Gross 
EUR (BCF)

Unit Net PV 
10% (k$)*

Non-Unit Net 
PV 10% (k$)*

Unit Payout 
(yrs)*

Non-Unit 
Payout (yrs)*

Coffield A 1H 9,860 2,872 $10,164 $7,542 18.7 5.5 $918 -$4,653 6 N/A
Coffield A 3H 8,883 1,263 $8,891 $6,056 16.9 2.4 $1,014 -$5,015 6 N/A

Total 18,743 4,135 $19,056 $13,598 35.6 7.9 $1,932 -$9,668 - -
*Economic calculations assume 100% WI and 81% NRI for both unit scenarios in order to provide a like-for-like comparison

Unit vs Non-Unit Differences
Well Name Lateral (ft) Capital Cost (k$) EUR (BCF) Net PV 10% (k$) Payout (yrs)

Coffield A 1H 6,988 $2,623 13.3 $5,571 N/A
Coffield A 3H 7,620 $2,835 14.5 $6,029 N/A

Total 14,608 $5,458 27.8 $11,600 -
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I INTRODUCTION

2 Ql. Please introduce yourself to the Division.

: A1. My name is Matthew Midkiffand I am a Landman for XTO Energy Inc. ("XTO"), based

a in Fort Worth, Texas.

5 Q2. What is your educational background?

e M. I have a Bachelor of Business Administation from Texas Christian University.

7 Q3. Would you briefly describe your professional experience?

s A3. I was an Independent Landman with Pernian Land Company out of Edmond Oklahoma

s for approximately 5 l/2 years, where I worked primarily in the Barnett Shale gas play in

r0 norflr central Texas, and I have been an in-house landman for a about 4 r/z yeats wrth

11 XTO.

12 Q4. What do you do as a Landman for XTO?

13 A4. My primary responsibilities include lease acquisition, approving title for drilling, and

14 contract negotiation.

15 Q5. Are you a member of any professional associations?

16 A5. Yes. I am a member of the Fort Worth Association of Professional Landmen (FWAPL)

r7 and American Association Professional Landmen (AAPL), as well as the local chapter of

18 AAPL, the MLBC.

i,s Q6. What is the purpose of your testimony today?

20 A6. I am testi$ing in support of the Application of XTO Energy Inc. for Unit Operation filed

zt regarding the Coffield Unit A, comprised of 18 ftacts of land containing a total of

22 503.8185 acres in Belmont County, Ohio. More specifically, I will describe XTO's

23 effiorts to acquire leases on 5 parcels owned by the CNX Gas Company LLC, Hess Ohio

-1-



10

Developments, LLC, and private parties, totaling 166.9483 acres.

EFFORTS MADE BY XTO TO LEASE UNIT TRACTS.

Q7. The Application submitted by XTO indicates that it owns and controls the oil and

gas rights to at least 334.8379 acres of the proposed 503.8185 acre unit. Would you

describe how XTO acquired those rights?

A7. XTO acquired93.62l444 acres by obtaining leases from the land/mineral owners. XTO

acquired another 1,07.5233 acres in the unit by acquiring Phillips Exploration,LLC,

which is now a wholly owned subsidiary of XTO Energy. XTO, Philips, and a

predecessor of Ascent Resources Utica, LLC ("ARU") entered into a Participation

Agreement dated January 29, 2074, which allows ARU to acquire a partial working

interest in certain XTO and Phillips leases, which is why ARU is shown in the JOA

documents as a working interest owner. ARU's working interest in the unit works out to

133.693160 net mineral acres. These numbers combine to fonn the 334.8379 acres

controlled by XTO.

Q8. And that represents 66.460025"h of the unit acreage?

A8. Yes, that is correct.

Q9. Are there working interest owners in the unit other than XTO?

A9. Yes. There are 3 other working interest owners in the unit, as follows:

o ARU holds a 40o/o working interest in 6 leases covering 12 parcels within the

Coffield Unit A by way of the Participation Agreement I described earlier. ARU

has approved the filing of this Application and the attached Unit Plan. Exhibit

MM-3 to this testimony provides ARU's approval.

o Phillips Exploration, LLC owns a 60Yo working interest in 4 leases covering 5

11

1Z

13

t4

15

16

t7

l8

19

2l

LJ
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1 parcels within the Coffield Unit A. As I mentioned, Phillips is a wholly owned

2 subsidiary of XTO now, so it obviously approves XTO's application. Exhibit

: MM-4 to this testimony provides Phillips' approval.

4 . Rice Drilling D, LLC owns a working interest in one lease covering one of the

5 parcels within the Coffield Unit A.

o Details of our efforts related to uncommitted working interest owner is included on

t Exhibit MM-10 attached to this testimony.

s Q10. What percentage of the total acreage of the Cofrield Unit A is represented by the oil

s and gas rights held by ARU and what percentage is represented by Phillips?

10 A10. ARU represents 26.53 5977yo, and Phillips represents2I.341674%.

lt Q11. Given the Working Interest Owner Approvals executed by ARU and Phillips, is it

12 accurate to say that the owners of 66.4600250/o of the unit have approved the filing

13 of this Application?

t4 A11. Yes.

t5 Q12. How many unleased mineral owners are there in the Coffield Unit A?

L6 A1,2. Approximately 5, depending on how you count joint/common or potential ownership of

17 multiple tracts.

18 Q13. Who are the unleased mineral owners?

e A13. CNX Gas Company LLC, Consol Mining Company LLC, Hess Ohio Developments,

20 LLC, John Sliwinski and Mildred Sliwinski, Siltstone Resources, LLC, and Lana J.

zr Barack and Roger Barack.

zz Q14. Have you prepared an affidavit detailing XTO's efforts to obtain leases from the

23 unleased mineral owners?

a
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I A14. Yes. Affidavits were prepared for this Application and are attached as Exhibits MM-5

z through MM-9 to this testimonY.

: Q15. Do you have an Exhibit to your testimony that illusfrates the leased and unleased

q tracts within the Coflield Unit A?

s A15. Yes. The unleased tuacts are identified as Unit Tract Nos. 4, 8, 12 and 17-18 on the

o Coffield Unit A plat atfached as Exhibit MM-l1 to this testimony, which is a unit plat

t that shows all of the tacts in the unit with facts leased to, or otherwise controlled by,

s XTO in yellow, udeased tracts in red, and tracts held by other working interest owners in

9 green.

r0 Q16. Do you have an aerial plat of the Coffield Unit A?

1 Al6. Yes. An aerial plat of the Coffield Unit A is attached as Exhibit MM-I2 to this testimony.

t2 U|IIT PLAi\ PROVISIONS.

13 Q17. Would you describe generally the development plan for the Coffield Unit A?

14 Al7. At present, the Coffield Unit A is planned to have one (1) wellbore.

15 QlS. Does XTO have a specilic timeline for drilling the wells in the Coffreld Unit A?

16 A18. Pending approval, we anticipate drilling within one ysar after approval.

r7 Q19. Does XTO have any other development activity in the immediate area?

18 A19. Yes. As shown on Exhibit MM-12 to this testimony, XTO's Kurth Unit C is adjacent to

rs the Coflield Unit A on the east. A well in that Unit was drilled October 2015. In

20 addition, XTO is working on an application for a unit adjacent on the west, to be known

2r as the Coffield Unit C, which XTO anticipates filing for unit approval with the ODNR in

22 the near future.

23 Q20. Are you familiar with the Unit Plan proposed by XTO for the Coffield Unit A?

-4-



| 420. Yes.

z QZl. Turning first to the body of the Unit Plano marked as Attachment 1 to the

: Application. Would you describe briefly what it does?

q Ml. The Unit Plan establishes creation of the unit, how unit interests are determined, and sets

s the framework for development and production of the unitized substances, including the

a allocation of oil and gas production and unit expenses.

t Q22. Are all of the oil and gas rights in the proposed unit combined?

e ML No, the unit agreement only unitizes the oil and gas rights at a specific subsurface

s interval. In this case that interval is 50 feet above the top of the Utica Shale formation to

t0 50 feet below the top of the Trenton Formation, which allows for development of the

1r Utica/Point Pleasant.

12 Q23. How would production from the Coffield Unit A be allocated?

13 A23. Once combined, production is allocated on a surface acreage basis, based on individual

14 tract acreage divided by the total unit acreago.

15 Q24. Would you go through an example from Exhibit A-2 to the Unit Operating

16 Agreement to illustrate whatyou mean?

r7 A24. In this case, Tract 5 is owned by Marietta Coal Company and is 39.093 acres out of the

18 503.8185 acre unit. The percentage of 39.093 acres out of the 653.544 acres is known as

rs the tract participation factor, in this case7.759342Yo.

20 Q25. What does that mean in terms of production allocated to that particular tract?

2t M5. In this case, Marietta Coal Company's participation factor is 7.759342Yo, and she would

zz be allocated that percentage of production out of the total Coffield Unit A production,

23 paid out at the royalty rate on the lease.
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t Q26. In your experience, is that an unusualway to allocation production in a unit?

z M6. No, in my experience, surface acreage allocation is the most common means of allocating

: unit production used in orn industry.

q Q27. How are unit expenses allocated?

s M7. By the same means set out above, expenses are allocated proportionately to the acreage

6 contributed to the unit.

t Q28. Who pays the unit expenses?

s A28. Working interest owners pay unit expenses.

g Q29. Do the royalty owners pay any part of the unit expenses?

r0 A29. No, royalty owners pay only their proportionate share of tar<es.

ll Q30. Let's turn to the Unit Operating Agreement. It appears to be based upon A.A.P.L.

12 Form 610 Model Form Operating Agreement, is that correct?

13 A30. Yes, in this case a modified version of the AAPL Form 610 - 1989.

14 Q31. Would it be fair to say that you are familiar with the custom and usage of the Form

15 610 and other similar agreements in the industry?

16 A.31. Yes, this JOA is widely used by XTO and others in the industry.

17 Q32. Turning to the Unit Operating Agreement in particularo does it address how unit

18 expenses are determined and paid?

rs A32. Yes, Article III of the Operating Agreement sets out that both costs incurred and

20 production received is based on the working interest for each owner as set out on the

zr Exhibit A. Additionally, Exhibit C to the Operating Agreement is an accounting

22 procedure which specifies how unit exponses are determined and paid.

23 Q33. That's commonly referred to as the COPAS?

-6-



I A33. Yes, it's set out by the Council of Petroleum Accountants Society.

z Q34. Based upon your education and professional experience, do you view the terms of

: Exhibit C as reasonable?

q A34. Yes, this accounting procedure is drafted by dis-interested parties who designed it to be

s fair to all parties whether participating as Operator or Non-operator.

e Q35. Will there be in-kind contributions made by owners in the unit area for unit

7 operations, such as contributions of equipment?

a A35. No, we do not anticipate any in-kind contributions.

s Q36. Are there times when a working interest owner in the unit chooses not to - or cannot

r0 - pay their allocated share of the unit expenses?

1 A36. Yes, this situation can and has occured. The Operating Agreement was drafted to

rz contemplate such scenarios.

13 Q37. Generally, how is the working interest accounted for when an owner chooses not to

t4 participate in an operation?

rs A37. If a working interest owner(s) cannot or elects not to participate they are considered a

16 non-consentingparty. The consenting parties will then bear the fuIl cost and expense of

r7 the proposed operation. The non-consenting party is deemed to have relinquished their

t8 rights to any production from that operation until such time as the consenting parties have

le recouped their initial costs plus a penalty set out in the Operating Agteement.

zo Q3S. Can a working interest owner choose to go non-consent in the initial well in the

2r Coffield Unit A?

22 A38. Yes.

23 Q39. Does the Unit Operating Agreement treat the initial well and subsequent operations

-7-



l differently in terms of going non-consent, and if so' why?

z A39. Yes, there is more risk in drilling the initial well because there is less information

t avulable about the specific area being drilled. Drilling subsequent wells, the parties have

a the benefit of information acquired from drilling the initial well.

s Q40. But if the working interest owner still has a royalty interest in the unit, that royalty

e interest would remain in place and paid?

t A40. Yes, the royalty interest would be paid.

s Q41. Where are the risk factors for subsequent operations set out in the Unit Operating

s Agreement?

10 A4l. Article VI. B.

u Q42. Are the percentages included in the Unit Operating Agreement unusual?

12 A42. No, these are fairly standard in my experience.

13 Q43. I believe you've already described generally the documents in Exhibits A and C to

14 the Unit Operating Agreement. Let's turn to Exhibit B of the Unit Operating

15 Agreement. What is it?

16 A43. Exhibit B is XTO's standard oil and gas lease form that is attached to the Operating

17 Agreement.

18 Q44. Does this oil and gas Iease contain standard provisions that XTO uses in connection

re with its operations in Ohio?

20 M4. Yes. This lease form is XTO's standard lease for use in Ohio.

2r Q45. Moving on to Exhibit D of the Unit Operating Agreement, would you describe what

22 it is?

23 y'y';s. Exhibit D is the Insurance exhibit and sets out the minimum insurance coverage to be

-8-



maintained.

z Q46. Would you next describe to the Division Exhibit E of the Unit Operating

: Agreement?

q A46. Exhibit E is the Gas Balancing Agreement, which provides for the marketing of

5 production and each party's rights and obligations with respect production.

e Q47. In your professional opinion, given your education and experience, are the terms of

t the Unit Plan, including the terms of the exhibits just discussed, just and

8 reasonable?

s 447. Yes.

l0 Q48. Does this conclude your testimony?

1r A48. Yes.

-9-



STATE OF OHIO
DEPARTMENT OF NATURAL RESOTIRCES

DIVISION OF OIL AI\D GAS RESOURCES MANAGEMENT
AFFIDAVIT OF OWNERSHIP

In re the Matter of the Application of
XTO Energy Inc. for Unit Operation

Coffield Unit A

Application Date: November 18, 2015

AFFIDAVIT OF OWII ERSHIP

I, Matthew Midkitr, being first duly cautioned and swom, do hereby depose and state
as follows:

1. My name is Matthew Midkiff and I am a Landman with XTO Energy Inc.
("Applicant"). My day-to-day responsibilities include overseeing and directing lease
acquisition for the Applicant in the State of Ohio, and I have personal knowledge of the facts
stated herein.

2. Pursuant to OHto Rlvtsrp Cooe $ 1509.28, the Applicant has filed an
application with the Chief of the Division of Oil and Gas Resources Management requesting
an order authorizing Applicant to operate the Unit Formation and applicable land are4
identified as the Coffield Unit A, according to the Unit Plan attached thereto (the
"Application") (as those terms are used and defined therein). The Coffreld Unit A is located
in Richland Township, Belmont County, Ohio, and consists of one eighteen (18) separate
tracts of land covering approximately 503.8185 acres.

3. As of the Application Date set forth above, the Applicant and the Working
Interest Owners supporting the Application are the owners, as that term is defined in OgIo
Rrvlseo Coor $ 1509.01(K), of at least 650/o of the land overlying the Unitized Formation, as
outlined in Exhibit A attached hereto.

Further Affrant sayeth naught.

Sworn to and subscribed before me this 13fr dav of N

IRISTAN LYNN RENNIE
ilolry R.bSc

STATE OF TEXAS
ftcom fxt J.r 15.m!!



STATE OF OHIO
DEPARTMENT OF NATURAL RESOIIRCES

DIVISION OF OIL AI\D GAS RESOURCES MANAGEMENT

In re the Matter of the Application of
XTO Energy Inc. for Unit Operation

Coffield Unit A

Application Date: November 18, 2015

LEASE AFFIDAVIT

I, Matthew Midkifl being first duly cautioned and sworn, do hereby depose and state
as follows:

4. My name is Matthew Midkiff and I am a Landman with XTO Energy Inc.
("Applicant"). My day-to-day responsibilities include overseeing and directing lease
acquisition for the Applicant in the State of Ohio, and I have personal knowledge of the facts
stated herein.

5. Pursuant to OHto Rrvtseo Cooe $ 1509.28, the Applicant has filed an
application with the Chief of the Division of Oil and Gas Resources Management requesting
an order authorizing Applicant to operate the Unit Formation and applicable land are4
identified as the Coffield Unit A, according to the Unit Plan attached thereto (the
"Application") (as those terms are used and defined therein). The Coffield Unit A is located
in Richland Township, Belmont County, Ohio, and consists of eighteen (18) separate tracts of
land covering approximately 503.8185 acres.

6. To my knowledge the Applicant holds valid oil and gas leases (or equitable title
thereto) covering all of the Applicant's acreage, being twelve (12) of the eighteen (18) hacts,
as set forth in greater detail in Exhibit A-2 of the Unit Operating Agreement attached to the
Application.

Further Affrant sayeth naught.

Sworn to and subscribed before me this 13* day of November. 2015.

TRISTAN LYNN RENNIE

l.lotry tuDlc
STATE Of TEXAS

Mrcom ErP In ,|5 2fie



STATEOFOHIO
DEPARTMEI{T OF I{ATURAL RETX)URCES

DIVISION OF OIL ANI' GAS f,ESOURCES MANAGEMENT

la re thc Matter of tbe Application of
XTO Enqgr Inc. forlUnit Qcrafion

Coffidd LrnitA

Application DSc: Normrbq 18, 2015

WORKING INTEREST OWNER APFROVAL
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EXHIBIT 1

TO TilORKING INTEREST OWNER APPROVAL

Leaes
No

Unll
frad
No.

Losso? LEsse€ County Twp
Range-

Townshlp.
Secflon

Tax Parcal
No{s).

Acres

I 1
)R417.

776

Janet L
DeBonis and

John R.
DeBonls, Jr.,

wife and
husband

raloma Partners
llt, LLc

Richland OH $6-3{ 12-[11294 00t

ntoFras 88ld
lease covers
6.0508 acres

out of
215.0094

8cre9

2 I )R42(}
6rU]

Joseph R.
Coffield, a
single man

taloma Parfuiers
l[, LLC

Richtand OH 3-S,31 r2-01294.00(

nsoEraB galc

l6ase covefg
6.0508 ecre€

out of
215-0094

acreS

3 2,3 )R 426.
875

,llle E" Batrnan.
ako Nile

Bstrnan and
Kathsryn K
Batnan, al€

Katheryn
Batnan,

husband and
wife

Paloma Partnen
ln, LLc

Belmont Richland OH
3+31
3-6-25

3241644.00[
32-01642.00t

nsofar as sald
Ieage @vers
10.7821 acres
out of 178.99

aq€s

4
5,6,
7,1t

)R 323
43

Marigtta Coal
Company

(TO En€rgy hc. Richland OH
3S.25
T5-24

t2-01661.00(
rr- n4 tan nn/

nsotaras sarc

Iease co\€rs
)9.43'12 acres

out of
883"41606

acres
3&00510.00(

I 6,7'
10

)R 36&
690

Roger A"
Barack and

.ana J. Barack
husband and

s.riG

(TO Enargy lnc Richland OH
3-&25
3-5-30

til-01661"00!

nsolar aE sal(
Ieas€ covelg

1'15.6658
acrBs out oI
523,6136

acros

!a n^{2e nAi

6 9, 1t oR 65-
798

MichaalW.
Kurth, single

nevgr manied:
Wlllam Kurth
and Pahicia

Kurth, nfe
estate

Roserve Energy
Exploration
Company

Richland OH
3-s19
3-5-24

32-01479.00(

nsofar as gaid

lease cowrs
t2.3726 aqes
ont of 391.45

?crgs



STATEOFOIilO
DEPARTMENT OF NATIJRAL RESOURCES

DIVISION OFOIL AND GASRESOURCES MANAGEMENT

In re the Mmcr of the Applicmion of i
XTO Energy Inc. for Unit Operation :

CofficldUnitA

: Application Date: Novcmbcr 18,2015

WORKING INTEREST OWNER APPROYAL

X1'O Energy Inc. ("Applicant') has prepared and/or filed an application asking the Chief
of the Division of Oil and Gas Resources Management to issue ao order authorizing Applicant to
operate the Coffield Unit A" localed in Belmoot County, Ohio, and coruisting of eighteen (18)

separate tacts of land covering approximately 503.8185 acres, according to the Unit Plan
attached thereto (the "Application").

Phillips Exploratioq LLC is the owner of a 600lo working interest in and to fotr (4) leascs

covering fivc (5) of thc eighteen (18) tracts of land in tbe Coffield Unit A as morc spccifically
describcd in Exhibit I attacbed haeto. Said leasss cover a total of approximately 179.2055
acres, leaving Phitlips Explomtio'n, LLC with an approximarc 21.341674% working intcrcst in
the Coffield UnitA.

Phillips Exploration, LLC hcrcby qpptovcs, and supports the making o{, thc Application,
including without limitdion the Unit Plan attached theteto, and acknowledges receipt of fuIl and
true copies thcreof.

Edwin S. Ryan, Jr.- Vice President- Land

Dde: rt f ru/1s



E)(HIBITI
TO WORKING TNIERBST OWNER APPROVAL

No.

Unlt
ftad
Ho

lnsl
No.

L€sot L€d800 Oounty TrP Slab
RangF
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Sactlon

Tar Farcd
ilqeI Acras

I )R 4t7
776

Janet L OsBonb
and John R,

DeBonls, Jr., udfp
and husband

Palom€
Parh€rs lU,

LLC
B€lrnonl Richlsnd OH 3€-31

Ingofargs
sald bare

covers

gut ot
?15,0094

2 ,|
'R42064{t

loseph R Coffeld
a singb man

Palome
PartneB lll, Belmont Richland OH 3.&3J t241294.0U

lryoraas
said lsso

@vgrs
t 05oo acre

ou! of
215.0094

3 2,3 )R428
87t

Nile E Batrnan.
ake Nile B&nan
snd Kattleryn K

Eatnan, aka
loihsryn BEtrn€n,
h,'ch.nd rnd ffi

Paloma
Pa(ners Ul, Beh6nt Rlchland OH

3-€€1
J+ZC

i2-0'1644.(Dl
i2{1842 00(

lngofar as
said loass

@€t3
90 7821

acrgs out of
178,99 acres

4 9, 11
oR 65-

798

MichaelW- Kurth
6lngb never

mani€di wilnam
Kurth Bnd Ptroa
Kurin, lifB 6tata

Resewe
Enargy

Erploration
Compsny

Bslrnont Rbhland OH
3.€-19
u>u o{037t.0!l

lnsoFar ag
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COGB
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acres outd
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STATE OF OHIO
DEPARTMENT OF NATT]RAL RESOT]RCES

DIVISION OF OIL AND GAS RESOURCES MANAGEMENT

AFFII}AVTT OF MATTIIEW MIDKIFF
(CONTACTS - UNLEASED MnIERAL OWNERS)

I, Matthew Midkitr, being first duly cautioned and swonl do hereby depose and state as

follows:

l. My name is Matthew Midkitr and I am a Landman with XTO Energy Inc.
('Applicanf'). My day-to-day responsibilities include ovemeeing and directing lease acquisition
for Applicant in the State of Ohio.

2. As part of those responsibilities, I work with and supervise both XTO employees
and contactors representing Applicant who contact landowners and obtain oil and gas leases on
behalf of Applicant.

3. I have reports of contacts and attempts to contact that Applicant has made to lease
unleased lands within the Coffield Unit A. Further, I have personal knowledge of contacts that I
have made and attempted to make on behalf of Applicant to lease unleased lands within the
Coffield Unit A. Those efforts are detailed below.

4. Regarding the following tracL the following contacts were made or attempted:

Owner Name: Siltstone Resources, LLC
Points of Contact Michael Rosinski, Mani Walia
Address: 600 Jefferson Street Suite 2000
Telephonez Q81) 433-0137
Unleased Tracts: Tax ParcelNos. 32-01662.000

In re the Matter of the Application of
XTO Energy Inc. forUnit Operation

Coffield Unit A

Date XTo contact ^H* Method
Lontact€d

Application Date: November 18, 241.5

Notes

Phone introduction making initial
Phone contact and explaining structure of

offer.

. Michael Rosinski4t1t^^1- lraus |1(monoso&
It ltzut) 

Broker



1l}narc rravisJlr:fftrdso4

7t3rl2ors rravisffi;asou

Bl3lzors **uH#**

Travis Edmondson,
Broker

Michael Rosinski

Michael Rosinski

F.mail

Email

MichaelRosinski Phone

Michael Rosinski Email

Michael Rosinski Phone

Michael Rosinski

Michael Rosinski

Michael Rosinski

Michael Rosinski

Michael Rosinski

Sent lease offer via email to Michael
Rosinski. Offer was in accordance to
Partial Closing Lefrer Agreement
2Ao/oRoyalty,2 year lease with 2 year

option.
Email follow up to Rosinski for
sbatus. No return

Phone discussion with Mr. Rosinski.
Siltstone requested $5,000/nma and

more up-front money prior to
proceeding with any fi:rther
discussion on lease form. Would not
cormter enthe proposal withou
change to financial tems.

Email sent to Rosinski 4 year lease

offer with new bonus and $1,000
doum payment subject to terms of the
letter agreemeut

CalI with Mr. Rosinski discussing
new offer and why the up front
money remained at $lK due to
ownership concorns with ODMA.
Call ended with asking for global
counter to rest ofoffer/lease and that
!k. Rosinski would confer with his
colleagues.

Michael Rosinski left a message in
regmds to the 133+ acres in Belmont
Co. Ohio
Call to discuss Travis Edmondson
representing XTO and offer stood as

last conveyed by Travis.

Follow up email. No response

Follow up email. No response

Discussion- Mr. Rosinski stated stiil
waiting on colleagues to get global
counter prepared and he was unclear
with current offer seut to him via
email S/11

Called to find out status on 133+
acres. Mr. Rosinski stated that his
colleagues were out and he would get
backto me.

Left message

Changed offer to raise upfront
money to $5,000 and told him lease
form was in his court

8/ttDa15

8/1U201,5
Travis Edmondson,

Broker

Sn6DOls

813v2075

813112015

91812015

9n5t20ls

Mafthew Midkitr

Matthew Midkitr

Travis Edmondson,
Broker

Travis Edmondson,
Broker

Travis Edmondson"
Broker

9D4nA$

9t30/20r5

rc/5DAts

MatthewMidkitr

MatthewMidkiff

MatthewMidkiff

Michael Rosinski

Michael Rosinski

Michael Rosinski

Phone Message

Phone

Email

Email

Phone

Phone

Phone

Phone



1018/2015 Matthew Midkitr
Michael

Rosinski/Mani
Walia

Maai Walia

Email

l0ll2/2015 MatthewMidkiff Phone

10/1412015 MatthewMidkiff
Michael

Rosinski/N1ani
Walia

Email

l0ll520l5 MatthewMidkitr
Michael

Rosinski/lV1ani
Walia/ Robert Le?

In Person

l0n3/6 Matthew Midkitr Mani Walia/
Michael Rosinski

Email

Further Affiant sayeth naught.

Sworn to and subscribed before me this l3m dav of November. 2015.

rntsrel IVNw nEtttrn
f{otsry prllc

STATE OFTEXAS
Xt Co|rI|, Ep J., tS.

Re-sent lease form for review and
discussion

Call from their general council to
discuss lease form- did not give any
feedback but stated talk to colleagues
and get back to me. Set meeting in
Siltstone office Thursday l0/15
Requested documentation feedback
so that meeting would be more
productive. Mani response was not
able to provide redline but wanted to
discuss specifics of our lease in
meeting
Discussed their acreage position in
Eastern Belmont Co., Title issues
with ODMA, XTO Lease provisions,
Siltstone wanting more money up
front. Left with only real concern is
up-front money and Mani would be
contact at Siltstone
Requested counter- Mani responded
lll2 wilh unreasonable 75%o payable
up-Front and then I l/6 proposed
sliding scale for more p€r acre if less

percentage up front to be $SIVnma
ar;d30Yo up-front



STATE OF OHIO
DEPARTMENT OF NATTJRAL RESOURCES

DTYISION OX'OIL AND GAS RESOT]RCES MANAGEMENT

In re the Matter ofthe Application of
XTO Energy Inc. forUnit Operation

CoffieldUnitA

Application Date: November 1 8, 2015

ATflDAVTT OF MATTMW MIDKIFF
(CONTACTS - UNLEASED MTNERAL OWNERS)

I, Matthew Midkifl being first duly cautioned and sworn, do hereby depose and state as

follows:

5. My name is Matthew Midkitr and I ?m a Landman with XTO Energy Inc.
(?pplicant'). My day-to-day responsibilities include overseeing and directing lease acquisition
for Applicant in the State of Ohio.

6. As part of those responsibilities, I work with and supervise both XTO employees
and contractors representing Applicant who contact landowners and obtain oil and gas leases on
behalf of Applicant.

7. I have reports of contacts and attempts to contact that Applicant has made to lease

unleased lands within the Coffield Unit A. Furtlrer, I have personal knowledge of contacts that I
have made and attempted to make on behalf of Applicant to lease unleased lands within the
Coffield Unit A. Those efforts are detailed below.

8. Regarding the following trct, the following contacts were made or attempted:

OwnerName: John Sliwinski and Mildred Sliwinski
Point of Contacfi John Sliwinski
Address: 1304 Custer-Orangeville Road BrooldeldrOH444A3
Telephone: (330) 539-4087
Unleased Tracfi Tax Parcel No. 32-01662.000

Date XTO Contact ^^H^, Method
Lontacteo

John Sliwinski Phone call to introduce as agent for
Travis Edmondson, phone XTO and to discuss offer and confirm

tt tttJ Broker rnone contact information witl John

Sliwinski



7/str5 rravts$fgnasou

7f27lts.
inOnS'" Travis-Edmondson,

rtsttti itroKer

8lt2/15 Travisffidson'

John Sliwinski

John Sliwinski

John Stiwinski

Phone

Phone

John Sliwinski Phone

Offer sent via FedEx- $lK upfront in
accordance with letter agreement with
2Ao/oroyalty.2yr+ 2 yr option
Left voicemail or message with
receptionist for follow ups with no
return calls
Brief phone c,alJ. told by Mr.
Sliwinski he was in a meetine and
would call back

Discussion of offer, advised by Mr.
Sliwinski that it was at his couasel for
review and comnenhry and that he
would be in touch

No word from Attomey and Mr-
Sliwinski was zupposed to be by his
to s€e his atorney sometime that
weekend (Saturday 915 w.ts
suggested)

Message le& no reflmr call

Called md office was closed
Brief discussion with Mr. Sliwinski.
He advised that nothing had
progressed on his end and he and his
attomey "haven't done anything with
that yef. Stafed he would be in touch
next couple ofweeks

Left Message

Scheduled meeting for 1,0129 at 1 I am
at his office
Someone from his office oalled to
cancel scheduled meeting

Travis Edmondson,
Broker

Travis Edmondson,
Broker

Mail

8i20/r5

9/3ns

9/llll5 Travis Ednondson,
9/l5ll5 Broker
924115 MdhewMidkitr

glZg/LS TravisE&nondson,

tonstrs rravtsjf;;uso+

10126115 TravisEdmorndso&

lotzg^s Travisffindsou

John Sliwinski

John Sliwinski

John Sliwinski

John Sliwinski

Jobn Sliwinski

Joh Sliwinski

John
Sliwinski(office?)

Phone

Phone

Phone

Phone

Phone

Phone

Phone



lt/sll' TravisEdmorndsoo

'no^s 
Travis*Edmondso&

Further Afrant sayettr naught.

John Sliwinski

Jobn Sliwinski

ibt4Ritc
STATE OFTE)qS

Fro $n

Brief discussion" told tbat could meet
either Wednesday l1l11 or Thursday
llll2,6rt would not comnit tn aday
or tirne

Unansweredphone call

Swom to and subscribed before me this 13s day of November,2015.



STATE OF OHIO
DEPARTMENT OF NATT]RAL RESOURCES

DIVISION OF OIL AND GAS RESOT]RCES MANAGEMENT

In re the Matter ofthe Application of
XTO Energy Inc. forUnit Operation

Coffield Unit A

Application Date: November 18, 2015

AFT"IDAVTT OF MATTIIEW MIDKIFF
(C0NTACTS - UIILEASED MII\IERAL OWnTERS)

I, Matthew Midkitr, being first duly cautioned and sworn, do hereby depose and state as

follows:

1. My name is Matthew Midkitr and I am a Landman with XTO Energy Inc.
(Applicant'). My day{o{ay responsibilities include overseeing and directing lease acquisition
for Applicant inthe State of Ohio.

2. As part of those responsibilities, I work with and supervise both XTO employees

and contractors representing Applicant who contact landowners and obtain oil and gas leases on
behalf of Applicant.

3. I have reports of contacts and attempts to contact that Applicant has made to lease

unleased lands within the Coffield Unit A. Further, I bave personal knowledge of contacts that I
have made and attempted to make on behalf of Applicant to lease unleased lands within the

Coffield Unit A. Those efforts are detailed below.

4. Regarding the following hact, the following contacts were made or attempted:

Owner Name: Roger A. Barack and Lana J. Barackn husband and wife
Point of Contact: Roger Barack and Cody Barack
Address: 64501 llamey HiIl Road St. Clairsvilte, OH 43950
Telephone: (740) 591-1893
Unleased Tract: Tax Parcel No. 30-00401.000, 32-01299.000, 32-01663.000 and 32-
01664.000

Date XTo contact cffi"o Method Notes

ilF-*"-"n Called Roger to discuss ODMA and
sn8,,'rs MatthewMidkiff Phone 

il:';ff"fit""Jffi ir,ilal*l



7t8/2015 rraviffi;osou 
RogerBarack

6ll5n0$ Matthew Midkitr Roger Barack Phone

7/6DA$ Travis Edmondson,
Broker

Roger Barack Phone

potentially use part for surftce
location.
Discussed issues with leases and
payment from other opsrdon.
Baracls were upset that not sure what
had been leased and paid for. Roger
asked me to email his son Cody to
discuss a Paloma lease and what XTO
wantedto lease

Introduction as 4gent for XTO and

discuss nature and sfucture of offer
and the potential ownership

Email to advise a few more days

before the offff to sort out additional
tracts subjoct to same tifle issues in
order to include them in the offer

Emailed offer: 2yr+2yr option for
S1,000 up-front in accordance with
Patial Closing Lefier Agreement-

Follow up. StiU have issues with what
has been paid for on lease ofrecord
withPaloma

Scheduled a meeting with Roger
WednesdayAugust 5

Met with Roger in his office to
discuss ownership of minerals, lease

terms and surface location

Email- breakdown of title on Barack
properties and payment on pnevious

leases

No enswer- Mailbox futl

Discussed leasing and access to
surface location options. Did not like
original drawings. Barack erpressed
desire to move aocess and suggested if
we did we could get a deal done.

Scheduled meeting in St. Clainville
for September 16

Brealdast in St. Clainville. To discuss

7/3012015

8t5/2415

slr3z0rs

8t19n015
8120D01,5

Matthew Midkitr

MattlpwMidkitr
RodneyBlack

MatthewMidkiff

MatthewMidkiff

RogerBarack

RogerBrack

Roger Barack

Roger Barack

Roger Barack

F.mail

Email

Phone

Phone

In Person

Email

Phone

7/13/2015 Travis*Edmondson,
SroK€r

TmnA$ MatthewMidkiff Cody Barack

9t8t20rs MathewMidkitr Cody Barack Phone

91rcr2|t5 MatthewMidkiff Roger and Cody In Person



9116/2015 Matthew Midkitr

1lll2l20l5 MatthewMidkitr

Further Affiant sayeth naught.

Barack

Roger and Cody
Barack

Roger Barack

Email

Phone

access to surface location which XTO
agreed to move, but since we could
not guarantee royalties on ODMA
tacts Baracls were not interested in
leasing or using their surface any
more.

Emailed contact information at CNX
as they wanted to discuss settling
ownership claims
Mailbox full- Roger called back and
wants to talk to CNX then call XTO
back

Sworn to and subscribed before me this 13s day of November,z}l5.

TRISTAN I-YMI RENNIE
tlohry public

STATE OF TEXAS
Xrcmr| Ery Jm



STATE OF OHIO
DEPARTMENT OF NATT]RAL RESOURCES

DIVISION OF OIL Ai\D GAS RESO{JRCES MANAGEMENT

In re the Matter of the Application of
XTO Energy Inc. forUnit Operation

Coffield Unit A

Application Date: NovEnrber 18, 2015

AX'rIDAYIT OF MATTMW MIDKIFF
(CONTACTS - U|ILEA.SED MII{ERAL OWI\IERS)

I, Matthew Midkiq being fint duly cautioned and sworn, do hereby depose and state as

follows:

1. My nams is Matthew Midkitr and I am a Landman with XTO Energy Inc.

( Applicant'). My dayto-day responsibilities include overseeing and directing lease acquisition

forApplicant inthe State of Ohio.

2. As part of those responsibilities, I work with and supervise both XTO employees

and contactors representing Applicant who contact landowners and obtain oil and gas leases on

behalf of Applicant"

3. I have reports of contacts and attempts to contact that Applicant has made to lease

unleased lands within the Coffield Unit A. Further, I have personal knowledge of contacts that I
have made and attempted to make on behalf of Applicant to lease unleased lands within the

Coffield Unit A. Those efforts are detailed below.

4. Regarding the following tact, the following contacts were made or attempted:

Owner Name: Ci\fX GAS COMPAIIY LLC
Point of Contact: Derek X'ifzwater
Address: One Energr Drive

Jane Lew, WV 26378
Telephone: (304)884-2036
Unleased Tract Tax Parcel No. 30-00401.000, 32-01664.000' 32-A1299.000 and 32.
01663.000

Date XTO Contact CoffiuO Methp4 Notes

Bt3^5 Matrhew Midkitr O* In peSon Met with Derek in CNX office in
meeting Jane Lew WV to discuss properties in



9/23115 Matthew Midkitr Derek Fitzwater

l0/l2ll5 MatthewMidkiff Derek Fitzwater Phone

l0ll9/15 MatthewMidkitr

1116/2015 MatthewMidkitr

Derek Fitzwater Email

Derek Fitzwater Email

XTO Coffield Units- provided title in
previous emails

Sent proposed Partial Closing letter
Email ald lease packet for properties in

Kurth and Coffield Units

Discussed CNX Joint Venire with
Hess and deeds from CMC to CNX

Discussed ODMA and royalty clause
in lease

Sent formal well proposal consisting
of proposal letter, Authority for
Expenditure and Preliminary Well
Plat of the Coffield Unit A lH. Email

1116/15 Matthew Midkitr Derek Fitzwater

Further Affiant sayeth naught.

Sworn to and subscribed before me this 13ft dav of November. 2015.

TRISTAN LYNN RENNIE
tlotatY Publlc

STATE OF TOOS
M! Cortn E|P J$| 15'

Sent fonnal well proposal consisting

Certified Mail 3f proposal letter, Authority for
Expenditure and Preliminary Well
Plat of the Coffield Unit A 1H.



STATE OT'OHIO
DEPARTMENT OF NATURAL RESOURCES

DTVISION OF OIL AND GAS RESOURCES MANAGEMENT

In re the Matter of the Application of
XTO Energy Inc. forUnit Operation

CoffieldUnitA

Application Date: November 18, 2015

Af,'FIDAVIT OF MATTMW MIDKIFF
(CONTACTS - IINLEASED MII\IERAL OWNERS)

I, Matthew Midkiff, being fust duly cautioned and sworq do hereby depose and state as

follows:

1. My na:ne is Matthew Midkiffand I am a Landman with XTO Energy Inc.
("Applicant").My day-to-day responsibilities include the negotiations ofjoint operating

acquisition agreements for Applicant in the State of Ohio.

2. As part of those responsibilities, I work with and supervise both XTO employees

and contactors representing Applicant who contact landowners and obtain oil and gas

leases on behalf of Applicant.

3. I have reports of contacts and attempts to contact that Applicant has made to lease

unleased lands within the Coffield Unit A. Further, I have personal knowledge of
contacts that I have made and attempted to make on behalf of Applicant to lease unleased

lands within the Coffield Unit A. Those efforts are detailed below.

4. Regarding the following tacts, contact was made, including but not limited to, the
following:

OwnerName: Hss Ohio Developments, LLC
Point of Contact: Julia Johnson
Address: 150l McKinney

Ilouston, Texas 770L0
Unleased Tract Tax Parcel Nos. 30-00401.000, 3241664.000,32-41299.000 and
32-01663.000
Emaik iuiohnson@hess.com
Telephone; (713)496-6330



Date

9t22t2015

9t30/201s

lUs/2015

tt/6t20rs

rr/9/2015

XTO Contact

Matthew Midkitr

Matthew Midkitr

MatthewMidkitr

Matthew Midkitr

Matthew Midkitr

Partv Contacted

Julia Johnson

Julia Johnson

Julia Johnson

Julia Johnson

Julia Johnson

Method

Phone

Email

Email

EmaiVCertified
Mail

Email

Notes

Called Ms. Johnson to discuss
properties in XTO Kurth and Coffield
Units- provided back ground on title
and XTO's proposals

Sent proposed Partial Closing letter
and lease packet for properties in
Kurth and CofEeld Units
Sent follow up email to PCL asking if
any inclination on Hess's approach
Sent formal well proposal consisting
ofproposal letter, Authority for
Expenditure and Preliminary Well Plat
ofthe coffieldunitA lH.
Sent shapefiles for unit boundary after
requested by Hess

Further AJfiant sayeth naught.

Swom to atrd subscribed before me this 2015.



Supplemental Exhibit 6
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