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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 
 : Supplemental Date:  February 25, 2016 
Zink Meyer Unit B   
 
 

APPLICATION 
 

 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 Monroe County, Ohio, (the “Zink Meyer Unit B”) 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    David Pearson 
HARRIS, FINLEY & BOGLE, P.C.  Senior 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) 885-3502 
      E-mail: Charles_Pearson@xtoenergy.com 
Ronnie Blackwell  
Senior Counsel  
XTO Energy Inc. 
714 Main Street  
Fort Worth, TX 76102  
Tel. (817)885-3494 
E-mail:  Ronnie_Blackwell@xtoenergy.com 
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II. 
PROJECT DESCRIPTION 

 

 The Zink Meyer Unit B is located in Monroe County, Ohio, and consists of 28 separate 

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

showing the plat and tract participations, respectively.  The total land area in the Zink Meyer 

Unit B is approximately 673.439 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 446.766 acres of the proposed unit, which represents 66.340973% 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 three 

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 well pad located 

southeast corner of the Zink Meyer Unit B, 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 Zink Meyer Unit B: (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 

                                                 
1 See Attachment 3.   
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recovery from unit operations exceeds its estimated additional costs2; and (iii) testimony from a 

landman, David Pearson, 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 further proposes the following additional provisions in the event that the 
Chief issues an order authorizing unitization of the Zink Meyer Unit B: 
 
XTO shall present unleased mineral owners with the following exclusive options: 

 
(a) elect to enter into an oil and gas lease identical to the Paid- Up Oil and 

Gas Lease attached as Exhibit B of the Unit Operating Agreement, for a 
lease bonus payment of three thousand two hundred dollars ($3,200) per 

                                                 
2 See Attachment 4S.   
3 See Attachment 5S.   
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net mineral acre, and a royalty rate on production of twenty percent 
(20%); or  

(b) elect to be 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. 

Upon the issuance of an order authorizing unit operations, XTO shall present 
these options by certified mail.  Should a unitized party fail to make an 
affirmative election within thirty (30) days after receiving XTO’s notice of the 
options, the unitized party shall be deemed to have selected option (b). 
 

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-l and identified in Exhibit A-2 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 Zink Meyer Unit B.  The Unit Plan contemplates the potential drilling of three horizontal 

                                                 
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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wells with a lateral lengths of approximately 8,262 feet, 9,008 feet, and 8,287 feet.6  XTO 

estimates that the ultimate recovery from these wells could be as much as 51.1 billion cubic feet 

("BCF") of natural gas from the Unitized Formation.7  Without the requested unitization, the 

lateral length would have to be shortened to approximately 435 total combined feet, thus 

reducing the expected production by 98% to 0.9 BCF.  This would leave 50.2 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 $4.3 million.9  Without unitization, the well would be non-economic with 

a net present value of negative $5.5 million.  Accordingly, the value of the additional 50.2 BCF 

of natural gas exceeds the additional $10.2 million in drilling and completion expenses.  See 

Attachment 4S – Exhibit SC-1, showing the estimated value of the wells’ production and the 

estimated drilling and operating costs (incorporated here 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-l and 

A-2 to the Unit Operating Agreement.  The nature of the contemplated unit operations can be 

found generally in the Unit Plan at Article 3, with greater specificity throughout, including the 

Unit Operating Agreement.  Unit production and unit expenses are allocated on a surface acreage 

basis as set forth in the Unit Plan at Articles 3 through 5 (generally), except where otherwise 

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 4S. 
7 See Attachment 4S. 
8 See Attachment 4S. 
9 See Attachment 4S.  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. 





PLAN FOR UNIT OPERATIONS
ZINK MEYER TJiTIT B

SWITZERLAI\D TOWNSHIP
MONROE COUNTY, OHIO

The following shall constitute the Plan for Unit Operations applicable to the Zink Meyer
Unit B in Switzerland Township, Monroe County, Ohio, and having as its purpose the unitized
managoment, operation, and development of the Unitized Formation as herein defined, to
advance the public welfare and promote conservation, to inuease the ultimate recovery of oil,
natural gas, and other substances therefrom, and to avoid waste and protect the correlative rights
of the owners of interests therein.

ARTICLE 2 : DEFIII-ITIONS

As used in this Plan for Unit Operations:

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

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

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

Person is any individual, colporation, parhrership, association, receiver, trustee, cwator,
executor, administrator, guardian, fiduciary, or other representative of any kind, any deparbnent,
agency, or instrumentality of the state, or any governmental subdivision thereof, or any other
entity capable of holding an interest in the Unitized Substances or Unitized Fonnation.

PIan means this Plan for Unit Operations for the Zink Meyer Unit B, Switzerland
Township, Monroe County, Ohio, including, unless otherwise expressly mentioned, any and all
attachments and exhibits hereto.

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

Royalty Owner is a Person who owns a Royalty Interest.

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

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

Uncommitted Working Interest Owner is a Working Interest Ownero other than an
Unleased Mineral Owner, who has not agreed to, ratified or otherwise approved this Plan.

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

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

ATTACHMENT 1



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

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

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

Unit Operating Agreement me4ns the modified A.A.P.L. Forrn 610-1989 Model Form
Operating Agreement that is attached hereto (identified as "Atfiachment 2u) and incorporated
herein by reference as if fully re-written herein and to which all Working Interest Owners are
deemed to be parties; provided, however, that in the event Working Interest Owners have agreed
to a separate joint operating agrcement relating to the supervision and conduct of unit operations
contemplated herein, such operating agreement shall control. The Unit Operating Agreement
contains provisions for credits and charges among Working Interest Owners for their respective
investments in, and expenses for, Unit Operations, including a provision, if necessary, for
carrying any Person unable or electing not to participate in Unit Operations. In addition, the Unit
Operating Agreement also contains provisions relating to the supervision and conduct of Unit
Operations and the manner in which Working Interest Owners may vote. In the event of a
conflict between the terms of the Unit Operating Agreement and the other terms of this Plan,
excluding the Unit Operating Agreement, such other terms of this Plan shall govem.

Unit Operations ne aJI operations conducted pwsuant 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, sulfur, condensate, distillate,
and all associated and constituent liquid or liquefiable hydrocarbons within or produced from the
Unitized Fonnation.

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

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

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

ARTICLE 2: CREATION AND EX'F'ECT OF UMT

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



Personal Properfy Excepted. A11 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 Lrterest Owners with the prior consent of Unit Operator. The rights and
interests therein, as among Working hrterest Owners, are set forth in the Unit Operating
Agteement.

Continuation of Leases and Term Interests. Unit Operations conducted upon any part
of the Unit Area or production of Unitized Substances from any part of the Unitized Formation,
except for the purpose of determining payments to Royalty Owners, shall be considered as

operations upon or production from each portion of each Tract, and such production or
operations shall continue in effect each lease or term, mineral or Royalty Interest, as to all Tracts
and formations covered or affected by this Plan just as if such Unit Operations had been
conducted and a well had been drilled on and was producing from each portion of each Tract.
Each lease shall remain in full foroe and eflect from the date of execution hereof until the
Effective Date, and thereafter in accordance with its terms and this Plan.

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

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

ARTICLE 3: UNIT OPERATIONS

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

Unit Expenses. A11 Unit Expenses shall be just and reasonable, and shall be charged as
set out in the Unit Operating Agreement. Except as otherwise provided in the Unit Operating
Agreement, Unit Expenses shall be allocated to each Tract based upon its Tract Participation,
and shall be paid by the Tract's Working Interest Owners.

ARTICLE 4: TRACT PARTICIPATIONS

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

ARTICLE 5: ALLOCATION OF IjNITIZED SUBSTANCES

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

Distribution Within Tracts. The Unitized Substances allocated to each Tract or portion
thereof shall be distributed among, or accounted for to, the Persons entitled to share in the
production from such Tract or portion thereof in the same manner, in the same proportions, and
upon the same conditions as they would have participated and shared in the production from
such Tract, or in the proceeds thereof had this Plan not been entered into, and with the same
legal effect. If any Oil and Gas Rights in a Tract hereafter become divided and owned in
severalty as to diflerent parts of the Trac! the owners of the divided interests, in the absence of
an agreement providing for a different division, shall share in the Unitized Substances allocated



to the Tract, or in the proceeds thereof; in proportion to the surface acreage of their respective
parts of the Tract. Any royalty or other payment which depends upon per well production or
pipeline runs from a well or wells on a Tract shall, after the Eflective Date, be deterrnined 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 Eflective Date, the Tract shall, for
the purpose of this determination, be deemed to have one (1) such well thereon.

ARTICLE 6: USE OR LOSS OF UNITIZED SUBSTAi\CES

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

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

ARTICLE 7: TITLES

'Warranty 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 the Unitized Substances allocated thereto, shall be deemed to
have warranted its title to such interest, and, upon receipt of the Unitized Substances or the
proceeds from a sale thereof to the credit of such interest, shall indemnify and hold harmless all
other Persons in interest from any loss due to failure, in whole or in part, of its title to any such
interest; provided, however, that nothing in this provision shall apply to Unleased Mineral
Owners.

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

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

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

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

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



Surface Damages. Subject to the terrns and conditions of the various leases, Working
Interest Owners shall reimbtnse the owner for the market value prevailing in the area of growing
crops, livestock, timber, fences, improvements, ffid structures on the Unit Area that are

destoyed or damaged as a result of Unit Operations.

Unleased Property. Notwithstanding anything in this Article 8 to the conhary, and
except where otherwise authorized by the Division, there shall be no Unit Operations conducted
on the surface of any properfy located within the Zink Meyer 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 Zink Meyer Unit B, owned by a non-consenting Unleased Mineral Owner.

ARTICLE 9: CHANGE OF TITLE

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

\Maiver of Rights of Partition. No Person affected hereby shall resort to any action to,
and shall not, partition Oil and Gas Rights, the Unit Are4 the Unitized Formation, the Unitized
Substances or the Unit Equipment.

ARTICLE 10: RELATIONSHIPS OF PERSONS

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

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

ARTICLE 11: EFF,,ECTIVE DATE

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

ARTICLE 12: TERM

Term. This Plan, unless sooner terminated in the manner hereinafter provided, shall
remain in effect for five (5) years from the Effective Date and as long thereafter as Unitized
Substances are produced, or are capable of being produced, in payrng 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 soonor terminated by Working Irrterest Owners owning a
combined Unit Participation of fifly-one percent (5lW or more urhenever such Working Interest
Owners determine that Unit Operations are no longer warranted. The date of any termination
hereunder shall be known as the "Termination Date."

Effect of Termination. Upon terrnination of this Plaru the further development and
operation of the Unitized Formation as a unit shall cease. Each oil and gas lease and other
agreement covering lands within the Unit Area shall remain in force for one hundred eighty
(180) days after the date on which this Plan terminates, and for such further period as is provided



by the lease or other agreement. The relationships anong owners of Oil and Gas Rights shall
thereafter be govemed by the terrns and provisions of the leases and other instruments, not
including this Plan, aflecting the separate Tracts.

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

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

ARTICLE 13: APPROVAL

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

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

Joinder in Dual Capacity. Execution as herein provided by any Person, as either
Working Interest Owner or a Royalty Ow"ner, shall commit all interests owned or contolled by
such Person as of the date of such execution and any additional interest thereafter acquired.

ARTICLE 14: MISCELLANEOUS

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

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

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

6
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OPERATINGACREEMENT

TTIIS AGREEMENT, entered into by and between XTO Ener&v Ino

hereina$er desigrated and referred to as "Operator," and the sipatory party or parties other than Operalor, sometimes

hereinafter refened to individually as 'Non-Operator," and collectively as nNon0peraton.n

WITNESSETII:

WHEREAS, the parties to this agreement are owners of Oil and Gas kasss and/or Oil and Gas Interests in the land

identified in Exhibit nA, and the parties hereto have reached an agreement !o explore and develop these Leases and/or Oil

and Gas Interests for the production ofOil and Gas to the extent and as hereinafter providd
NOW, THEREFORE, itis 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 incuned in conduoting an operation hereunder.

B. The term nCompletion" or "Completeo shall mean a single operation intended to complete a well as a producer of Oil
and Gas in one or more Zones, including but trot limited to, the setting of production casing perforating well stimulafion

and produotion testing conducted in such operation-

C. The term "Contact Area" shall meao all of the lands, Oil and Gas Leases and/or Oil and Gas Interests intended to be

developed and operated for Oil and Gas purposes under this agreement. Suoh lands, Oil and Gas Leases and Oil and Gas

Intgrests are described in Exhibit nA"

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

Zone in which the well was previously drilled, or below the Deepest Zone proposed in tho associated AFE, whichever is the

h"sfiil#iHtffi'ffir*f,tltrnJlqffiHfffrffirl$.#fih]hi$iifr]Pr,"*fihftT*e%#mf8f?fe.$yJh.fi,blfisEsr..BuigFtf$.!:
tr. The term (Displacement'shall nean the length of a Latcral.

F. The tenns "Drilling Party" and "Consenting Parly" shall mean a prrty who agrees to join in and pay its share of the

cost ofany operalion conducted under the provisions ofthis agteement.

G. The term "Drilling Unit' shall mean the area fxed 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 suoh rule or order, a Drilling Unit shall be the drilling unit as

established by the pasem ofdrilling in the Conhact Area 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"!$fr u.l,'t Jfs il''8Trr"1i't&"f"i.4"#*tffi[Hgb'*fii$tr;Pt'#|,$""ffi'l 
sh?&(h']t"il$si.3,1s[i lsffigiP.tf,{iJ}f13

nigunntilbHf llffi;tlgf,if3f$'ilfH]x"ffi9]"[f*t$ed*'ltff3"r,f1fti!1fi'pfJglpt1vf,fJtffi$tegfrt?.'f.rfrl$3eof aspudder

*.h"nsfjs$$H,d1ffi&ffiffi!trik&s.ffiIffi$lfffi?,r,HFd$ffib#"fffiftl3ffit{]L'ffit1$ilr.ffii?r,h*5

"nn,o'i."[nH]fol',foiFaiti#iih$lffi,?ftt*fJffy*1f,3[f#$|lh"#,Si'rgtxilf,ff"rJl,"#ds8&rmate 
verticar orientadon to

mean a well in which less than all parties have conducted an operation as

'Non-Consenting Party" shall mean a party who elects not to partioipate in a

L. The term 'Non{onsent Well" shall

provided in Article YI.B.2.

M. The terms '\ion-Drilling Party" and

proposed operafion.

N. The term "Oil and Gas" shall mean oil, gas, casinghead gas, gas oondensale, and/or all other liquid or gaseous

hydrocarbons and other marketable substances produced therewitb, unless an intent to limit the inclusiveness of this term is

speciftcally stated.

O. The term uOil and Gas Interests! or "Interests" shall mean unleased fee and mineral interests in Oil and Gas in hacts
of land lying within the Conhact Area which are owned by parties to this agreement.

P. The terms "Oil and Gas Leasq" "Lease" and uleasehold' shall mean t]re oil and gas leases or interests therein
covering tacts of land lying within the Conhact Area which are owned by the parties to this ageement.

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

i.!fldl:e3-bfi"Ei1tl"#.T?gt'i"Yffl,$ffi$JTr',"otrf$BfgiltilEfti'.$lH&t'gin"'"'fi!$f.1'#6*t'ffifgt!!si?&sf."fgr$fJ[18not in an exBting Lateral.

R. The term "Recompletion" or nRecompletei 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.

S. The term uRework' shall mean an operation conduoted in the wellbore of a well after it is Completed to $ecwe,
restore, or improve produotion b a Znne which is currently open to production in the wellbore. Such operations includq but
are not limited to, well stimulation operations but exclude any routine repair or maintenance work or drilling; Sidetacking
Deepening Completing Recompleting or Plugging Back of awell.

T. The term uSidehaok' shall mean the directional contol and intentional deviation of a well fiom vertical so as to
change the bofiom hole location unless done to staighten the hole or drill around junk in the hole to overoome other

$".Tffitr""HLq"fllfuy#ffiffi[.Ftrs'ffiir]:61iffiffiifr4:fi#JiH.#.ffitr]"$lifl#fiFiffi$lffiSllbi".t%"r
no,.i^"t rhfr|itfiffiffe$r$%*#,'"of}"fffffi$tJi$m*f$f#Jf;.$ggt$t;fr#fl1*f""t ortn. verticar component ora

V. The term (Terminus" shall mean the furthest point drilled in the Lateral

mum#*ffi [uffiff {:ffi e$'tr{$,r,'f'ffi$$*rlf#rffi$ff
e distance from
and Lateral(s).
epth'whereiir

X. The term "Verticat Well" shall mean a well drilled Completed or Recompleted other than a Horizontal Well.
Y. The tenn trZoneu shall mean a stratum of earth containing or thought to contain a cornmon accumulation of Oil and

Gas separately producible from any otier common aocumulation of Oil and Gas.

€r"[Ff nP;-b,t# ffilKi${B&t*c]['*Llfg,w$,'*sJri",$}r,ffin#n'"1"w'",9 $fiyi{.frg #".srsffio" incrudes
nafural and artificial persons, the plural includes the singular, and any gender includes the masculine, feminine, and neuter. TSCRMNER,S
INSTRUCTION: Be careful to chect the applicable leases and state statute and/or regulation for possible conflicting definitions.l

.t-
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ARTICLEIL
E)CIIBITS

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

A Exhibit "A," shall mean all sub-exhibits as appropriate, including Exhibit "A-1' and shall include the following information:

(1) Description oflands subject to this agreement

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

(3) Partigs to agreement with adclresses and telephone numbers for notice purposes and far numbers,

(4) Percentages or fractional interests ofparties to this agreement,

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

(6) Burdens on productron.

B. Exhibit "B," Form oflease.

C. Exhibit "C,n Accounting Procedure.

D. Exhibit'rD,i lnsurano€.

E. Exhibit oE,u Gas BalancingAgreement.

F. Exhibit "F," Non-Discrimination and Certification ofNon-Segregated Facilities.
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If any provision of any exhibit except Exhibits uE,u uFu and 'G u is inconsistent witlt any provision contained in

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

ARTICLEM.
INTERESTS OFPARTMS

A. Oil and Gas Interests!

If any party owrxi an Oil and Gas Interest in the Contact Area, thd Inter€st shall be teated for all purposes of this

agreement and during the term hereof as if it were oovered by the form of Oil and Gas Lease attaohed hereto as Exhibit uB,u

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

B. Interesb ofParties in Costs and Production:

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

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

interests are set forth in Exhibit "A" In the same manner,.qlle partiq..shall aho.pwn all production of Oil and Gas tom the

contract Area subjec! however, to the payment or'oyurtio"P&1dt$13frllBX3li$?A$133$3f3'lut"J.T"'Tt8tr%'.utr'.

Regardless of which party has oontibuied 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 agreemen! each party shall pay or deliver, or

cause to be paid or delivered, all burdens on its share of the production from the Confact Area up to, br$ not in excess o4

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

Except as otherwise expressly provided in this agreement if any party has conhibuted hereto any Lease or Interest which is
burdened with any royalty, overriding royalty, production payment or other burden on produotion in excess of the amounts

stipulated above, suoh party so burdened shall assume and alone bear all such excess obligations and shall indemniff, defend

and hold the other parties hereto harmless from any and all claims athibutable to such excess burden. ++erver,eq-*e-lenfas

liaSUiry+e*r: See Article XVI.P for additional provisions.

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

lessor or royalty owner, and if such other party's lessor or royalty owner should denrand and receive settlement on a higher
price basis, the party contribwing the affeoted Lease shall bear the additional royalty burden atfibutable to such higher price.

Nothing contained in this Article III.B. shall be deemed an assignment or ooss-assignment of interests oovered hereby,

and in the event two or more parties contribute to this agreement jointly owned Leases, the parties' undivided interests in
said kaseholds shall be deemed separate leasehold interests for the purposes ofthis agreement.

C. SubsequentlyCreatedlnterests:

tn
pffienFrot-?refiis interesE ass:gnrne$t ef produ€tiee er ether burden payablo eut ef predue6en #bu$le te iS wal*€

dng htsrost of *$ Burdoned prry: ff *to

See Article XVI.E for

A. Title Examination:

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

if a mqiority in interest of the Drilling Parties so request or Operator so elects, title examination shall be made on the entire
Drilling Unit, or maximum anticipated Drilling Unit of the well. The opinion will include the ownenhip of tho working
interesq minerals, royalty, oveniding royalty and production payments under the applioable Leases. Eaoh party conhibuting
Leases and/or Oil and Gas Intcrests to be included in the Drillsite or Drilling Unit, if appropriate, shall fumish to Operator
all abstracts (including federal lease status reports), title opinions, title papen and curative material in its possession free of
charge. All such information not in the possession of or made available to Operator by the parties, but necessary for the
examination of the titlg shall be obtained by Operator. Operator shall cause title to be examined by atomeys on its staff or
by outside aftomeys. Copies of all title opinions shall be fumished to each Drilling Party. Costs incurred by Operator in
procuring absfracts, fees paid outside attomeys for tifle examination (inoluding preliminary, supplemental, shut-in royalty
opinions and division order title opinions) and other direct charges as provided in Exhibit nCx shall be borne by the Drilling
Parties in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling parties as such
interesb appear in Exhibit nA.u Operator shall make no charge for services rendered by ia staf attomeys or other personnel

in the performanoo ofthe above functions.

Each party shall be responsible for socuring curative matter and pooling amendments or agreements required in
connootion with Leases or Oil and Gas Interests oontibuted by such party. Operator shall be responsible for the preparation
and rooording of pooling designations or declarations and communitization agreements as well as the conduct of hearings
before govemmental agencies for the securing of spaoing or pooling orders or any other orden necessary or appropriate to
the conduct of operations hereunder. This shall not prevent any party fiom appearing on its own behalf at zuch hearings.
Costs incuned by Operator, including fees paid to outside afiomeys, which are associated with hearings before govemmental

agencies, and which cosb are necessary and propor for the activities contemplated under this agreemen! shall be direct
charges to thejoint account and shall not be covered by the adminisfative overhead charges as provided in Exhibit ',C.,'

-2-



A.A.P.L. FORM 610 )EL FORM OPERATING AGREENI 1989

I Operator shall make no charge for services rendered by its staff attomeys or other personnel in the performance of the above

2 functions.

3 No well shall be drilled on the Confract Area until after (1) fhe title to the Drillsito or Drilling Unig if appropriate, has

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

5 all of the Drilling Parties in such well.

6 B. Loss or Fallure of Title:

7 L Failure ofTitle: Should any Oil and Gas Interest or Oil and Gas Lease bo lost tbrough failure oftitle, whioh results in a

8 reduction of interest Aom that shown on Exhibit 'A' the party oredited with contibuting the affected Lease or Interest

9 (including if applicable, a successor in interest to such parf) shall have ninety (90) days Aom final determination of title
l0 failure to acquire a new lease or other insfrument ouring the entirety of the title failure, which acquisition will not be subject

1l to Article VIILB., and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining Oil and Gas

12 Leases andlnterests; and,

13 (a) The party credited with contibuting the Oil and Gas Lease or lnterest affected by the title failure (including if
14 applicablq a successor in interest to such party) shall bear alone the entire loss and it shall not be entitled to reoover from

15 Operator or the other parties any development or operating costs which it may have previously paid or inouned but there

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

17 (b) There shall be no rehoactive adjustnent of expenses incurred or revenues received from the operalion of the

18 Lease or Interest which has faile4 but the interests of the parties contained on Exhibit uAn shall be revised on an aoreage

19 basis, as of the time it is detormined finally that title failure has occurred, so that the interest of the party whose Lease or

20 lnterest is affected by the title failure will thereafter be reduced in tbe Contract Area by the amount ofthe Lease or Interost failed;

21 (c) If the proportionate interest of the other parties hereto in any producing well previously drilled on the Conbact

22 Area is increased by reason of the title failure, the party who bore the costs incurred in connection with such well *tributable
23 to the Leaso or Interost whioh has failed shall reoeive the proceeds athibubble to the increase in such interest (less costs and

24 burdens athibutable thereto) until it has been reimbuned for unreoovered costs paid by it in connection with suoh well
25 aftributsbleto such friled l,ease or Interest;

26 (d) Should any ponion not a party to this agreement who is detennined to be the owner of any Lease or Interest

27 whioh has failed pay in any rnanner any part of the cost of operation, developmen! or equipmen! such amount shall be paid

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

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

30 by reason of title failure shall be bome severally by each party (including a predecessor to a current party) who received

3l production for which such accounting is required based on the amount of such production received, and each such parly shall

32 severally indemnif, defend and hold harmless all other parties hereto for any suoh liability to account;

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

36 (g) If any party is given oedit on Exhibit nA" to a Lease or Interest which is limited solely to ownorship of an

37 interest in the wellbore of any well or wells and the production therefrom, such party's absence of interest in the remainder

38 of the Contraot Area shall be oonsidered a Failure of Title as to such remaining Contract Area unless that absence of interest

39 is reflected on Exhibit uAn

40 2. Loss by Non-Payment or Enoneous Payment of Amount Due: If, through mistake or ovenight, any renta! shut-in well
4l payment, minimum royalty or royalty payment or other payment necessary to maintain all or a portion of an Oil and Gas

42 Lease or interest is not paid or is enoneously paid, and as a result a Lease or Interest tgrminaigs, there shall be no monetary

43 liability agqinst tle party who failed to make such payment. Unless the party who failed to mako the required payment

44 secures a new Lease or Interost covering the same interest within ninety (90) days ftom the disoovery of the failure to make

45 proper pajmont, which acquisition will not be subject to Article VIII.B., the interests of ttre parties reflectsd on Exhibit "A,'
46 shall be revised on an aoeage basis, efective as of the date of termination of the base or Interest involved, and the party

47 who failed to make proper payment will no longer be credited with an interest in the Contract Area on account of ownenhip
48 of the Lease or Interest which has terminated. If the party who failed to make the required payment shall not have been fully
49 reimbursed, al the time of the loss, from the proceeds of the sale of Oil and Gas athibutable to the lost l,ease or Interes!
50 caloulated on an acteage basis, for the development and operating costs previously paid on account of such Lease or Interes!
5l it shall be reimbuned for unrecovered actual costs previously paid by it (but not for is share of the cost of any dry hole

52 previously drilled or wells previously abandoned) fiom so much of the following as is neoessary to effect reimbunement:

53 (a) Proceeds of Oil and Gas produced prior to termination of the Lease or Interest, less operating expenses and lease

54 burdens chargeable hereunder to the person who failed to make payment, previously aoorued to the credit of the lost Lease or
55 lnterest, on an acreage basis, up to the amount ofunrecovered oosts;

56 (b) Proceeds of Oil and Gas, less op€rating expemes and lease burdens ohargeable hereunder to the person who failed
57 to make payment, up to the amount of unrecovered costs atfibutable to that portion of Oil and Gas thereafter produced and
58 marketed (excluding production from any wells thereafter drilled) whioh, in the absence of such lease or Intilest terminatiorl
59 would .be attributable to the lost Lease or Interost on an acreage basis and whioh as a result of such l.ease or Interest

60 termination is credited to other parties, the proceeds of said portion of the Oil and Gas to be contributed by the other parties

6l in proportion to their respeotive interests reflected on Exhibit "A"; and,

62 (c) Any monies, up to the amount ofunrecovered costs, thai may be paid by any party who is, or becomes, tho owner
63 of the Lease or Interest lost, for the privilege of participating in the Conhact Area or becoming a party to this agreoment

64:
65

66

6'.t

68

69

70 4. Curing Title: In the event of a Failure of Title under Article IV.B.l. or a loss of title under Article tV.B.2. above, any
7l Lease or Interest acquired by any parly hereto (other than the party whose interest has failed or was lost) during the ninety
72 (90) day period provided by Article IV.B.I. and Article IV.B.2. above covoring all or a portion of the interest thd has failed
73 or was lost shall be ofered at cost to the party whose interest has failed or was lost, and the provisions of Artiole YIII.B.
74 shall not apply to such acquisition.
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ARTICLEV.
OPERATOR

A. Designation and Responsibilities of Operator:

XTO F.nersv Tnc shall be the Operator of the Contact AreA and shall conduct

and direct atrd have full conhol of all operations on the Confract Area as pennitted and required by, and within the limits of
this agreement. In its performance of services hereunder for the Nonoperators, Operator shall be an independent conhactor

not subject to the contol or direction of the Non-Operators except as to the type of opuation to be undertaken in accordance

with the election prooedures contained in this agreement. Operator shall not be deemed, or hold itself out as, the agent of the

Non-Operators with authority to bind them to any obligation or liability assumed or incurred by Operator as to any third

party. Operator shall conduct if activities under this agreement as a reasonable prudent operator, in a good and worlananlike

manner, with due diligence and dispdcb, in accordance with good oilfield practice, and in complicrce with applicable law and

resulation. orovided. that. excent to the extent of Onerator's interest in the Contract Area. Non-Onerators shsll indemnifv and
deTend Obdrator adainst'anv ahd all claims. damae'es and liabilitv of everv kind and charhcter re5ultins from. or inciden'tal to
Qperator's perfordance.pf duties on the Con'fractSYea or pFrsuanf tq this Agreement qnd,but in no event sFgll.i[.[[ve any liqbility Auperator rc me omer pafies lor losses sustameo or uabulues mculTeo

exoept such as may result ftom gross negligence or willfirl misconduct

B. Resignation or Removal of Operator and Selection ofSuccessor:

l. Resignation or Removal of Operalor: Oporator may resign at any time by giving written notice thereof to NonOperators.

If Operator terminates its legal existence, no longer owt$ an interest hereunder in the Contract Are4 or is no longer capable of
serving as Operdor, Operator shall be deemed to have resigned without any action by NonOperators, except the selection of a

successor. Operator may be removed only for good cause by the affirmative vote of NonOperators owning a m4iority intetest

based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of Operator; such vote shall not be

deemed effective until a written notice has been delivered to the Operator by a Non0perator detailing the alleged default and

Operator has failed to cure the default within thirty (30) days from its receip of the notice or, if the default concems an

operation then being conduoted, within forly-eight (48) hours of its receipt of the notice. For purposes hereo{ ngood cause" shall

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

Subject to Artiole VII.D.l., such resignation or removal shall not become effectivo until 7:00 o'clock AM. on the fint
day of the calendar month following the expiration of ninety (90) days affer the grving of notice of resignation by Operator

or action by the Non4peraton to remove Operator, unless a successor Operator has been selected and assumes the duties of
Operator at an earlier date. Operator, after effective dats of resigration or removal, shall be bound by the terms hereof as a
Non-Operator. A change of a corporate name or stucture of Operator or tansfer of Operato/s intere$t to any single

subsidiary, parent or sucoessor 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 agreemen! a

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

interest in the Conhact Arep. at the time such successor Operator is selected. The successor Operator shalt be selected by the

affirmative vote of d#18-*--*.--fr#t* owning a majority interest. based..on ownership As. shogn..on^pxhibit. "At';
provided, however, if an operator which has been removed or is deemed l"J fr?93"ll$#.t*i ?&tttfJtt"tottB 

tBF 
V3[!t"oiS"B

succeed itsel4 tle suocessor Operator shall be selected by the affirmative vote of the party or parties owning a majority
interest based on ownership as shown on Exhibit "[r' remAining after excluding the voting interest of the Operator tha( was

removed or resigned. ** 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 possossion of the

suocessor operator. Any oost of obtaining or oopying the former Operatot's records and data shall be oharged to the joint

ffi'&til#;.tlf,3iBltTY"it?gsf:L'"1fflg"1ffsstJ\,1t's,ftrtilflt"1h.F3pfr?[g!,i"#6r,1#1""J,'fir#fir"ttB,lB3.s3]tsp.lsiff:,h.
3. Effect of Baol<ruptcl': If Operalor becomes insolvent, banlrupt or is placed in receivership, it shall be deemed to have

resigned without any aotion by NonOperators, except the selection of a successor. If a petition for relief under the federal

bankruptcy laws is filed by or against Operator, and the removal of Operator is prevented by the federal bankruptcy oourt, all
Non-Operators and Operator shall comprise an interim operating oommittee to serye until Operator has eleoted to rejeot or
assume this agre€mgnt pusuant to the Bankruptcy Code, and an election !o reject this agreement by Operator as a debtor in
possession, or by a tuste€ in banlruptcy, shall be deemed a resignation as Operalor without any action by Non-Operators,

except the selection of a successor, During the period of time ttre operating committee contols operations, all actions shall

require the approval of two (2) or more parties owning a majority interest based on ownership as shovm on Exhibit ',A," In
the event there are only two (2) parties to this agreernen! during the period of time the operating commifiee contols
operations, a thir{ party acceptable to Operator, Non-Operator and the foderal bankruptoy court shall be selected as a
member of the operating committee, and all actions shall require the approval of two (2) members of the operating
commitee without regard for their intsrest in the Contract Area based on Exhibit uA.u

C. Employees and Contractors:

The number of employees or conmctors used by Operator in conduoting operations hereunder, their selection, and the

hours of labor and the compensation for services perfonned shall be determined by Operator, and all such employees or
contactors shall be the employees or conhacton ofOperator.

D. Rights and Duties of Operator:

l. Comoedtive Rates and Use of Affliates: All wells drilled on the Contract Area shall be drilled on a oompetitive
conhact basis at tho usual rates prevailing in the area" If it so desires, Operator may employ its own tools and equipment in
the drilling of wells, but its charges therefor shall not exceed the prevailing rates in ttre are'a and the rate of such charges

shall be agreed upon by the parties in writing before drilling operations are commenced and such work shall be performed by
Operator under fte same terms and conditions as are oustomary and usual in the area in contacts of independent contactoa
who are doing work of a similar nature. All work performed or materials supplied by affiliates or related parties of Operator
shall be performed or supplied at competitive rates, pursuant to written agleement, and in accordance with customs and

standards prevailing in the industry.

2. Discharge of Joint Account Obligations: Except as herein othenrise specifically provided, Operator shall promptly pay

and discharge expenses incurred in the development and operation of the Conhact Area punuant to this agreemont and shall
charge each of the parties hereto with their respective proportionate shares upon the expense basis provided in Exhibit nC.x

Operator shall keep an acourate record of the joint account hereunder, showing expenses incurred and charges and oedits
made and received.

3. Proteotion from Lions: Operalor shall pay, or oalne to be paid, as and when they become due and payable, all aooounts
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I of contactors and suppliers and wages and salaries for services rendered or performed and for maferials supplied on, to or in

2 respect of the Conhaot Area or any operations for the joint account thereo{ and shall keep the Contaot Area free from
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liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute as to services rendered or

materials supplied.

4. Custody of Funds: Operator shall hold for the account of the Non-Operaiors any funds of the Non0perators advanced

or paid to the Operator, either for the conduct of operafions hereunder or as a result of the sale of produotion from the

Contract Are4 and such funds shall remain the funds of the NonOperators on whose acoount they are advanced or paid until

used for their intended purpose or otherwise delivered to the Non{perators or applied toward ttre payment of debts as

provided in Article YII.B. Nothing in this paragraph shall be construed !o establish a fiduciary relationship between Operator

and Non-Operators for any purpose other than to account for Non4perator funds as herein specifically provided. Nothing in
this paragraph shall require the maintenance by Operator of separate accounti for the fimds of Non0peraton unless the

parties otherwise specifically agree.

shatt, except as otherwise provided rt r.ir *ffff8llilT
sole risk and oost full and tee aocess at all reasonable times to

all operations of every kind and character being conducted for the joint account on the Contact Area and to the records of
operations conduoted thereon or production therefrom, inoluding Operatofs boola and records relating thereto. Suoh access

rights shall not be exercised in a manner interfering with Operato/s conduot of an operation herounder and shall not obligale

Operator to furnish any geologic or geophpical data of an interprgqive- 4glr{e- uqless the cost of preparation of such

interpretive data was oharged to the joint account. operator wilt tr-irho?ostBlttg Iffi€e.*t"r upon request copies of any

and all reports and information obtained by Operafor in connection with production and related items, including without
limitatio& meter and ohart reports, production purchaser statements, run tickets and monthly gauge reports, but excluding

purchase contaots and pricing informafion to the extent not applicable to the production of the Nonoperator seeking the

information. Any audit of Operato/s records relating to arnounts expended and the appropriateness of suoh expenditures

shall be conduoted in accotdanoe with the audit protocol specified in Exhibit "C."
Operator will file, and upon written request promptly fumish copies to

each not in default of its payment obligations, all operational notices, reports or apptications

required to be filed by local, Statq Federal or Indian agencies or authorities having jurisdiction over operations hereunder.

Each Non0perator shall provide to Operator on a timely basis all information necossary to Operator to make such filings.
7. Drilling and Testing Operations: The following provisions shall apply to each well drilled hereunder, inoluding but not

limited to the Initial Well:

(a) operator ur p.rrpuf"f$#l3Y$g$Sg#"" of the date on whioh the weu is spudded, or the dare on which
drilling operations are commenced- _

coor.otion ppli$erator will wfiAtl tf#*S3fu1HtJ"oh reports, test resulrs and notices regarding the progres of operations on the

well as theT Nen-Q,ertters shall reasonably request including but not limited to, daily rtrilling reports, completion reporb, and well logs.
(e) epernter shdl atleqtletel, test dt ?en€s oneountsred whieh mey reas€nably be erryeetod to Lo eap*le ef p{odu*lg

hercrmde*

8. Cost Estimates: Upon request of any Consenting Party, Operator shatl tuals[ g^tinqtg^of^Sgnt394^gq{dyg-gSq
incurred for the joint acoount at reasonable inlervals during the conduct ofwfflfl6ftHilffi"po,lir$mtfiotf,fi$"ffi*Hff
Operator shall not be held liable for errors in such estimafes so long as the estjmates are made in good faith.

9. Insurance: At all times while operations are conducted hereunder, Op€rator shall comply with the workers
compensation law of the stale where the operations are being oonducted; provide4 however, that Operator may be a self-
insurer for liability under said compensation laws in which event the only charge that shall bo made to the joint account shall
be as provided in Exhibit "C." Operator shall also carry or provide insuranoe for the'benefit of the joint {rccount of the parties

as outlined in Exhibit nDn attached hereto and made a part hereof. Operator shall require all contaoton engaged in work on
or for the Contract Area to comply with the workers compensation law of the state where the operalions are being conducted

and to maintain such other insurance as Operator may require.

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

ARTICLEYI.
DRILLING AND DEVELOPMENT

A. InitialWell:

Operator shall conrmence operations for the drilling ofthe Initial
Well at the folle+vhg location to be determined at the sole disoretion of tle Operator, within one (l) year of het efectivo date of the
Unitization Order issued by the Division,

gnd shgll thereafter continue the drilling of the well with due diligence to a depth to test the lv{aroellurer Utical?oint pleasant Shaletormaflon-

The drilling of the Initial Well and the partioipation therein by all parties is obligalory, subject to Article VI.C.I. as to participation
in Completion operations and Article VI.F. as to termination ofoperations and Article X as to occurrence offorce majeure.
B. SubsequentOperations:

Onerator 
t. noooiseO Operatio*Pff?H!**""** should desire to drill any well on the Contract Area e{S€r+as+o+nirial-lpell, or

if'/ any1ary should desire to Rework, Sidetack, Deepeq Reoomplete 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 parly desiring to drill, Rework, Sidehaok, Deepen, Recomplete or Plug Back such a well shall give nritten
notice of the proposed operation to the parties who have not otherwise relinquished their interest in such objecrive Zone

or its duly authorized representative,
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under this agreement and to all other parties in the oase of a proposal for Sidehacking or Deepening specrfying the work to be

performed, the location, proposed deptlU objective Zone and the estimated cost of the op.$Bh"rJl. parties to whom such a

noticeisdeliveredshallhavethirty(30)daysafterreceiptofthenoticewithinwhichtonotisth.e/f@
whether they elect to participate in the cost of the proposed operation. If a drilling rig is on location, notice of a proposal to

Rework, Sidehack" Recomplete, Plug Baok or Deepen may be given by telephone and the response period shall be limited to forty-

eight (a8) houn, exclusive of Safurday, Sunday and legal holidays. Failure of a party to whom such notice is delivered to reply

within the period above fixed shall constitute an election by that party not to participate in the oost of the proposed operation.

Any proposal by a party to condust an operation conflicting with the operation initially proposed shall be delivered to all parties

within the time and in the manner provided in Adicle M.B.6. See Article XVI.H.
If all parties to whom suoh notice is deliverod eleot to participate in such a proposed operatioq the parties shall be

contaotually committed to participate therein provided such operatioffi aro commenced within the time period hereaffer set

forth, and Operator shall, no lder than ninety (90) days after expiralion of the notice period of ttriny (30) days (or as

promptly as practicable after the expiration of the forty-oight (48) hour period when a drilling rig is on location, as the case

qay be), actually commence the proposed operation and thereafter complete it with due ditigence at the risk and expense of
the parties participating therein; provided, however, said commencement date may be extended upon writtsn notioe of same

by Operator to the other parties, for a period of up to thiny (30) additional days i{ in the sole opinion of Operator, such

additional time is reasonably necessary to obtain permits from govemmental authorities, surface righ8 (including rightsof-
way) or appropriate drilling equipment or to complete title examination or curative matrer required for title approval or

acceptance. If the actual operation has not been oommenced within the time provided (inoluding any extonsion thereof as

speoifically permitted herein or in the foroe majeure provisions of Article XI) and if any party hereto still desires to conduct

said operatioq written notice proposing same must be resubmited 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

Sidetack is mado hereunder shall, if such parties desire to participate in the proposed Deepening or Sidebacking operation,

reimburse the Drilling Parties in accordance with Article VI.B.4. in lhe event of a Deepening operation and in accordance

with Article VI.B.5. in the event of a Sidetacking operation.

2. Operations by l*ss Than AII Parties:

(a) Determination of Participation. If any party to whom such notice is delivered as provided in Article M.B.l. or
VLC.I. (O6tion"No. 2) elects not to participafe in the proposed operation, therl in order to be entitled to the benefits of this

Article,the7@ieeandsuchotherpartiesasslrallelecttoparticipateintheoperationshall,no
later than ninety (90) days after the expirdion of the notice period of thirty (30) days (or as promptly as practioable after the

expiration of the forty-eight (48) hour period when a drilling rig is on looation, as the sase may be) actually commence the
proposed operation and complete it with due diligenoe. Operator shall perform all work for the aocount of tho Consenting

Parties

i,
€gre€n*enf.

If less than all parties approve any proposed operation" Rff$g[***-Urry, immediately after the e,<piration of the

applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its

recommendation as to whether the Consenting Padies should proceod with the operation as proposed. Each Consenting Party,

within fort6+ieht (48) hours (exclusive of Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the
prep€sing-p@ / of its desire to (i) limit partioipation to such party's interest as shown on Exhibit "A" or (ii) carry only its
proportionate part (determined by dividing suoh party's interest in the Contact Area by the interests of all Consenting Parties in
the Contact Area) of Non{onsenting Parties' interests, or (iii) carry its proportionate part (determined as provided in (ii)) of
Non{onsenting Parties' interesb together with dl or a portion of its proportionate part of any Non{onsenting Parties'
interests that any Consenting Parly did not elect to take. Any interest of Non{onsenting Parties that is not canied by a
Consenting Party shall be deegedro 

rbe 
canied by the party proposing the operation if such party does not withdraw its

proposal. Failure to advise the fi$losing-pary within the time required shall be deemed an eleotion under (i). In the event a

drilling rig is on location, notice may be given by telephonq and the time permitted for.such a retponse shall not exoeed a
totat of forty-eight (48) houn (exclusive of Saturday, Sunday and legal holidays). rYBti"F%p"ri"e-".ry, at its eteotiorL may

withdraw such proposal if there is less than 100% participation and shall notify all parties of such deoision vithin ten (10)

days, or within twenty-four (24) houn if a drilling rig is on-location, following expiration of the applicable response period.

If 100% subsoription to the proposed operation is obtaine4 ffitffI"p.rl"e-".ry shall promptly noti& the Consenting parties

of their proportionate interesb in the operation and the paqr-*erving--as Operalor shall commence such operation within the
period provided in Article VI.B.l., subject to the same extension right as provided therein.

(b) Relinquishment of Interest for Non-Participation. The entire cost and risk of conduoting such operations shall be
bome by the Consenting Parties in the proportions they have elected to bear same under the terms of the preceding
paragraph. Consenting Parties shall keep the leasehold estates involved in such operations ftee and clear of all liens and
encumbrances of every kind created by or arising ftom the operations of the Consenting Parties. If such an operation results
in a dry hole, then subject to Articles VI.B.6. and VLE.3., the Consenting Parties shall plug and abandon the well aad-+estsre
the-surfaee--feeation** at their sole cos! risk and exp€nse; provided, however, that those Non{onsenting Parties that
participated in the drilling Deepening or Sidetacking of the well shall remain liable for, and shall pay, their proportionate

sharesofthecostofp|uggingandabandoningtheweII@finsofaronlyasthosecostswerenot
increased by the subsequent operations of the Consenting Parties. If any well drilled, Reworked, Sidetracked, Deepened,

Recompleted or Plugged Back under the provisions of ihis Article results in a well capable of producing Oil andlor Gas in
paying quantities, the Consenting Parties shall Complete and equip the well to produce at their sole oost and rislq and the
well shall then be tumed over to Operalor (if the Operator did not conduct the operation) and shall be operated by it at the
expense and for the account of the Consenting Parties. Upon commencement of operations for the drilling Reworking
Sidetracking Recompleting Deepening or Plugging Back of any such well by Consenting Parties in accordanoe with the
provisions of this Artiolq each Non{onsenting Party shall be deemed to have relinquished to Consenting Parties, and the
Consenting Parties shall own aud be entitlod to rocoivg in proportion to their respectivo interesb, all of such Non-
gpgfff$r.H.flSfljnterest in ttre well and share of production therefiom or, in the case of a Reworking Sidetacking
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Deepening, Recompleting or Plugging Baok, or a Completion pursututt to Article VI.C.I. Option No. 2, all of such Non-

Consenting Partys intorest in the production obtained Aom the operation in which the Non{onsenting Party did not elect

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

market value thereof if suoh share is not sold (after deducting applicable ad valoreiq production, severance, and excise taxes,

royalty, oveniding royalty and other interests not excepted by Article Itr.C. payable out of or measured by the production

from such well acoruing with respect to such interest until it reverts), shall equal the total ofthe folloving:

(0 150 % of each such Non{onsenting Party's share of tle cost of any newly acquired surface equipment

beyond tle .rXg!$ead connections (inoluding but not limited to stock tanks, separators, teaten, pumping equipment and

piping), plusrTu{E+N of each such Non{onsenting Party's share of the cost of operation of the well commencing with first

production and oontinuing unlil each such Non4onsenting Party's relinquished interest shall revert 10 it under other

provisions of this Artiolq it being agreed that each Non{onsenting Party's share of such oosts and equipment will be thd
interest whioh would have been chargeable to such Non{onsenting Party had it participated in the well from the beginning

ofthe oporations; and

(iD 150 % of (a) that portion of the costs and expenses of drilling Reworking, Sidenacking Deepening

15 ttutB8t" Bach testing Completing and Reoompleting after deducting any cash contributions received under Article VIII.C.,

16 and / of O) that portion of the oost of newly acquired equipment in the well (to and inoluding the wellhsad conneotions),

17 which would have been chargoable to such Mn{onsenting Party if it had participated therein.

l8 Netwithshndhg any8rhg te the eenfrary h *b it6ele YI'8,; if the well dees ne- rsaoh th€ dospet ebje€dve Zone

19

20

2l Nea-€er*enting Parry who submitud

22

23

24 €e$ of ei[ing *g ]wI te

25 isieas

26

27 (o) Reworking Recompleting or Plueging Back. An eleotion not to participate in ttre drilling Sidehacking or

28 Deepening of a well shall be deemed an election not to participate in any Reworking or Plugging Back operation proposed in
29 such a well or portion thereof, to which the initial non-consent election applied that is conducted at any time prior to full
30 recovery by the Consenting Parties of the Non{onsenting Party's rocoupment amount Similarly, an election not to
3l partioipate in the Completing or Reoompleting of a well shall be deemed an election not to participate in any Reworking

32 operation proposed .in such a well, or portion thereot to whioh the initial non-consent election applied that is conduoted at

33 any time prior to full reoovery by the Consenting Parties of the Non{onsenting Party's recoupment amounl Any suoh

34 Reworking Recompleting or Plugging Back operafion conducted during the recoupment period shall be deemed part of the

35 cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Parties 150_% of
36 that portion of the costs of the Reworking Reoompleting or Plugging Back operation which would have been chargeable to
37 such Non-Consenting Party had it participated therein. If such a Reworking Recompleting or Plugging Back operation is

38 proposed during such recoupment period, the provisions of this Article VI.B. shall be applicable as between said Consenting

39 Parties in said well.

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

4l share of production, or the proceeds therefror4 Consenting Parties shall be responsible for the payment of all ad valorer&

42 produotion" sevennce, excise, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to
43 Non{onsenting Part/s share of production not excepted by Article Itr.C.

44 In the oase of any Reworking Sidetacking Plugging Back, Recompleting or Deepening operatiorq the Consenting

45 Parties shall be permitted to use, free of oos! all casing tubing and other equipment in the well, but the ownership of all

46 such equipment shall remain unchanged; and upon abandonment of a well after such Reworking Sidehacking Plugging Back,

47 Reoompleting or Deepening the Consenting Parties shall aooount for all such equipment to the owners thereot with each

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

49 Within ninety (90) days after the completion of any operation under this Articlq the party conducting the operations

50 for the Consenting Parties shall ftmish eaoh Non{onsenting Party with an inventory of the equipment in and connected to
51 the well, and an itemized statement of the cost of drilling Sidetacking Deepening Plugging Bach testing Completing
52 Recompleting and equipping the well for production; or, at iS option, the operating party, in lieu of an itemized statement

53 of such costs of operatio4 may submit a deailed statoment of monthly billings. Each month thereafter, during the time the

54 Consenting Parties are being reimbursed as provided e6ovq the party conducting the operations for the Consenting Parties

55 shall fumish the Non{onsenting Parties with an itemized statement of all costs and liabilities inouned in the operation of
56 the well, together with a statement of the quantity of Oil and Gas produced from it and the amount of proceeds realized from
57 the sale of the well's working interest production during the preceding month. In determining the quantity of Oil and Gas

58 produced during any monttr, Consenting Pafiies shall use industry accepted methods such as but not limited to melering or
59 periodic well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection wittr
60 any such operation which would have been owned by a Non-Consenting Party had it participated ttrerein shall be credited

61 against the total unretumed costs of the work done and of the equipment purchased in determining when the interest of such
62 Non-Consenting Party shall revqt to it as above provided; and if thore is a credit balance, it shatl be paid to such Non-
63 ConsentingParty.

64 If and when the Consenting Parties recover from a Non{onsenting Partt's relinquished interest the amounb provided
65 for abovg the relinquished interests of such Non-Consenting Party shall automatically revert 10 it as of 7:00 a-m. on the day
66 following the day on whioh such reooupment occurs, and, fiom and aftor such rwersion, suoh Non-Consenting Party shall
67 own the same interest in such well, the material and equipment in or pertaining theretq and the produotion therefrom as

68 suoh Non{onsenting Party would have been entitled to had it partioipared in the drilling Sidehacking Reworking,
69 Deepening Recompleting or Plugging Back of said well. Thereafter, such Non{onsenting Party shall be charged with and

70 shall pay its proportionde part of the furtJrer oosts of the operation of said well in accordaoce with the terms of this
7l agreement and Exhibit rrc* a$ached hereto.

72 3. Stand-Bv Costs: When a well whioh has been drilled or Deepened has reached its authorized depth and all tests have
73 been completed and the results thereof firmished to the parties, or when operations on the well have been otherwise
74 terminated pursuant to Article VI.F., stand-by costs incuned pending response to a partyts notice proposing a Reworking
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Sidetracking Deepening Reoompleting Plugging Back or Completing opoation in such a well (including the period required

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

operation just completed. Stand-by costs subsequent to all parties responding or expirdion of the response time permitted,

whiohever first ocours, and prior to agre€ment as to the participating inter€sts of all Consenting Parties pursuant to ttre terms

of the second grammatical paragraph of Artiole VI.B.2. (a), shall bo charged to and bome as part of the proposed operation,

but if the proposal is subsequenfly withdrawn because of insuffioient participatio4 such stand-by ooss shall be allocated

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

interest as sho1ryn on Exhibit "A" ofall Consenting Parties.

In the event that notice for a Sidetacking operation is given while the drilling rig to be utilized is pn location, any party

may request and receive up to five (5) additional dap after expiration of the forly-eight hour response period specified in
Anicle VI.B.I. within which to respond by paying for all stand-by oosts 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 condition to extending

the response period. If more than one party elocts to take such additional time to respond to tle notioe, standby costs shatl be

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

interest as shown on Exhibit "A" bean to the total intorest as shown on Exhibit "A" of all the electing partie.

4. Deepening: If less than all parties elect to participate in a drilling Sidetacking or Deepening operdion proposed

pursuant to Article VI.B.I., the interest relinquished by the Non{onsenting Parties to ttre Consenting Parties under Article
VI.B.2. shall relate only and be limilsd to the lesser of (i) the total depttr actually drilled or (ii) ttre objective depth or Zone

of whioh the parties were given notice under Article VI.B.I. ("Initial Objeotive"). Such well shall not be Deepened beyond the

Initial Objective without first complying with this Article to atrord the Non{onsenting Parties the opportunity to participate

in the Deepening operation.

ln the 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 Afiicle VI.B.l., to all parties (including Non-

Consenting Parties). Thereuporq Articles VI.B.I. and 2. shall apply and all paties receiving such notioe shall have the right to
participate or not participate in the Deepening of such well punuant to said Afiioles YI.B.l. and 2. If a Deepening operation

is approved punuant to such provisions, and if any Non{onsenting Party elects to participate in the Deepening operatio4
such Non{onsenting party shall pay or make reimbunernent (as the oase may be) of the foltowing costs and expenses.

(a) If the proposal to Deepen is made prior to the Completion of such well as a well capable of producing in paying

quantities, such Non{onsenting Party shall pay (or reimburse Consenting Parties for, as the case may be) that share of costs

and expenses incurred in connection with the drilling of said well from tle surface to the Initial Objective which Non-
Consenting ParE would have paid had such Non{onsenting Party agreed to participate thereiq plus the Non{onsenting
Party's share of the cost of Deepening and of partioipating in any furttrer operations on the well in accordance with the other
provisions of this Agreement; provide4 howove,r, all costs for testing and Completion or attempt€d Completion of the well
incurred 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 Orat has been previously Completed as a well capable of producing

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

reimburse Consenting Parties for, as the case may be) its proportionate share of all costs of drilling Comploting md
equtpping said well ftom the surface to the Initial Objective, calculated in the manner provided in paragaph (a) abovg less

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

also pay its proportionale share of all oosts of re-entering said well. The Non-Consenting Parties' proportionate part (based

on the percentage of suoh well Non-Consenting Party would have owned had it previously participated in such Non{onsent
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 determined in accordance 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, then a Non-
Consenting Party may participate in the Deepening of the well with no payment for costs incurred prior to re-entering 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 of such well to its Initial Objective without the oonsent of the other 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. Sideftaoking: Any party having the dght to partioipate in a proposed Sidefiacking operation rhat doee not own an

interest in the affected wellbore at the time of the notioe shall, upon electing to participale, tender to the wellbore owners its
proportionate share (equal to its interest in the Sidehacking operation) of the value of that portion of the existing wellbore
to be utilized as follows:

(a) If the proposal is for Sidetaoking an existing dry hole, reimbursement shatl be on the basis of the actual costs

incurred in the initial drilling ofthe well down !o the depth at which the Sidetacking operation is initiated"

(b) If the proposal is for Sidetracking a well which has previously produced, reimbursement shall be on the basis of
such partys proportionde share of drilling and equipping costs incuned in the initial drilling of the well down to the depth
at whioh the Sidetracking operation is oonducted, calculated in the manner described in Artiole YI.B.4(b) above. Such party's
proportionate share of the cost of the well's salvable materials and equipment down to the depttr at whioh the Sidetacking
operation is initided shall be delennined in aocordance with the provisions ofExhibit nC.n

$sf#iTns$#&#fll{tibhtlffffihfts1ffftt|sHdkti#rffFrf$fi1$idi}$nem"{fiiwf*,h?'iHff"rffis$3r
Article 6. Ordekqlrhieference of 

Pfrrations. 
Exc*$ffr:therwise snpificalll rovided in this 

%&ent 
inoludin6,hut not limited to,

propose the conduct of an operation that conflicts with a proposal that has been made by a party under this Article VI, suoh
party shall have fiffeen (15) days from delivery of the initial proposal, in the case of a proposal to drill a well or to perform
an operafion on a well where no drilling rig is on location, or twenty-four (24) houn, exolusive of Safurday, Sunday and legal
holidays, from delivery of the initial proposal, if a drilling rig is on looation for the well on which such operation is to be

conduoted, to deliver to all parties entitled to partioipate in the proposed operation suoh party's alternative proposal, such
alternale proposal to contain lhe same information required to be included in the initial proposal. Each party receiving such
proposals shall elect by delivery of notice to Operator within five (5) days after expiration of the proposal period" or within
twenty-four (24) houn (exclusive of Saturday, Sunday and legal holidays) if a drilling rig is on location for the well thd is the
subject of the proposals, to partioipale in one of the competing proposals. Any party not eleoting within the time roquirrd

-8-
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I shall be deemed not to have voted. The proposal receiving the vote of parties owning the largest aggegate percentage

2 inlerest of the parties voting shall have priority over all other competing proposals; in the case of a tie vote, the
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inidal proposal shall prevail. Operalor shall deliver notice of such result to all parties entitled to participate in tho operation

witlin five (5) days after expiration of the eleotion period (or within twenty-four (24) hours, exclusive of Saturday, Sunday

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

is on looation) Aom receipt of such notice to elect by delivery of notice to Oporator to participate 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 lgll to participate in the prevailing proposal.

?. Conformitv to Spacing Pattem. Notwithstanding the provisions of this Article YI.B.2., it is agreed that no wells shall be

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

Area is producing unless such well confomrs to the then-existing well spacing pattem for such Zone.

8. Paying Wells. No party shall conduct any Reworking Deepening Plugging Back, Completio4 Recompletion, or

Sidetracking operation under this agreement with respect to any well then capable of producing in payng quantities exoept

with the consent ofdl 5l% ofthe parties thai have not relinquished interests in the well at the time ofsuch operation.

C. Completion of Wells; Reworldng and Plugging Back:

l. Completion: Without the consent of all parties, no well shall be drilled, Deepened or Sidenackd except any well
drilled, Deepened or Sidetracked punuant to the provisions of Article VI.B.2. of this agreement Consent to the drilling
Deepening or Sidenacking shall include: 

I

tr Option No. l: All neoessary expenditures for the drilling Deepening or Sidefaoking testing Completing and

equipping of tho a Horizontal well inoluding necessary tankage and/or surface facilities._e

i€e

iens

i i€r

in
whieh t$e €ornpletion attsntpt is m^de, Eleedon by e previeus Nen goasen&E prq te partieipde :r e subsequent

& +E_a

e€mpl€*i€ffi#smpt.-.See Article XVI.J for this provision.

2. Rework Recomplete or Plug Back: No well shall be Reworke( Recompleted or Plugged Back except a well Reworked,

Recompleted, or Plugged Back punuant to the provisions of Artiole VI.B. of this agreement. Consent to the Reworking
Recompleting or Plugging Back of a well shall inolude all necessary expenditures in conducting such operations and

Completing and equtpping of said well, including necossary tankage and/or surface facilities.
D. Other Operations:

Operator shall not undertake any singls project rcasonably estimated to require an expenditure in excess of
Fiftv Thousand and no/l 00 Dollars ($ 50.000.00 ) exoept in conneotion with the

drilling Sidebacking, Reworking Deepening Completing Recompleting or Plugging Back of a well that has be€n previously

authorized by or pursuant to this agreement; provide4 however, that" in case of explosion, fire, flood or otber sudden
emergency, whether of the same or different nd.ro, Operator may take such steps and incur such expenses as in its opinion
are required to deal with the emergency to safeguard life and properly but Operator, as promptly as possiblg shall report the
emergency 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 Fi&v Thousand and no/100 Dollars
($_10-0@.00 ). Any party who has not retinquished ib interest in a well shall have ttre right to propose that
Operator perfonn repair work or undertake the installation of artificial lift equipment or ancillary production facilities such as

salt water disposal wells or to conduct additional work with respect to a well drilled hereunder or other similar project (but
not including ttre installation of gathering lines or other tansportation or marketing faoilities, the installation of which shall
be govemed by sepaxate agreement between the parties) reasonably estimated to require an expenditure in oxoess of the
amount first set forth above in this Article VI.D. (except in connection with ar operation required to be proposed under
Artioles VI.B.I. or YI.C.I. Option No. 2, which shall be govemed exclusivaly be those Articles). Operator shall deliver such
p4oposal to all partias entitled to participate therein. If within thiny (30) days thereof Operator secures the written consent'ffio or more
of{Fyfaryorpartiesowningatleast 5l % of the interosts of the parties entitled to participate in zuoh operation"
each party having the right to participate in such project shall be bound by the terms of such proposal and shall be obligated
to pay its proportionate share of the costs of the proposed project as if it had consented to such project pursuant to the terms
ofthe proposal.

E. Abandonment of Wells:

l. Abandonment of Dry Holes: Except for any well drilled or Deepened pursuant to Article VI.B.2., any well which has

been drilled or Deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be

-9-
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plugged aud abandoned** without the consent of all parties. Should Operator, after diligent effort be unable to contact any

party, or should any party fail to reply within foay-€ight (48) houn (exclusive of Salurday, Sunday and legal holidays) after

delivery of notice of the proposal to plug and abandonr* 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 rcgulations and at the

cost risk and expense of the parties who participated in the cost of drilling or Deepening suoh well. +ayaaS-ui*e-eUjee*-+e

e parry

liftbiliry fer any flif&er op io

2. Abandonment of Wells That llave Produced: Except for any well in which a Non.Consent operation has been

conducted hereunder for whioh the Consonting Parties have not been fully reimbursed as -hprein -Drovided. anv .well wbich has

been completed as a produoer shall not be plugged and abandoned** without tltr rU*roe'tf#tn$#&Tt lflftpdr$l*ti*-%Xft"
such abandonment the well shall be plrrgged and abandoned** in accordance with applicable regulations and at the cos! risk
and expense of all the parties heroto. Failure of a party to reply within sixty (60) days of delivery of notice of proposed

abandonment shall be deemed an election !o oonsent to the proposal.

assigrt te g€ nen s..d€nfu€

iF inter€lt h fr€ ld^"ehotd irg
i ** ffre

Tkreder; abaodenhg prdes shdl heve ne fix&e're"@eration ef or -reduetien

d eest ard ehrges wl:eh may arfue as the result ef tlrc separa*o

erwershi- of &e assigted well, Uper prepesed abrderrnent ef *re p'odu€hg Zeae assign€d er lease4 th€ assig-r€r or less€r
**relt{ushg the same vdutrtiea fermule) and partieipate h

fur*rer operdior*there&l sEbjert to the p

previde4i*A*ie*e.r4&2'@} See Article XVLI( Dtuposal of Surplus Material
F. Termination of Operations:

Upon the commencement of an operation for the drilling Reworking Sidetacking Plugging Back, Deepening testing
Completion or plugging of a well, including but not limited to the Initial Well, such operation shall not be terminated without
oonsent of parties bearing 51-!/o of the costs of such operation; provided" however, Orat in the event granite or other
praotically impenetrable substance or condition in the hole is encountered which renden further operations impractical
Operator may discontinue operations and give notioe of such condition in the manna provided in Article VI.B.1, and the
provisions ofArticle VI.B. or M.E. shall thereafter apply to such operation, as appropriate.

G. Taldng Producdon in Kind:
EI Ontion No. 1: Gas Balancing Agreement Attached

Each parg shall take in kind or separately dispose of its proportionde share of all Oil and Gas produced fiom the
Contact Area exclusive of production which may be used in development and produoing operations md in preparing and
heating Oil and Gas for marketing purposes and production unavoidably lost. Any exfra 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 of production in kind shall be required to pay for only its proportionate share of such part of
Operato/s surface facilities which it uses.

Eaoh party shall execute such division orders and confracts as may be necessary for the sale of ils interest in
production from the Contact Area an{ exoept as provided in Artiole VII.B., shall be entitled to receive payment

**See Article XVI.I - l0 -
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I directly tom the purchaser thereoffor its share ofall production.
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18 All parties shall give timely written notice to Opoator of their Gas marketing arrangements for the following
19 month, excluding price, and shall noti$ Operator immediately in the event of a change in suoh arangements.

20 Operator shall maintain records of all marketing arrugements, and of volumes actually sold or hansported, which
2L records shall be made available to Non-Operators upon reasonable requesl

22 ln the event one or more parties' separate disposition of its share of the Gas causes split-steam deliveries to separato

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

24 ale share of total Gas salss to be allocatod to it, the balancing or accounting between the parties shall be in accordance with
25 any Gas balancing agteement between the parties hereto, whether such an agreenent is attaohed as Exhibit "E" or is a

26 s€parate agreement. Operator shall give notioe to all parties of the first sales of Gas &om any well under this agreement.

27tr
28 Erch -arf shall hke in-i*ind er separately dispese ef i6 prepertienre sh*e ef a$ €Xl and Gas preilueed frem
29 in
30

31

32

33

34
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36 direetly fren the purehreer tlereeffsr16 gha-e efdl produetien,

37
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40
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42 be subjeet always te the rrght of the ewner ef the preiluetien u*en at letst ten (10) days wt'tten netiee te eperster
43 tee"
M
45

46 €ontraet havlng a term extending Leyonrl sueh ten (10) -rl^!' perieil, ^ -!' purehase er -de by epenter ef any ether
4?

48 one (D
49 y€r*
50
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55 16, ten days wdttea
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57

58
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6l
62 ARTICLE VII.
63 EXPENDITTJRES AND LIABILITY OF'PARTIES
64 A. Liability of Parties:

65 The liability of the parties shall be several, not joint or oollective. Each party shall be responsible only for its obligations,
66 and shall be liable only for its proportionate share of the costs of developing and operating the Contract Area- Accordingly, the
67 liens granted among the parties in Article VII.B. are given to secure only tho deba of each severally, and no party shall have
68 any liability to third partic hereunder to satis$ the default of any other party in the payment of any expense or obligation
69 hsreunder. It is not the intention of the parties to create, nor shall this agreement be conshued as creating a mining or other
70 parhenhip, joint venturq agenoy relationship or association, or to render the parties liable as partnea, oo-venturc15, or
7l principals. In their relations with each other under this ageemen! the parties shall not be considered fiduciaries or to have
72 established a confidential relationship but ra&er shall be free to aot on an arm's-length basis in accordance with their own
73 respeotive self-interes! subjeo! howwer, to the obligation of the parties to act in good faith in their deatings with eaoh other
74 with respectto activities hereunder.

- 11-
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I B. Liens and Security Interestr:

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

3 Leases and Oil and Gas Interesb in the Contact Area, and a security intsrest and/or purchase money security interest in any

4 interest it now owns or hereaircr acquires in the personal property and fixlues on or used or obtained for use in connection

5 therewitlL to secure performanoe of all of its obligations under this agroement inoluding bw not limited to payment of expensg

6 interest and fees, the proper disbursement of all monies paid hereunder, the assignment or relinquishment of interest in Oil

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

8 granted by each pafy hereto shall include suoh party's leasehold interests, working interests, operating rights, md royalty and

9 oveniding royalty inlerests in the Contact Area now owned or hereafter acquired and in lands pooled or unitized therewith or

l0 otherwiso becoming subject to this agreement the Oil and Gas when extraoted thereftom and equipmont situated thsreon or

1l used or obtained for use in connection therewith (including without limiatiorL all wells, tools, and tubular goods), and accounts

12 (including without limitatioq acoounls arising from gas imbalancos or from tho sale of Oil and/or Gas at the wellhead),

13 oonhaot rights, inventory and general intangibles relating thereto or arising thereftom, and all proceeds and produots of the

14 foregoing.

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

16 supplement and/or any financing statement prepared and submitted by any party hereto in coqiunction herewith or at any time

17 following execution hereo{, and Operator is arthorized to file this agreement or the recording supplement exeouted herewith as

l8 a lien or mortgage in the applioable real estate records and as a financing statement with the proper ofrcer under the Uniform

19 Commercial Code in the state in which the Contract Area is situatod and such other states as Operator shall deem appropriate

20 to perfect the security interest $anted hereunder. Any party may file this agreemen! the recording supplement executsd

21 herewith, or such other documents as it deems nec€ssary as a lien or mortgage in the applicable real estate records an&or a

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

23 Each party represents and warrants to the other parties hereto that the lien and security interost granted by such party to

24 the other parties shall be a first and prior lien, and each party hereby agrees to maintain the priority of said lien and security

25 interest against all penons acquiring an interest in Oil and Gas Leass and Interests covered by this agreement by, through or

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

27 whether by assigrunent merger, mortgagq operation of law, or othemiisg shall be deemed to have taken subjeot

28 to the lien and security interest grarfed by this Article VILB. as to all obligations attibutable to such interest hereunder

29 whether or not such obligations arise before or aftor suoh interest is acquired.

30 To the extent that parties have a security interest under the Uniform Commercial Code of the state in whioh the

3l Contract Area is situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code.

32 The bringing of a suit and the obtaining of judgnent by a party for the secured indebtedness shall not be deemed an

33 eleotion of remedies or otherwise affect the lien rights or seourity interest as security for the payment thereof. In

34 addition, upon default by any party in the payment of its share of expenses, interests or fees, or upon the improper use

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

36 from the purchaser the proceeds from the sale of suoh defaulting party's share of Oil and Gas until the amount owed by

37 such party, plus interest as provided in 'Exhibit C,n has been received and shall have the right to oftet the amount

38 owed against the proceeds fiom the sals of suoh defaulting party's share of Oil and Gas. All purchasen of production

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

40 defailt, and all parties waive any recou$e available against purchasers for releasing production proceeds as provided in
4L this paragraph.

42 If any party fails to pay its share of cost within one hundred twenty (120) days after rendition of a staternent therefor by

43 Operatoq tle non-defaulting parties, including Operator, shall upon request by Operator, pay the unpaid amount in the

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

45 paying ib share of the unpaid amount shall be secwed by the liens and securif rights described in Article VII.B., and each

46 payrng partymay independentlypursue any remedy available hereunder orotherwise.

47 If any party does not perform all of its obligations hereunder, and the failure to perfonn subjects such party to foreclosure

48 or execution proceedings pursuant to the provisions of ttris agreement to the odent allowed by goveming law, the defarlting

49 party waives any available right of redemption Aom and after the date of judgment, any required valuation or appraisement

50 of the mortgaged or secured property prior to salg any availablp right to stay execution or to require a manhaling of assets

5l and any required bond in the event a receiver is appointed. In additioq to the efient pennitted by applicable law, each party

52 hereby grants to the other parties a power of sale as to any property thal is subjeot to the lien and security rights granted

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

54 manner and upon reasonable notice.

55 Each party agrees tha the other parties shaU bo entitted to utilize the provisions of Oil and Gas lien law or oilrer lien

56 law of any state in which the Contraot Area is situated to enforce the obligations of each party hereunder. lVithout limiting
57 the genoality of the foregoing to the extent p€rmited by applicable law, Non-Operators agreo that Operator may invoke or

58 utilize the mechanics' or materialmen's lien law of the state in whioh the Contact Area is situated in order to secure the

59 pg;4t!-e!!lo_QBge!,q-oJauvsum.due-lrereunderforsewicesperformedormaterialssuppliedbyOperator. SeealsoArticleXVLL-Notice
60 bl-I.iensandMoreage-FinancingStatemenL

C. Advances:

:: Operator, at its electiou shall have the rigbt from time to time to demand and receive fiom one or more of the other
oz

63 parties payment in advance of their respeotivo shares of the estimated amount of the expense to be inourred in operations

64 hereunder during the next succeeding mont[ which right may be exercised only by submission !o each such party of as

6s itemized statement of such estimated expense, together with an invoioe for it3 share thereof, Each such statement and invoice

;-. for the payment in advanoe of estimated expense shall be submified on or before ttle.2.0til^C.ay of the next preceding month.

:; Each party shall pay to operator its proportionate share of such estimate wiftin AH*qIb days after such ostimate 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
o6

69 provided in Exhibit "Cu until paid. Proper adjustnent shall be made monthly between advances and aotual expense to the end

1^ that each party shall bear and pay its proportionate share ofactual expenses incuned and no more,

7l
.12 If any parfy fails to discharge any financial obligdion under this agreement, inoluding without limitation the failure to

73 make any advance under the preceding Anicle VII.C. or any other provision of this agreemen! within the period required for

74 zuch payment hereunder, then in addition to the remedies provided in Article VII.B. or elsewhere in this agreemen! the

remedies specified below shall be applicable. For purposes of this Artiole VII.D., all notices and elections sha[ be delivored
-t2-



A.A.P.L. FORM 610 )EL FORM OPERATING AGREEI!{- 1989

I only by Operator, exoept that Operator shall deliver any such notice and eleotion requested by a nondefaulting Non0perator,

2 and when Operator is the party in defairlt the applicable notices and elections can be delivered by any Nonoperator.

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

4 beloworotherwiseavailableto anondefaultingparty.

5 1. Suspension of Rights: Any party may deliver to the party in default a Notioe of Default which shall speciff the default

6 speci$ the action to be taken to cure the default and speciff that failure to take such action will result in the exercise of one

7 or more of the remedies provided in this Artiole. If the default is not oured within thiny (30) days of the delivery of such

8 Notice of Defaul! all of the rights of the defaulting party grankd by this agreemenl may upon notice be suspended until the

9 default is cured, without prejudice to the right of the nondefaulting party or parties to continue to enforce the obligations of
10 the defaulting party previously accrued or thereafter accruing under this agreement. If Operator is the party in default the

11 Non-Operators shall have in addition tlrc righ! by vote of NonOperaton owning a mqiority in interest in the Contact Area

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

13 party that may be suspended hereunder at the election of the nondefaulting parties shall include, without limitatiog the right
14 to rec€ive information as to my operation conducted hereunder during the period of such defaul! the right to elect to
15 participate in an operation proposed under Article VI.B. of this agreemen! the right to participde in an operation being

16 conducted under this agreement even if the party has previously elected to participate in such operation" and the right to
I7 receive proceeds of produotion from any well subject to this agreement.

18 2. Suit for Damages: Non-defaulting parties or Operator for the benefit of non-defaulting parties may sue (at joint

19 aocount expense) to collect the amounts in default plus intsrest acoruing on the amounts reoovered from the date of defautt

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

2l suing any defaulting party to collect consequential damages accruing to suoh pany as a result ofthe default

22 3. Deemed Non{onsent The non-defaulting party may deliver a written Notice of Non-Consent Eleotion to the

23 dofaulting party at any time after tho expiration of the thirty-day oure period following delivery of the Notice of Defaull in
24 which ovent if the billing is for the drilling a new well or the Plugging Baok, Sidehacking Reworking or Deepening of a

25 well whioh is to be or has been plugged as a dry hole, or for the Completion or Recompletion of any well, the defaulting

26 party wil be conolusively deemed to have' elected not to participale in the operation and to be a Non-Consenting Party with
27 rcspeot thereto under Article VI.B. or VI.C., as the oase may be, to the extent of the cosb unpaid by such party,

28 notwithstanding any election to participate theretofore made. If election is made to proceed under this provisio4 then the

29 non-defaulting parties may not elect to sue for the unpaid amount pursuant to Afiicle VII.D.2.

30 Until the delivery of such Notice of Non{onsent Eleotion to the defaulting party, such party shall have the right to cure

31 its default by paying its unpaid share of costs plus intorest at the rate set forth in Exhibit "C," provided however, suoh

32 payment shall not prejudice the rights of the nondefaulting parties to pursue remedies for damages incuned by the non-

33 defaulting parties as a result of the default. Any interest relinquished pu$uant to this Article VII.D.3. shall be offered to the

34 non-defaulting parties in proportion to their interosts, and the nondefaulting parties electing to participato in the ownenhip

35 ofsuoh interest shall be required to contribute tleir shares ofthe defaulted amount upon their election to participate therein

36 4. Advance Payment If a default is not cured within ttrirty (30) days of the delivery of a Notice of Defaul! Operafor, or
37 Non4perators if Operator is the defaulting party, may thereafter require advance payment from the defaulting

38 party of such defaulting party's anticipated share of any item of expense for whioh Operatoq or Non0peraton, as the case mey

39 bq would be entitled to reimbursement under any provision of this agreement whether or not such expense was the subject of
40 the previous default. Such rigbt includes, but is not limit€d to, the right to require advance payment for the estimated costs of
4l drilling a well or Completion of a well as to which an election to participate in drilling or Completion has been made. If the

42 defaulting party fails to pay the required advance payment, the non-defaulting parties may puaue any of the remedies provided

43 in the Article VII.D. or any other default remedy provided elsewhere in this agreement. Any exoess of funds advanoed remaining

M when the operation is oompleted and all costs have been paid shall be promptly retrmed to the advanoing party.

45 5. Costs and Attomq/s' Fees: In the event any party is required to bring logal proceedings to enforce any financial

46 obligation of a party hereundeq the prevailing party in such action shall be entitled to reoover all court oosts, costs of
47 oollectio4 and a reasonable attomey's fee, which the lien provided for herein shall also secure.

48

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

<n Rentals, shut-in well payments and minimum royalties which may be required wrder the terms of any lease shall be paid

;; by the party or parties who subjected such lease to this agroement at its or their expense. In the event two or more parties

;; own and have contributed intercsts in the same lease to this agreemen! suoh parties may clesignate one of such parties to

;; make said payments for and on behalf of all suoh parties. Any parry may request, and shall be entitled to receivq proper

54

<{ minimum royalty through mistake or ovenight where such payment is required to continue the lease in force, any loss which

:. results fiom such non-payment shall be bome in accordance with the provisions of Article IV.B.2.
56

<? Operator shall noti$ NonOperators of the anticipated oompletion of a shut-in well, or the shufting in or retum to

:: production of a producing wel! at least five (5) days (exoluding Saturday, Sunday, and legal holidays) prior to taking such
58

{o action, or at the earliest opportunity permitted by oircumstmces, but assumes no liability for failure to do so. In the ovent of

-: failure by Operator to so notify NonOperators, the loss of any lease contributed hereto by NonOperaton for failure to make
60
rt timely payments of any shut-in well payment shall be bome jointly by the parties hereto under the provisions of Articleor 

rv.B.3.
62

63 F. Taxes:

64 Beginning with the fi$t calendar year after the efective dde hereoi Operator shall render for ad valorem taxation all

65 properly subjeot to tlis agreement which by law should be rendered for such ta:<es, and it shall pay all such taxes assessed

66 thereon before they beoome delinquent. Prior to the rendition date, eaoh Non0perator shall fumish Operator information as

41 to burdens (to include, but not be limited to, royalties, oveniding royalties and production payments) on Leases and Oil and

:: Gas Interests connibrded by such Non-Operator. If the assessed valuation of any Lease is reduced by reason of its being
6E

69 subject to outstanding excess royalties, overriding royalties or produotion payments, the reduction in ad valorem taxes

70 resulting therefrom shall inure to the benefit of the owner or owners of such Leasg and Operator shall adjust the oharge to

7l suoh owner or owners so as to reflect the benefrt of such reduction. If the ad valorem taxes are based in whole or in pdrt

1,, upon separate valuations of each party's working interest ttren not'withstanding anyttring to the contary herein, charges to

;; the joint account shall be made and paid b! the parties hereto in accordance with the tax value geuerated by each party's

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

orovided in Exhibit uc.u

-13-
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I If Operator considers any tax assessment improper, Operator may, at its discretioq protest within the time and manner

2 presoribed by law, and prosecute the protest to a final determinatioq unless all parties agree to abandon the protest prior to final

3 determination. During the pendenry of administrative or judioial proceedings, Operator may elect to pay, under protest all suoh trxes

4 and any interest and penalty. When any such protested assessmont shall have been finally determined, Operator shall pay the tax for

5 the joint account together with any interest and penalty accrued and the total cost shall then be assessed against the parties, and be

6 paid by them, as provided in Exhibit uc.o

7 Each parfy shall pay or cause to be paid all productio4 severalce, excise, gathering and other taxes imposed upon or with respeot

8 to the production or handling ofsuch party's share ofOil and Gas produoed under the terms ofthis agreemenl

9 ARTICLE VIIL
IO ACQUISMO\ MAINTENAI\CE OR TRANSFER OF INTEREST

11 A. Surrenderofleases:

12 The Leases covered by this agreement iusofo as they embrace acreage in the Contract Are4 shall not be sunendered in whole

13 or in pad unless all parties consent tlereto.

14 However, should any par$ desire to surondgr its interost in any lease or in any portion thereo{ such party shall give written

15 notice of the proposed sunender to all parties, and the parties to whom such notice is delivered shall have tlirty (30) days after

16 delivery of the notice within whieh to nodry tho party pmposing the surrender whether they eleot to consent thereto. Failure of a
I7 pany to whom such notice is delivered to reply within said 30day period shall constitute a consent to the sunender of the Ieases

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

19 implied wananty of title, all of its interest in such Lease, or portion thereof, and any well, material and equipment which may be

20 located thereon and any rights in production thereafter secured, to the parties not consenting to suoh surrender. If the interest of the

2l assiping party is or includes an Oil and Gas Interes! the assiping party shall execute and deliver to the party or parties not

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

23 thereafter as Oil and/or Gas is produoed from the land covered thereby, such lease to be on the form attached hereto as Exhibit nB."

24 Upon such assignment or lease, the assigning party shall be relieved Aom all obligations thereafter accruing but not theretofore

25 accrued, with respect to the interest assigned or leased and the operation of any well attributable thereto, and the assigring party

26 shall have no furfier interest in the assigned or leased premises and its equipment and production other than the royalties retained

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

28 reasonable salvage value of the lattefs interest in any well's salvable materials and equipment athibutable to the assigned or leasod

29 acreage. The value of all salvable materials and equipment shall be determined in acoordance with the provisions ofExhibit "C,o less

30 the estimated cost of salvaging and the estimated cost of plugging and abandoning the well.** If such yalue is lss
31 than such costs, then the party assigror or lessor shall pay to the party assignee or lessee the amount of such deficit. If the

32 assignment or lease is in favor of more tlan one party, the interest shall be shared by such parties in the proportions that the

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

34 varies according to deptl, then the interest assigned shall similarly reflect such variancss.

35 Any assignment lease or sunender made under this provision shall not reduce or ohange the assignot's, lessot's or sunendering

36 party's interest as it was immedidely before the assignment, lease or surrender in ttre balance of the Contact Area; and the acreage

31 assigned leased or surrendered, and subsequent operations thereorL shall not thereafter be subject to the terms and provisions of this
38 agreement but shall be deemed subject to an Operating Agreement in the form ofthis agreement.

39 B. Renewal or Extension ofLeases:

40 If any party secures a renewal or replaoement of an Oil and Gas Lease or Interest subject to this agreemenl then all other parties

41 shall be notified promptly upon such acquisition or, in the case of a replacement Lease taken before expiration of an existing Loase,

42 promptly upon expiration of the.edsting kase. The parties notified shall have the right for a period of thirty (30) days following
43 dolivery of such notice in whioh to elect to partioipate in the ownenhip of the renewal or replacement Leasq insofar as such Lease

M affects lands within the Contract Arsc by paylng to the party who acquired it their proportionate shares of the acquisition cost

45 allocated to that part of such Lease within ttre Contract Are4 which shall be in proportion to the interest held at thaf time by the

46 parties in the Conract Area- Each party who participates in the purchase of a renewal or replacement Lease shall be given an

47 assignmentofitsproportionate interestthereinbytheacquiringparty.

48 If some, but less than all, ofthe parties eleot to participate in the purchase of a renewal or reptacement Lease, it shall be owned

49 by the parties who elect to partioipate thereiq in a ratio based upon the relationship of their respective p€rc€ntage of participation in
50 the Contact Area to the aggregate of the percentages of participation in the Contact Area of all parties partioipating in the

5l purchase ofsuch renewal or replacement Lease. The acquisition ofa renewal or replacement Lease by auy or all ofthe parties hereto

52 shall not cause a readjusfinent of the interests of the parties stated in Exhibit 'A," but any renewal or replacement Lease in whioh
53 less than all parties eleot to participate shall not be subjeot to this agre€metrt but shall be deemed subjeot to a separate Operating

54 Ageement in the form ofthis agre€ment.

55 If the interests of the parties in the Contaot Area vary according to depttl then their right to participue proportionately in
56 renewal or replacement l,eases and their right to receive an assignment of interest shall also reflect such depth variances.

57 lhe provisions of this Article shall apply to renewal or replaoement Leases whether they are for the entire interest coverod by
58 the expiring Lease or cover only a portion of its area or an interest therein. Any renewal or replacement Lease taken before the
59 expiration of its predecessor l,easg or taken or confiacted for or becoming effective within six (6) months after the expiration ofthe
60 existing Lease, shall be subject to this provision so long as this agreement is in effect at the time of such aoquisition or at the time
6l the renewal or replacement lrase becomes effective; but any Lease taken or conracted for more than six (6) months after the
62 expiration of an existing kase shall not be deemed a renewal or replacement Lease and shall not be subjeot to the provisions of this
63 agreement.

64 The provisions in this Article shall also be applicable to extensions ofOil and Gas Leases.

65 C. Acreage or Cash Contributions:

66 While this agreement is in force, if any party contracts for a connibution of cash towards the drilling of a well or any other
67 operation on the Contract Are4 such conhibution shall be paid to the party who conducted the drilling or other operation and shall
68 be applied by it against the cost of suoh drilling or other operation. If the conhibution be in the form of acreage, the party to whom
69 the contribution is made shall prompfly tender an assignment of the aoeage, without ri'arranty of title, to the Drilling parties in the
70 proportions said Drilling Parties shared the cost of drilling tho well, Such acreage shatl become a separate Conhot Area and, to the
1l extent possible, be govemed by provisions identicat to this agreement. Each party shell promptly noti! all other parties of any
72 acreage or cash conhibutions it may obtain in support of any well or any other operation on the Contract Area- The above
73 provisions shall also be applicable to optional dgbts to eam ,rcreage outside the Contact Area which are in support of well drilled
74 insideContractArea-

r' S€e Article XVLL -14-
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If any party confiaots for any consideration relating to disposition of such partt's share of substan'ces produced hereunder,

such consideration shall not be deemed a contibution as contemplafed in this Artiole VIII.C.

D. Assignmeng Maintenance of Unifurm-Interest:

No party shall sell encumber, tansfer or make other

disposition of i8 interest in the Oil and Gas Leases and Oil and Gas Interests embraced within the Confact Area or in wells,

equipment and production unless such disposition covers either:

l. the entire interest of the party in all Oil and Gas Leases, Oil and Gas Interests, wells, equipment aud produotion; or

2. an equal undivided percent of the party's present interest in all Oil and Gas trases, Oil and Gas Interests, wells,

equipment and production in the Contact Area

Every salq encumbrance, fansfer or other disposition made by any party shall be made expressly subjeot to this agreement

and shall be made without prejudica to the right of the other parties, and any tansferee of an ownenhip htorct 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
ttre tansfer of ownership; provided, however, that the other parties shall not be required to reoognize any such salq

encumbrance, tansfer or other disposition for any purpose hereunder until thirty (30) days aftu they have received a oopy of the

insfrument of tansfer or otler satisfactory evidence thereof in writing from the tansferor or fransferee. No assignment or other

disposition of interest by a party shall relieve such party of obligations previously incuned by such party hereundu with respect

to the interest fransfened, including without limitation the obligation of a party to pay all costs athibutable to an operalion

conducted hereunder in which such party has agreed to participate prior to making such assignmenl and the lien and security

interest granted by Article VII.B. shall oontinuo to burden the interest tansfened to seoure payment ofany such obligations.

If, at any time the interest of any party is divided among and ovmed by four or more co.owners, Operator, at its disoretion,

may require suoh oo-orvnen to appoint a single trustee or ager* with full authority to receive notices, approve expenditures,

receive billings for and approve and pay such party's share of the joint expenses, ad to deal generally with, and with power to

bin4 the co-owners of such party's interest within the scope of the operations eoobraoed in this agreemenl however, all such co.

ownen shall have the right to enter into and exeoute all oontuaots or agreements for the disposition of their respective shares of
the Oil and Gas produced from the Contact Area and they shall have the right to receive, separately, payment of the sale

prooeeds thereof. See Arttcle XVI.C for additional provisions.

f,. \Yaiver of Rights to Partition:

If permitted by the laws of the state or states in which the property covered hereby is locate{ each party hereto olrning an

undivided interest in the Contract Area waives any and dl rights it may have to partition and have set aside to it in severalty its

undivided interest therein.

@
@

is€q it sha$ ersrFgy give rwi mti

er to diqpese ef its int€resb by mer r
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ARTICLEDL
INTERNAL REVENUE CODf, ELf,CTION

IN for federal income tax purposes, this agreement and the operations hereunder are regarded as a parhership, and if the

parties have not othersrise agreed to form a ta:r paxhership pursuant to Bxhibit nG" or other agreement between thenu each

party thereby affected elects to be excluded from the application of all of the provisions of Subchapter "I!n Chapter l, Subtitle

"4" of the Intemal Revenue Code of 1986, as amended ('Code"), as permified and authorized by Section 761 of the Code and

the regulations promulgated thereunder. Operator is authorized and directed to execute on behalf of each party hereby atrected

such evidenoe of this eleotion as may be required by the Secretary of the Treasury of the United Stahs or the Federal Intemal

Revenue Service, including specifically, but not by rray of limitatior! all of the returns, stat€ments, and the data required by

Treasury Regulation $1.761. Should there be any requirement that each party hereby affected give firther evidence of this

electiorq each such party shatl execute such documents and fumish such other evidence as may be required by the Federal Intemal

Revenue Service or as may be nec€ssary to evidence this election. No such party shall give any notices or take any other action

inconsistent with the election made hereby. If any present or future income tax laws of the state or stat€s in which the Contacl
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter oll' Chapter

1, Subtitle ]',t" of the CodE, under which an eleotion similar to that provided by Section 761 of ttre Code is permitted each party

hereby affected shall make such eleotion as may be permited or required by such laws. In making the foregoing eleotioq each

such party states that the income derived by such party from operations hereunder can be adequately determined without the

computation of partrenhip tamble income'.

ARTICLE)L
CLAIMSAND L\WSUITS

Operator may settle any single uninsured third party damage claim or suit arising ftom operations hereunder if the expenditure

does not exceed Fiftv Thousand ard no/l00 Dollan ($5Q000.00 ) and ifthe 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 furttrer handling of the claim or sui! unless such authority is delegated to Operator. All costs and expenses of handling settling
or otherwise discharging such claim or suit shall be a the joint expense of the parties participating in the operation fiom which the

olaim or suit arises. If a claim is made aginst any party or if any party is sued on account of any mafier arising fiom operations

hereunder over which such individual has no control because of the rights given Operator by this agreemen! suoh pany shall

immediately notiff all other parties, and the claim or suit shall be ftafed as any other claim or suit involving operdions herounder.
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ARTICLEXL
FORCEMAJEURE

If any party is rendered unablg wholly or in part by foroe majeure to carry out its obligations under this agreemen! other

than the obligafion to indemnifr or make money payments or fumish secudty, thaf party shall give to all other parties

prompt written notice of the force majeure with reasonably full particulan oonceming i[ thereuporl the obligations of the

party gwing the notice, so far as they are affected by the force majeure, shall be suspended during but no longer thaU the

oontinuance of the force majeure. The term "force majeure," as here employed, shall mean an act of God, stike, lockout, or

other industrial disturbance, act of the public enemy, war, blockade, public riot lightening fue, stonn, flood or other act of
nature, explosiorg govemmental actioq governmental delay, reshaint or( inaotiorL unavailability of equipment and any other

cause, whether of the kind speciflcally enumerated above or otherwise, whioh is not reasonably within the contol of the party

claiming suspension.

The afrected party shall use all reasonable diligence to remove the force majeure situation as quickly as praoticable. The

requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes,

lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shatl be handled shall

be entirely within the discretion of the parly concemed.

ARTICLEXII.
NOTICES

All notioes authorized or required between the parties by any of the provisions of this agrecment, unless otherwise

specifically provided,. shall be in writing and delivered in penon or by United States mail, courier servioq ielegranr, telex,

telecopier or any other form of facsimilq postage or charges prepaid, and addressed to such parties at ttre addresses listed on

Exhibit "4" All telephone or oral notices permitted by this agreement shall be confinned 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 suoh notioe is directe4 and the time for suoh party to deliver any notice in rosponse thereto shall run from the dale

the originating notice is received. "Reoeipt" for purposes of this agreement with respeot !o written notice delivered hereunder

shall be actul delivery of the notice to the address of the party to be notified specified in accordance wittr this agreemen! or

to the teleeopy, 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 ofrce of the courier or telegraph service, or upon tansmittal by telex, telecopy

or faosimile, or when penonally delivered to the party to be notified, providod, thd when response is required within 24 or
48 hours, suoh response shall be given orally or by telephonq telex, telecopy or other facsimile within such period. Eaoh pany

shall have the right to chaoge its address al any timg and from time to timg by giving written notice thereof to all other

parties. If a party is not available to receive notice orally or by telephone when a party atrempts to deliver a notice required

to be delivered witttin 24 or 48 hours, the notioe may be deliverod in writing by any other method specified herein and shall

be deemed delivered in the same maoner provided above for any rosponsive notice.

ARTICLE XIIL
TDRMOFAGREEMENT

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 of time selected beloq provided however, no party hereto shall ever be constued as having any right, title
or interest in or to any Lease or Oil and Gas Interest contributed by any other party beyond the term ofthis agreement.

El in

is€,

E Option No. 2: isiea

quas+itieq $This agreement shall continue in force so long as an)'-su€h of production, and for an

additional period of 180 days thereafter; provided, however, tq prior to the expiration of such

additional period, one or more of the parties horoto are engaged in drilling Reworking Deepening Sidetracking

Plugging Bach testing or attempting to Complete or Re-complete a well or wells hereundeq this agreement shall

oontinue in force until such operations have been completed and if production results therefronr, this agreement

shall continue in force as provided herein. In the event the well described in Article VI.A, or any subsequent well

clrilled hereunder, results in a dry holq and no other well is capable of producing Oil ancl/or Gas from the

Contact Area, this agreement shall terminate unless drilling Deepening Sidetracking Completing Re-

completing Plugging Back or Reworking operations are commonced within 180 days ftom the

date of abandonment of said well. 'Abandonmentn 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 from the conduct of any

operations on the well, whichever first occurs.

The termination of this agreement shall not relieve any party hereto from any expense, liability or other obligation or any

remedy therefor whioh has accrued or attached prior to the date of such termination.

Upon termination of this agreernent and the satisfaction of all obligations hereunder, in the event u r..ot-6*1 6f this

Operating Agreement has been filed of record Operator is authorized to file of record in all necessary recording offices a

notice of termination, and each paxty hereto agrees to execute such a notice of termination as to Operaio/s interes! upon

request ofOperalor, ifOperator has satisfed all its financial obligations.

ARTICLEXTV.
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 Contract Area is looated, to tho valid rules,

regulations, and orders of any duly constituted regulatory body of said stde; sd to all other applicable federal, state,

and local laws, ordinanoes, nrles, regulations and orders.

B. Governing Law:

This agreement and all matters pertaining hereto, including but not limited to matters of performance, non-
performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall be governed and
determined by the law of the state __Ohio .

C. Regulatory Agencies:

Nothing herein contained sball grant, or be conshued to gran! Operator the right or authority to waive or release any
rights, privileges, or obligations which Non0perators may have under federal or state laws or under rules, regulations or

-t6-
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orders promulgated under such laws in referenoe to oil, gas and mineral operations, including the locatioq operatioq or

production ofwells, on Eacts offsetting or adjacent to fhe Contract Area-

With respect to the operations hereunder, Non0perators agree !o release Operafor from any and all losses, damages,

rqjuries, claims and causes of action arising out of, incident to or resulting directly or indirectty from Operato/s interpretation

or application of rules, rulings, regulations or orders of the Deparhnent of Energy or Federal Energy Regulatory Commission

or predecessor or successor agurcies to the extent such interpretation or application was made in good faith and does not

constitute gross negligence. Each NonOperator further agrees to reimburse Operator for such Non0peratofs share of
production or any refund fine, levy or other governmental sanction that Operator may be required to pay as a result of such

an incorrect interpretation or application, together with interest and penalties thereon owing by Operator as a result of suoh

incorrect interpretation or application.

ARTICLEXV.
MISCELI,ANEOUS

A. Execution:

This agreement shall be binding upon each NonOperator when this agreement or a counterpart thercof has been

executed by such Non{perator and Operator notwithstanding that this ageement is not then or thereafter exeout€d by all of
the parties to which it is tendered ol which are listed on Exhibit "A" as owning an interest in the Contact Area or which

own, in fact an interest in the Confact Area. Operator may, however, by written notice to all Non0perators who have

become bound by this agreement as aforesai4 glven 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 specified in Article VI.A for commencement of the Initial Well, terminate this

agreement if Operator in its sole discretion determines that there is insufficient partioipation to justify commencement of
drilling operations. In the event of such a termination by Operator, all flrther obligations of the parties hereunder shall cease

as of suoh termination. Il the event any Nonoperator has advanced or prepaid any share of drilling or other costs

hereunder, all sums so advanced shall be retumed to such Non-Operator without interesl In the event Operator proceeds

witl drilling operations for the Initial Well without the execution hereof by all posons listed on Exhibit uAu as having a

current working interest in suoh well, Operator shall indemniff Non4peraton with respect to all costs incurred for the

Initial Well which would have been oharged to such person undsl this agreement if such person had exeouted the same and

Operator shall receive all revenues which would have been recoived by such person under this agreement if such person had

executed the same.

B. Successors anil Assigns:

This agreement shall be binding upon and shall inuro to the benefit of the parties hereto and their respective hein,
devisees, legal representatives, suocesso$ and assigns, and the terms hereof shall be deemed to run with the Leases or

Interests inoluded within the ContraotArea"

C. Counterparts:

This instument may be executed in my number of oountorparts, each of whioh shall be considered an original for all
purposes.

D. Severability:

For the prrrposes of assuming or rojeoting this agreement as an exeoutory contact pursuant to federal banlruptoy laws,

this agreement shall not bo severable, but rather must be assumed or rejeoted in in entirety, and the failure of any party to

this agreement to comply with all ofib finanoial obligations provided herein shall be a material default

ARTICLEXVI.
OTHE,RPROVISIONS

A" SEOUENCT OF OPERATIONS - VERTICAL

l. When any well authorized under the tems of this Agreement etther by ell partiq or by one or more but lcs than all parties, has been
drllled to tA objective depth and the partles participating tlereln cannot mutually agnee upotr tle sequence and timlng of further
operafons rtgarding such well, lhe following proposals shall control in the oriler hereafter enumerated:

a. A_proposal to do addidonal logging, corlng or tctlng provided that, in the eyent a dlsagreement edcb as to the tesdry to be performed
on the well at any depth, tcting shall be perfomed as follows:

i) Any logging, coring or testlng provlded in a prognosis or AFf, shall be conducted for theJoint account;

il) Any additlonal logglng cor:ing or testing shall be performed by tle operator at the sole cost, risk, expense and Uability, lncludlng
indemnlficatlon agal$t loss of holq of the pardes elqttng to pardclpate ln such addidonal operafons, and such parfcipaffng pardes shall
be erclusively entitled to the lnformatlon obtained therefrom; provided, however, no such addidonal tesdng shall be performed on a well
then producing in paytng quanffies unless all worhng interest owners ln such well consent to such t6dng.

b. A proposal to attempt to completethewellatlS obJectlve depth;

q-_^-- A_Crgp*gltl to ptug back and attempt to complete sattl well in prospectfue zones at lesser deptts, with priorlfies given ln
ascenomg oruer;

d. A proposal to deepen the well lo deeper formadons 'hnn theretofore approved with priorltles glven iu dercending order;

e A proposal to sidetmckthewell toa ney bottom holelocation;

f, A proposal to plug and abandon tlcwell

2. In the €vent a well dtllled puttuant hereto ls ln such a condition that, at the ttne the pardctpating pardes are considertng
anyoftheaboveproposalsthattntleopinionofthe Operator, a reasonablg prudent operator would not conduct the operaffons
contemplated by a prticular proposal for fear of placlng the hole, life or property in Jeopardy of toslng same prior to comptedng such
well at ib obJective depth, such electlon shall not be given the priority set forlh above"

B. SEOUDNCEOI'OPERATIONS-HORTZONTAL

1. lYhen any well authorized under the terms of this Agrcement, etther by all prdes, or by one or more but less than all partles, has been
drllled to its obJective depth and the parties participating therein cannot mutually agree upotr the sequence and tlming of further
operadons regardlng such well, lhe followlng proposals shall control ln the order hereafter enumeraled:
a. Attempt compledon ofdr"illing operations on all proposed lsterals;
b. Deepenanylateral;
c. Attempt a Compledon ln a lateral, including tesdng and logging;
d. Klck out and drill addtttonal lateral(s) in the same formation;
e. Sldetrackwell to a dlflerent fomaffon;
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[, Plug backand attempt Completion in ascending orderfrom deepestto shallowct deplhs;
g. Deepcn a well from the vertlcal sec{ion ofthe wellbort below the aufiorlzed depttr in decending order from shallowest to deepest

deptbs;

h. Abandon ltre well punuant to Article VLE
In lle event a well drilled punuant hereto is in such a condidon that ai tle l.lme tle pardclpatlng parties are consldering any of tle above
prcpomls that, in the opinion of the Operator, a reasonablg prudent operator would not conduct the operatlons contemplated by a

pardcular proposal for fear of placing the holg life or property tn jeopardy of losing same prior to completing such well at ib
obJecXlve depth, guch election shall not be given the priority set forth above

c. TRANSTDROI'INTERESIS

A pa.rly-qay sell, transfer, or assign all or any undMded part of ib interet in tle leases and all wells and equipme1t covered hereby
prdvld6d thrit:

I. Any such salg transfer, or a$signment shall be made only to a ffnanclally responsible party or parties;

2. Such party shall provlde the Operator a copy of the fully executed assignment wtthln thtrty (30) days after all signatures otr the
assignment have been obtained;

3. Such party shall incorporate ln such instrument, evldencing the salg transfer, assignment, or ottrer disporidon, a provislon making
the same expressly subject to this Agreement and shall obtain (and ftrmlsh to ttre other partic) such tmnsferee's wrttten co6ont to be
bound by all the provisions oftlls Agreement

D. STJBDTVISION OI'INTERESTS

If at any ffme the lnterct of any party is divided among and owned by three or more co-ownen, Operator rcserres the rlght to require that
such co-ownen appotrt a single trustee or agetrt wtth fulI authority to recelve nodces, approve erpenditureg recefue billlngs for and
approve and pay such party's share of the joint erpenseg and to deal generally wlth, and with power to bind, tle co-ownen of such party,s
interesa wfthin the scope of the operations embraced in this Agreemetrq hory€ver, all such co-owners shall have the rlght to enter into and
execute aII contracb of agreemenb for the disposidon of their respectfue sharer of the oll safl saq produced from the Contract Arca and
they shall have the dght to recelvg separately, payment of the sale proceeds tlereot, Until the trustee or agent is appointcd, the party who
asigned to one or more cGowners shall be consldered for all purposrxr hereofas such trust€e or agent wtth atl rights and responsibillties
thereofi, The trustee or agent appolnted or deemed to be appointed hereunder shall be lirrble to Opentor for all cosb, expensc and
llabtltdes lncurred puauanl to thls Agreement attrtbutable to ttre interets for which xhe trustee or agent ls appolnted or deemed to be
appotnted. Opentor shall not be r€qulred to account separately for ttre separate tnterdts reprcsented by the fuustee or agent

E. SIIBSEOUENTLY CREATEDINTERESTS

Notwtthstanding any provlslons of thls Agreement to the contmry, if any Party hereto shall cr€ate an overr{dlng royalty, production
payment, net proceeds interdt' or otler slmilar interest ln excess ofa elghty percent (80%) net revenue intercg proportionatety reducert,
subsequent to the effectlve date of llls Agreemen! or if such an hterest was created prior to the effecffve ilate hereof but was nelther
recorded in the county ln which the Contmct Area is located (any such lnterest created under the clrcumstarc* hereln menfoned shall
hereafter be refened to as a oSuboequenfly Created Inter6f) such Subsequently Created Intertst shall be specifically subJect to all of the
terms and provislons of ttrls Agreement, as follows:

(1) If non-consent opentions arc conducted purspant to any provision of this Agreemenq and ttre Party or Pardes conducdng such
operations become entitled to recefue the producdon attributable to the lnterest out ofwhich the Subsequentty Creatert Interest is derlveq
such Party or Pardes shall receive same free and clear of such Subsequently Created Itrterest The Party creathg same shnll bear and pay
all such Suboequently Created Interests and shall Indemni$ and hold the other Parties hereto free and hamless from any and all liablllty
resuldng tlere from.

@ Il the owner of the interet from which a Subsequently Creatcd Interet ls derived fails to pay, when dug lts share of erpenses
charyeable hereunder, any lien granted the other Pardes hereto under any proviriors hereol lncluding, but not limlted to, Artlcles VILB,
XVLI(, and Exhibit sH', or under the appropriate state statutes shall cover and afrect Subsequently Created Interet and the rights ofthe
Pardes shall be the same as lf the Subsquently Created Interest had not been created. The owner of the interest from which such
Subsequenfly Created Interest was dertyed shall be rcponsible to the owner oi such Su@uently Created Interct for any amounts to
which the latter may be enfftled.

(3) Iftle owner ofthe intertst from which a Subsequenfly Created Interest ls dertved (i) elecb to abandon a well under lhe provision of
Arficle VLE. hereol (ll) elecb to surrender a lease (or pordon thereof) under the provlslons ofArtlcle VIILA- hereo! or (lii) etecb not to
pay rentals aftributable to ib interct in any lease and thereby ls required to assign the lease or tlat pordon or interest therein for which ft
elecb not to pay rentals to ttrose Parties paying such rental any asslgnment resultlng from such electlon shalt be free and clear of ttre
Subsequenfly Created Interest

(4) The party creadng such Subsequently Created Inlcret shall indemnify and hold the other Parties hereto harmls from any clalm or
cause of acdon by the owner of the Subrequently Created Interest based on, or relsted to, the obllgations created by such Subaequently
Created Interest

F. COSTS INCURRED BY OPERATOR: OUTSIDA LEGAL I'EES. THIRD PARTY SER\4CES. GOVERNn/m,NTAL Frr,n{cs

Notwithsrandlng anything to the conlrary contahed ln this Operadng Agreemetrt of Exhibit (g Accounting Procedurg all cosb incuned
by Operator in procurlng curative matters Xo ttre benefft of any jolntly owned leasc, poollng amendmenq prepargtion and recordlng of
poollng designadons or declarations and conducffng hear:lngs before governmental agencies or regulatory bodiesn inctudtng fees and
expenses of outslde attorneys andlor professlonal consultanb or landmen shall not be considercd as administrative overhead, and Operator
sha[ be endfled to make a direct charge against the Joint Account for same. Operator shall not chargg however, fees for legal or
consulting servlces to ttrose Pardes hereto who have elected to represent themselves before any State atrd tr'ederal agencies.

G. COMPLIANCE }ITIII TAWS AI{D ACCIJRACT OF'RECORDS

(1) Operator agre€s to comply Mth all laws and lawfrrl regulations apptlcable to any actMffes cartied out in the name of or on behalf of
any one or more ofthe pardes to thb agreement under the provisions ofthis agreoment and.for any amendments to lt
(2) Operator agrees that all ftnrncial statements, billlngs, and reporb rendertd to any one or more ofthe parties to thls agreemen! as
provided for ln this agreement and/or any amendments to tt wi[ to tle bcst of ib ]nowledge and bellef reflect property the facb about alt
actMfes and transactions hrndled for the account ofsuch party or pardes, whlch data may be reled upon as beirg oomplete and accurate
in any firrther recording and reporting made by such party or pardes for yhatever purposs.
(3) Operator agrees to not$ the other partes to this agreement promptly upon discovera of any fustance where the Operator fails to
comply with tle provlston(l) above or where Operator has rrason to believe data coyered by (2) above ls no longer accunte and complete
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H. COMMENCEMENTOFOPERATIONS

For the purpose ofArdcles YLB.I. and VLB.2., Operator may commenoe actlvldes prelimtnary to actual ddlllng operations, including
without limitadon bultdtng locadon, roads and pib, deliverlng materlals and equipment to the well site, rigging up a drtlllng rlg and/or
actual drllllng operadons at any tlme either before or after gMng the notice of proposed operaffons rcqulred by sald Articlc.
Notwithstandlng the foregotn& the pardes receMng notice of proposed operatotrs puauant to Ardclc VLB.I and vLB.2 shall have tle full
time allowed in whlch to make thelr election(s) and shall be subject to tle non-consent provlslons thercofto the same extent and in the same

tnatrner as provtded ln said Ardcle VLB. without reference to tle tirne that such actMdes were commenced relatfue lo giving nodce
Nothlng ln thls provlsion shall serve to extend the time within which Opentor is requircd to commence operations purruatrt to Article
VLB.I sndVLB2.

L DEIINITION Otr'TIIE TTRM "PLUG AIID ABAI\DON TIIE IVELL"

It is undentood and agreed that as used hereh, ttre phnses rrplug and abandon the well g! pluggtng and abandoning tle well" shall be

deemed to include all cosb assoclrted wtth plugglng and abandonment of a well and restoratlon of the sur{acg lncludlng, but not llmited
to, any cosb of rtmediating contaminado& to the extent that remediadon and/or restoradon ls requlred by applicable laws or reguladons
or by prevaillng oll field practlces.

J. CASING POINT ELECTION

ElOotton No.2 All necessaty expenditurer for the drllling or deepening and tesdng ofthe a vertical well When such well has reached tb
autlorized depth, and all iesb have been completed, and the rtsulb thereof furnished to the pardes, Operator shall glve lmmediate notice

to the Non-Operators who have the rlght to pardcipate ln the compledon cosb. The partles receMng such nodce shall have forty-elght

(48) houn (exclusive ofSatulday, Sunday and legal holidays) in whlch to elect to parficipate in the setting ofcasing and the compledon at-

tempt Such electlon, when made, shall Include consent to all necessary expetrditurcl for the complefng and equipplng ofsuch we[ in-

cludlng treceslarT tankage and/or surface facillffes. Failure of any party receMng such notice to reply within the perlod above ffred shall

consftutc an elecfion by that party not to participate in the cost of the complefon attempt If one or mort, but les than all of the parties,

elect to set pipe and to attempt a compleflon, the provisions of Ardcle W8.2. hereof (the phrase "reworhng deepening or pluggtng

backo as contained in Article VLB.2. shall be deemed to include "complefng") shall apply to the operaffom thereafter conducted by lcs
than all parties

IC DISPOSAL OF STJRPLUS MATT,RIAL

Operator may dlspose of any items of surplus or obsolete materials or equipmenN lf the cument prlce of new mater{ats or equipment
slmllar thereto is lcs than fffty thorrand dollars ($50,0ffi).

L. NOTICE OF' LIEN AND MORTGAGtr . FINAI\ICING STAITMEM

Each party to thls agreement ntifes and agrees to execute a irNoffce of Lien and Mortgage -Financing Staternent't in the form attached
hereto as Exhibit ilHil simultaneously with their execufon of this agreement Each party further authorizc the Opentor to fle such
instrument in the appropdate recotds ofthe county or countlc where the contract lands are located and ln the Unifom Commercial Code
records of the appropriate Secretary of Statefs office and/or such other records as may be required under applicable state lqw to fulty
perfect the security intertsts cr€ated hereh

II{. COMLICT BETWEEIVAf,'E AND COPAS

Ifany cosb llsted in approved Atr'E confllctwlth ttre provisions ofExhibit rrCr, the provisions ofExhiblttiC'! shall prevail unless such
Atr'E when submitted for approval, clearly ard fully dlsclosed tbat such cosb were an ercepllon tq or in confllct wfth, Rrhlbit trCtr.

N. ACCESS TO CONTRA T AREA AND INFORMATION

No Non-Congent Party under Arficle VLB. or Artlcle VLC1, shall have access to Oe well slte with resp€ct to the appllcable operadon, and
such Non-Consendng Party shall not be endfled to recelvg and shall not be glven or provlded with any lnformadon reladng to rhat
operado& inclutling any notices, applications, reports or slmllar informafon under Ardcle V.D.S, until the Consenting Parties haye
recouped the non consenfing penalty provided for in Article vI.B wlth repect to ttrrt operatioL

o. coMllcTs
In the event this Operating Agreement is subject to a separate to a separate Unlt Agreement for the Ilevelopment of the 7.tnk Meyer Unlt B
and ttrere ls a confllct between the provlslons of the Operating Agreemeng includlng thls Ardcle XVI, and such Utrit Agreemen! the
provisions of ttrls Operating Agreement, including thk Ardcle XVI, shall prwail and control This Operating Agreement is intended to
cover the parde' respective interesb ln the Unitized tr'ormaffon"

P. BI.IRDDNS

Operator will pay all royaltic atrd overtiding royaltles which burden production from the Contract Area (ottrer tlan any royalffes or
overridlng royaltles which constltute Subsequendy Created Interesb under the tems of Ardcle XWD), it belng understood and agreed
thal for so long as Operator ls maldng such paymenl the propordonste tnterest of each Non-Operator in such pmducdon shqtt be reduced
by the amount of such burdens. Non-Operator agroes to: 1) Promptty provide Operator any lnformaffon and documentadon rtasonably
requested by Operator that may facilitate such paymenti and 2) Protect, indemnlfy, defend and hotd harmless Operator from any ctqtms
llabilides or causqr ofaction relad 1o such payment It ls understood and agreed that Operator rnay elect b have Non-Operators pay
their shart of any royaltlc sld overriditrg royaldes upon ono.hundred twenty (120) days wrltten notlffcafon, provided that, within slxty
(60) days of providittg such notificatlon' Operator shall provlde Non-Operatorr with cople of aII infornadon and documentatlon In
Operator's lmrseion (without naking any r€prgetrtaffon as to ttre completeness or accuracy of such hformaffon and documentation)
which ls nsoessaq/ or usefol ln making such payment, and shall cooperate wlth any reagonabte requesb made by Non-Operators for
assistance ln setting up such payments,

Q. CONTRACT DISCREPATTCIES

Thls Arficle XW is intended to modify and supplement the other provhions of thls Agreement In the event of any dlscrepancies between
the tetms of thls Ardcle XYI and the rcmalnder of this Agreement, the teims of Atticle XVI shall control

35

36
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The decriptive headings used ln this Agreement arr for convenience only and will not be deemed to affect ttre meaning ofany provision in
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IN WTINESS WHEREOF, this agreement shall be effective as of the _ day of

ATTEST ORWITI\ESS: OPERATOR

XTO ENERGYINC.

Edwin S Ryarq 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

Tax ID or S.S. No.

Type or print name

Title

Dato

By

By

By

By

-21-
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ACKNOWLEDGME}ITS

Note: The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts.

The validity and effect of these forms in any state will depend upon tJre stafutes of thal sAte.

Acknowledgment in representative capacity:

OPERATOR

State of

County of

This instrument was acknowledged before me on

Edwin S- Rvan- fr-

Senior Vice-President Land of XTO Enerey Inc.. a Delaware corporation. on behalfofsuch corporation

(Seal, ifany)

Title (and Rank)

My commission expires:

NON.OPERATORS

State of

County of

This instrument was acknowledged before me on

) ss.

)

by

) ss.

)

by

(Seal, ifany)

State of

County of

This instrument was acknowledged bsfore me on

Title (and Rank)

My commission expires:

) ss.

)

by

of

Titlo (andRank)

(Seal, ifany)

a2-

My commission expires:
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EXHIBIT “A” 

ATTACHED TO AND MADE PART OF THAT CERTAIN OPERATING AGREEMENT 
DATED NOVEMBER 18, 2015, BY AND BETWEEN XTO ENERGY INC. AS 
“OPERATOR”, AND ___________________________ AS “NON-OPERATORS” COVERING 
THE ZINK MEYER UNIT B IN MONROE COUNTY, OHIO. 

1. Description of lands subject to this Agreement:

673.439 acres of land, more or less, being the same lands described herein on Exhibit “A”
and as depicted on Exhibit “A-1”.

2. Description of depths, formations, or substances subject to this Agreement:

The stratigraphic equivalent to fifty (50) feet above 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 (50) 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

Ascent Resources – Utica, LLC
301 N.W. 63rd Street, Suite 600
Oklahoma City, OK 73116
ATTENTION:
Serena Evans
Kade Smith

Phillips Exploration, LLC.
Use same information as provided above for XTO Energy Inc.

CNX Gas Company LLC
One Energy Drive
Jane Lew, WV 26378
David W. Aman

Gulfport Energy Corporation
14313 N. May Ave., Suite 100
Oklahoma City, Oklahoma 73134
ATTENTION:
Lester Zitkus

Hess Ohio Developments, LLC
1501 Mckinney Street
Houston, TX 77010
ATTENTION:
Julia Johnson

Paul D. Forni, et al
49960 German Ridge Road
Beallsville, OH 43716
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4. Percentages of fractional interests of parties to this Agreement: 
 

 
Operator      Working Interest %  

 
 XTO Energy Inc.     38.118015% 
 
 Non-Operator 
 
 *Ascent Resources – Utica, LLC   20.921629% 
  
 *Phillips Exploration, LLC    7.301330% 
 
 CNX Gas Company, LLC    28.224384% 
 

Gulfport Energy Corporation    0.831404% 
 

**Paul D. Forni, et al (unleased)    4.454746% 
 
**HESS Ohio Developments, LLC (unleased)  0.074246% 
 
**CNX Gas Company, LLC (unleased)   0.074246% 
 
 

        
 TOTAL      100.000000% 
 
 *Party not subject to this Operating Agreement. 
 **Party owns subject interest in fee. 
 
 
5. Oil and Gas Leases and Lands Subject to Agreement: 
 

1. Paid Up Oil and Gas Lease dated March 11, 2014, between Irwin L. Riggenbach and 
Marilyn Diane Riggenbach, husband and wife, as Lessors, and XTO Energy Inc., as 
Lessee, a Memorandum of which is recorded at Book 277, Page 162, Records of 
Monroe County, Ohio. (Tract 1 as depicted on Exhibit “A-1”.) 

 
2. Paid Up Oil and Gas Lease dated March 11, 2014, between Starling R. Zink and 

Linda A. Zink, husband and wife, as Lessors, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 277, Page 164, Records of Monroe 
County, Ohio. (Tract 1 as depicted on Exhibit “A-1”.) 

 
3. Paid Up Oil and Gas Lease dated June 19, 2015, between GDC Monroe Properties, 

LLC, as Lessors, and XTO Energy Inc., as Lessee, a Memorandum of which is 
recorded at Book 314, Page 150, Records of Monroe County, Ohio. (Tracts 2 and 21 
as depicted on Exhibit “A-1”.) 

 
4. Paid Up Oil and Gas Lease dated August 1, 2015, between Robert E. Bryte and 

Rebecca A. Bryte, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 316, Page 822, Records of Monroe 
County, Ohio. (Tract 2 as depicted on Exhibit “A-1”.) 

 
5. Paid Up Oil and Gas Lease dated August 1, 2015, between Carol Anne Dingman, a 

single woman, as Lessor, and XTO Energy Inc., as Lessee, a Memorandum of which 
is recorded at Book 316, Page 816, Records of Monroe County, Ohio. (Tract 2 as 
depicted on Exhibit “A-1”.) 
 

6. Paid Up Oil and Gas Lease dated August 1, 2015, between Brian R. Thurman and 
Patti L. Thurman, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 316, Page 820, Records of Monroe 
County, Ohio. (Tract 2 as depicted on Exhibit “A-1”.) 

 
7. Paid Up Oil and Gas Lease dated August 1, 2015, between Robert D. Matheus and 

Donna George, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 316, Page 826, Records of Monroe 
County, Ohio. (Tract 2 as depicted on Exhibit “A-1”.) 
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8. Paid Up Oil and Gas Lease dated August 1, 2015, between Cheryl L. George, a single 
woman, as Lessor, and XTO Energy Inc., as Lessee, a Memorandum of which is 
recorded at Book 316, Page 824, Records of Monroe County, Ohio. (Tract 2 as 
depicted on Exhibit “A-1”.) 

 
9. Paid Up Oil and Gas Lease dated August 1, 2015, between Michael George and 

Deborah F. George, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 316, Page 818, Records of Monroe 
County, Ohio. (Tract 2 as depicted on Exhibit “A-1”.) 

 
10. Paid Up Oil and Gas Lease dated September 28, 2011, between Richard L. Miller and 

Gloria N. Miller, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 212, Page 540, Records of Monroe 
County, Ohio. (Tract 3 as depicted on Exhibit “A-1”.) 

 
11. Paid Up Oil and Gas Lease dated August 12, 2013, between Jerry M. Palmer and 

Beulah Marijo Palmer, husband and wife, as Lessor, and Gulfport Energy 
Corporation, as Lessee, a Memorandum of which is recorded at Book 260, Page 686, 
Records of Monroe County, Ohio. (Tract 4 as depicted on Exhibit “A-1”.) 

 
12. Paid Up Oil and Gas Lease dated February 13, 2012, between Mike Baters and Jayne 

Baters, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 222, Page 275, Records of Monroe 
County, Ohio. (Tract 5 as depicted on Exhibit “A-1”.) 

 
13. Paid Up Oil and Gas Lease dated November 20, 2012, between Mark A. Forni and 

Luann C. Forni, husband and wife, as Lessor, and CNX Gas Company, LLC, as 
Lessee, a Memorandum of which is recorded at Book 246, Page 348, Records of 
Monroe County, Ohio. (Tract 6 as depicted on Exhibit “A-1”.) 

 
14. Paid Up Oil and Gas Lease dated April 10, 2013, between Mark A. Forni and Luann 

C. Forni, husband and wife, as Lessor, and CNX Gas Company, LLC, as Lessee, a 
Memorandum of which is recorded at Book 254, Page 60, Records of Monroe 
County, Ohio. (Tract 7 as depicted on Exhibit “A-1”.) 

 
15. Paid Up Oil and Gas Lease dated September 28, 2011, between Starling R. Zink and 

Linda A. Zink, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 211, Page 749, Records of Monroe 
County, Ohio. (Tracts 8, 9 and 10 as depicted on Exhibit “A-1”.) 

 
16. Paid Up Oil and Gas Lease dated September 28, 2011, between Marilynn 

Riggenbach and Irwin Riggenbach, wife and husband, as Lessor, and XTO Energy 
Inc., as Lessee, a Memorandum of which is recorded at Book 212, Page 570, Records 
of Monroe County, Ohio. (Tracts 8, 9 and 10 as depicted on Exhibit “A-1”.) 

 
17. Paid Up Oil and Gas Lease dated September 28, 2011, between Randall L. Zink, a 

single man and Randall L. Zink, Custodian for Taylor R. Zink, as Lessors, and XTO 
Energy Inc., as Lessee, a Memorandum of which is recorded at Book 211, Page 755, 
Records of Monroe County, Ohio. (Tract 11 as depicted on Exhibit “A-1”.) 

 
18. Paid Up Oil and Gas Lease dated September 29, 2011, between Charles L. Gray, Sr. 

and Rose M. Gray, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 212, Page 514, Records of Monroe 
County, Ohio. (Tracts 12 and 25 as depicted on Exhibit “A-1”.) 

 
19. Paid Up Oil and Gas Lease dated March 27, 2013, between Ryan W. Lloyd and 

Rosie May Lloyd, husband and wife, as Lessor, and CNX Gas Company, LLC, as 
Lessee, a Memorandum of which is recorded at Book 256, Page 228, Records of 
Monroe County, Ohio. (Tract 13 as depicted on Exhibit “A-1”.) 

 
20. Paid Up Oil and Gas Lease dated December 5, 2013, between The Donald Morris 

Revocable Trust, as Lessor, and XTO Energy Inc., as Lessee, a Memorandum of 
which is recorded at Book 261, Page 314, Records of Monroe County, Ohio. (Tract 
14 as depicted on Exhibit “A-1”.) 
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21. Paid Up Oil and Gas Lease dated September 29, 2011, between Scott J. Kiene and 
Amy K. Kiene, husband and wife, as Lessor, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 212, Page 516, Records of Monroe 
County, Ohio. (Tract 15 and 28 as depicted on Exhibit “A-1”.) 

 
22. Paid Up Oil and Gas Lease dated November 15, 2012, between Mary S. Howell, 

single (Life Tenant) and Robert William Stack and Lisa K. Stack, husband and wife 
(Remainderman), as Lessor, and CNX Gas Company, LLC, as Lessee, a 
Memorandum of which is recorded at Book 251, Page 664, Records of Monroe 
County, Ohio. (Tracts 16 and 24 as depicted on Exhibit “A-1”.) 

 
23. Paid Up Oil and Gas Lease dated September 12, 2013, between Four Brothers, LLC, 

as Lessor, and Gulfport Energy Corporation, as Lessee, a Memorandum of which is 
recorded at Book 256, Page 362, Records of Monroe County, Ohio. (Tract 17 as 
depicted on Exhibit “A-1”.) 

 
24. Paid Up Oil and Gas Lease dated September 28, 2011, between Randall L. Zink, a 

single man, as Lessor, and XTO Energy Inc., as Lessee, a Memorandum of which is 
recorded at Book 211, Page 757, Records of Monroe County, Ohio. (Tracts 19 and 23 
as depicted on Exhibit “A-1”.) 
 

25. Paid Up Oil and Gas Lease dated May 17, 2013, between Richard A. Hess, Sr. and 
Linda R. Hess, husband and wife, as Lessor, and CNX Gas Company, LLC, as 
Lessee, a Memorandum of which is recorded at Book 253, Page 476, Records of 
Monroe County, Ohio. (Tract 20 as depicted on Exhibit “A-1”.) 

 
26. Paid Up Oil and Gas Lease dated September 29, 2011, between Ronald L. Isaly and 

Maxine E. Isaly, husband and wife, as Lessors, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 212, Page 536, Records of Monroe 
County, Ohio. (Tract 26 as depicted on Exhibit “A-1”.) 

 
27. Paid Up Oil and Gas Lease dated September 29, 2011, between Thomas Dunn and 

Joyce Dunn, husband and wife, as Lessors, and XTO Energy Inc., as Lessee, a 
Memorandum of which is recorded at Book 212, Page 538, Records of Monroe 
County, Ohio. (Tract 27 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: 
 

a) Surface – 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 Zink Meyer Unit B, Switzerland Township, Monroe County, Ohio

Tract # Tax Map 
Number

Mineral Owner (Royalty 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 ARU Working Interest ARU Unit Participation CNX  

Working Interest
CNX 

Unit Participation
Phillips Working 

Interest
Phillips Unit 
Participation

Gulfport Working  
Interest

Gulfport Unit 
Participation

Address City State Zip Code

1 28-028007.0000 Starling R. Zink, et ux Yes 0.1740 0.5000 0.0870 0.000129 0.012919% 60.000000% 0.007751% 40.000000% 0.005168% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 52900 Krebs Hill Road Clarington OH 43946
1 28-028007.0000 Marilynn Riggenbach, et vir Yes 0.1740 0.5000 0.0870 0.000129 0.012919% 60.000000% 0.007751% 40.000000% 0.005168% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 38319 SR 800 Sardis OH 43946
2 28-021016.0000 GDC Monroe Properties, LLC Yes 39.0030 0.250000 9.7508 0.014479 1.447904% 100.000000% 1.447904% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 10980 Twist Tail Road Millfield OH 45761
2 28-021016.0000 Robert E. Bryte, et ux Yes 39.0030 0.250000 9.7508 0.014479 1.447904% 100.000000% 1.447904% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 3395 Warren Chapel Road Marietta OH 45750
2 28-021016.0000 Carol Anne Dingman Yes 39.0030 0.125000 4.8754 0.007240 0.723952% 100.000000% 0.723952% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 8580 29th Way #303 Pinellas Park FL 33782
2 28-021016.0000 Brian R. Thurman, et ux Yes 39.0030 0.125000 4.8754 0.007240 0.723952% 100.000000% 0.723952% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 6301 Silverbell Court Clayton OH 45315
2 28-021016.0000 Robert D. Matheus and Donna J. George Yes 39.0030 0.083333 3.2502 0.004826 0.482633% 100.000000% 0.482633% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 6300 Kinver Edge Way Columbus OH 43213
2 28-021016.0000 Cheryl L. George Yes 39.0030 0.083333 3.2502 0.004826 0.482633% 100.000000% 0.482633% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 6294 Kinver Edge Way Columbus OH 43213
2 28-021016.0000 Michael George, et ux Yes 39.0030 0.083333 3.2502 0.004826 0.482633% 100.000000% 0.482633% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 91 Walnut Woods Gahanna OH 43230
3 28-021017.0000 Gloria N. Miller (Curtis J. Miller) Yes 4.4640 0.3333 1.4880 0.002210 0.220955% 60.000000% 0.132573% 40.000000% 0.088382% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 51907 SR 145 Beallsville OH 43716
3 28-021017.0000 Gloria N. Miller (Gary L. Miller) Yes 4.4640 0.3333 1.4880 0.002210 0.220955% 60.000000% 0.132573% 40.000000% 0.088382% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 51907 SR 145 Beallsville OH 43716
3 28-021017.0000 Gloria N. Miller (Neil E. Miller) Yes 4.4640 0.3333 1.4880 0.002210 0.220955% 60.000000% 0.132573% 40.000000% 0.088382% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 51907 SR 145 Beallsville OH 43716
4 28-021002.0000 Jerry M. Palmer, et ux Yes 5.5990 1.0000 5.5990 0.008314 0.831404% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 0.831404% 50795 TH 1047 Clarington OH 43915
5 28-021009.0000 Mike Baters, et ux Yes 1.8590 1.0000 1.8590 0.002760 0.276046% 60.000000% 0.165627% 40.000000% 0.110418% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 50738 TR 1047 Clarington OH 43915
6 28-021013.0000 Mark A. Forni, et ux Yes 104.4830 1.0000 104.4830 0.155148 15.514843% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 15.514843% 0.000000% 0.000000% 0.000000% 0.000000% 45192 SR 800 Woodsfield OH 43793
7 28-021009.1000 Mark A. Forni, et ux Yes 5.0030 1.0000 5.0030 0.007429 0.742903% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 0.742903% 0.000000% 0.000000% 0.000000% 0.000000% 45192 SR 800 Woodsfield OH 43793
8 28-021010.0000 Starling R. Zink, et ux (Monbel Unit 2, LLC) Yes 4.2820 0.5000 2.1410 0.003179 0.317920% 60.000000% 0.190752% 40.000000% 0.127168% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 52900 Krebs Hill Road Clarington OH 43946
8 28-021010.0000 Marilynn Riggenbach, et vir (MonBel Unit 2, LLC) Yes 4.2820 0.5000 2.1410 0.003179 0.317920% 60.000000% 0.190752% 40.000000% 0.127168% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 38319 SR 800 Sardis OH 43946
9 28-028011.0000 Starling R. Zink, et ux (Monbel Unit 2, LLC) Yes 11.4320 0.5000 5.7160 0.008488 0.848778% 60.000000% 0.509267% 40.000000% 0.339511% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 52900 Krebs Hill Road Clarington OH 43915
9 28-028011.0000 Marilynn Riggenbach, et vir (MonBel Unit 2, LLC) Yes 11.4320 0.5000 5.7160 0.008488 0.848778% 60.000000% 0.509267% 40.000000% 0.339511% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 38319 SR 800 Sardis OH 43946

10 28-021024.0000 Starling R. Zink, et ux (Monbel Unit 2, LLC) Yes 6.3970 0.5000 3.1985 0.004750 0.474950% 60.000000% 0.284970% 40.000000% 0.189980% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 52900 Krebs Hill Road Clarington OH 43915
10 28-021024.0000 Marilynn Riggenbach, et vir (MonBel Unit 2, LLC) Yes 6.3970 0.5000 3.1985 0.004750 0.474950% 60.000000% 0.284970% 40.000000% 0.189980% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 38319 SR 800 Sardis OH 43946
11 28-028001.0000 Randall L. Zink (MonBel Unit 2, LLC) Yes 4.7600 0.5000 2.3800 0.003534 0.353410% 60.000000% 0.212046% 40.000000% 0.141364% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 53000 Krebs Hill Road Clarington OH 43915
11 28-028001.0000 Taylor R. Zink (MonBel Unit 2, LLC) Yes 4.7600 0.5000 2.3800 0.003534 0.353410% 60.000000% 0.212046% 40.000000% 0.141364% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 53000 Krebs Hill Road Clarington OH 43915
12 28-021003.0000 Charles L. Gray, Sr., et ux (MonBel Unit 2, LLC) Yes 63.7630 1.0000 63.7630 0.094683 9.468267% 60.000000% 5.680960% 40.000000% 3.787307% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 187 Division Street Powhatan Point OH 43942
13 28-021007.0000 Ryan W. Lloyd, et ux Yes 14.2000 1.0000 14.2000 0.021086 2.108580% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 2.108580% 0.000000% 0.000000% 0.000000% 0.000000% P.O. Box 781512 Sebastian FL 32978
14 28-021008.0000 The Donald Morris Revocable Trust Yes 60.4300 1.0000 60.4300 0.089733 8.973345% 60.000000% 5.384007% 40.000000% 3.589338% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 278 Greenlawn Lane Lowell OH 45744
15 28-022002.0000 Scott J. Kiene, et ux (MonBel Unit 2, LLC) Yes 30.0730 1.0000 30.0730 0.044656 4.465587% 100.000000% 4.465587% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 52253 Township Road 218 Clarington OH 43915
16 28-022004.0000 Mary S. Howell, single (Life Tenant) Yes 63.9410 1.0000 63.9410 0.094947 9.494699% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 9.494699% 0.000000% 0.000000% 0.000000% 0.000000% 241 West 44th Street Shadyside OH 43947
16 28-022004.0000 Robert William Stack, et ux (Remainderman) Yes 63.9410 0.0000 0.0000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 52269 TH 218 Clarington OH 43915
17 28-027005.0000 Four Brothers, LLC Yes 81.9500 1.0000 81.9500 0.121689 12.168883% 0.000000% 0.000000% 40.000000% 4.867553% 0.000000% 0.000000% 60.000000% 7.301330% 0.000000% 0.000000% 153 Blue Goose Road Fairview WV 26570
18 28-021001.0000 Paul D. Forni Yes 30.0000 1.0000 30.0000 0.044547 4.454747% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 49960 German Ridge Road Beallsville OH 43716
18 28-021001.0000 Mary Ault * Yes 30.0000 0.0000 0.0000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 45308 S.R. 78 Woodsfield OH 43793
18 28-021001.0000 Margaret Yost * Yes 30.0000 0.0000 0.0000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 24 Elm Street Rittman OH 44270
18 28-021001.0000 Deborah Ann Els * Yes 30.0000 0.0000 0.0000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1704 Powell Road August GA 30909
18 28-021001.0000 Linda Dianne Casey * Yes 30.0000 0.0000 0.0000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1670 Powell Road August GA 30909
19 28-012003.0000 Randall L. Zink (MonBel Unit 2, LLC) Yes 60.9060 1.0000 60.9060 0.090440 9.044027% 60.000000% 5.426416% 40.000000% 3.617611% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 53000 Krebs Hill Road Clarington OH 43915
20 28-012016.0000 Richard A. Hess, Sr., et ux Yes 1.4400 1.0000 1.4400 0.002138 0.213828% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 0.213828% 0.000000% 0.000000% 0.000000% 0.000000% 51200 Boltz Hill Road Clarington OH 43915
21 28-021018.0000 GDC Monroe Properties, LLC Yes 25.4540 1.0000 25.4540 0.037797 3.779704% 100.000000% 3.779704% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 10980 Twist Tail Road Millfield OH 45761
22 28-027007.0000 CNX Gas Company, LLC No 1.0000 0.5000 0.5000 0.000742 0.074246% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1000 Consol Energy Drive Canonsburg PA 15317
22 28-027007.0000 Hess Ohio Decelopments, LLC No 1.0000 0.5000 0.5000 0.000742 0.074246% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1501 McKinney Street Houston TX 77010
23 28-012019.0000 Randall L. Zink (MonBel Unit 2, LLC) Yes 22.1500 1.0000 22.1500 0.032891 3.289088% 60.000000% 1.973453% 40.000000% 1.315635% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 53000 Krebs Hill Road Clarington OH 43915
24 28-022013.0000 Mary S. Howell, single Yes 1.0070 1.0000 1.0070 0.001495 0.149531% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 0.149531% 0.000000% 0.000000% 0.000000% 0.000000% 241 West 44th Street Shadyside OH 43947
25 28-022005.0000 Charles L. Gray, Sr., et ux (MonBel Unit 2, LLC) Yes 3.8290 1.0000 3.8290 0.005686 0.568574% 60.000000% 0.341145% 40.000000% 0.227430% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 187 Division Street Powhatan Point OH 43942
26 28-012002.0000 Ronald L. Isaly, et ux (MonBel Unit 2, LLC) Yes 16.4720 1.0000 16.4720 0.024460 2.445953% 60.000000% 1.467572% 40.000000% 0.978381% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 51585 State Route 536 Clarington OH 43915
27 28-012004.0000 Thomas Dunn, et ux (MonBel Unit 2, LLC) Yes 8.4950 1.0000 8.4950 0.012614 1.261436% 60.000000% 0.756861% 40.000000% 0.504574% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 50830 German Ridge Road Powhatan Point OH 43942
28 28-022003.0000 Scott J. Kiene, et ux (MonBel Unit 2, LLC) Yes 0.8730 1.0000 0.8730 0.001296 0.129633% 60.000000% 0.077780% 40.000000% 0.051853% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 50830 German Ridge Road Powhatan Point OH 43942
28 28-022003.0000 Margaret Yost * Yes 0.8730 0.0000 0.0000 0.000000 0.000000% 60.000000% 0.000000% 40.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 24 Elm Street Rittman OH 44270
28 28-022003.0000 Mary Ault * Yes 0.8730 0.0000 0.0000 0.000000 0.000000% 60.000000% 0.000000% 40.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 45308 SR 78 Woodsfield OH 43793
28 28-022003.0000 Deborah Ann Els* Yes 0.8730 0.0000 0.0000 0.000000 0.000000% 60.000000% 0.000000% 40.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1704 Powell Road Augusta GA 30909
28 28-022003.0000 Linda Dianne Casey* Yes 0.8730 0.0000 0.0000 0.000000 0.000000% 60.000000% 0.000000% 40.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1670 Powell Road Augusta GA 30909

TOTAL UNIT ACRES 673.4390 100.000000% 38.118015% 20.921629% 28.224384% 7.301330% 0.831404%
TOTAL LEASED ACRES 642.4390 95.396762%
TOTAL CONTROLLED ACRES 446.7660 66.340973%
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EXHIBIT A-3S
Uncommitted Working Interest Owners

Attached to that certain Operating Agreement dated November 18, 2015 covering the Zink Meyer Unit B, Switzerland Township, Monroe County, Ohio

Tract # Tax Map 
Number

Mineral Owner (Royalty 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 ARU Working Interest ARU Unit 

Participation
CNX  

Working Interest
CNX 

Unit Participation
Phillips Working 

Interest
Phillips Unit 
Participation

Gulfport Working  
Interest

Gulfport Unit 
Participation

Address City State Zip Code

4 28-021002.0000 Jerry M. Palmer, et ux Yes 5.5990 1.0000 5.5990 0.008314 0.831404% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 0.831404% 50795 TH 1047 Clarington OH 43915
6 28-021013.0000 Mark A. Forni, et ux Yes 104.4830 0.5000 52.2415 0.077574 7.757421% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 7.757421% 0.000000% 0.000000% 0.000000% 0.000000% 45192 SR 800 WoodsfieldOH 43793
6 28-021013.0000 Starling R. Zink, et ux and et al Yes 104.4830 0.5000 52.2415 0.077574 7.757421% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 7.757421% 0.000000% 0.000000% 0.000000% 0.000000% 52900 Krebs Hill Road Clarington OH 43946
7 28-021009.1000 Mark A. Forni, et ux Yes 5.0030 0.5000 2.5015 0.003715 0.371452% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 0.371452% 0.000000% 0.000000% 0.000000% 0.000000% 45192 SR 800 WoodsfieldOH 43793
7 28-021009.1000 Starling R. Zink, et ux and et al Yes 5.0030 0.5000 2.5015 0.003715 0.371452% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 0.371452% 0.000000% 0.000000% 0.000000% 0.000000% 52900 Krebs Hill Road Clarington OH 43946
13 28-021007.0000 Ryan W. Lloyd, et ux Yes 14.2000 1.0000 14.2000 0.021086 2.108580% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 2.108580% 0.000000% 0.000000% 0.000000% 0.000000% P.O. Box 781512 Sebastian FL 32978
16 28-022004.0000 Mary S. Howell, single (Life Tenant) Yes 63.9410 1.0000 63.9410 0.094947 9.494698% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 9.494698% 0.000000% 0.000000% 0.000000% 0.000000% 241 West 44th Street Shadyside OH 43947
16 28-022004.0000 Robert William Stack, et ux (Remainderman) Yes 63.9410 0.0000 0.0000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 52269 TH 218 Clarington OH 43915
20 28-012016.0000 Richard A. Hess, Sr., et ux Yes 1.4400 1.0000 1.4400 0.002138 0.213828% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 0.213828% 0.000000% 0.000000% 0.000000% 0.000000% 51200 Boltz Hill Road Clarington OH 43915
24 28-022013.0000 Mary S. Howell, single Yes 1.0070 1.0000 1.0070 0.001495 0.149531% 0.000000% 0.000000% 0.000000% 0.000000% 100.000000% 0.149531% 0.000000% 0.000000% 0.000000% 0.000000% 241 West 44th Street Shadyside OH 43947

195.6730 0.290557868 29.055787% 28.224383% 0.831404%
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EXHIBIT A-4S
Unleased Owners

Attached to that certain Operating Agreement dated November 18, 2015 covering the Zink Meyer Unit B, Switzerland Township, Monroe County, Ohio

Tract # Tax Map 
Number Mineral Owner (Royalty 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 ARU Working Interest ARU Unit 

Participation

CNX  
Working 
Interest

CNX 
Unit Participation

Phillips Working 
Interest

Phillips Unit 
Participation

Gulfport Working  
Interest

Gulfport Unit 
Participation Address City State Zip Code

18 28-021001.0000 Paul D. Forni Yes 30.0000 1.0000 30.0000 0.044547 4.454746% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 49960 German Ridge Road Beallsville OH 43716
18 28-021001.0000 Mary Ault * Yes 30.0000 0.0000 0.0000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 45308 S.R. 78 Woodsfield OH 43793
18 28-021001.0000 Margaret Yost * Yes 30.0000 0.0000 0.0000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 24 Elm Street Rittman OH 44270
18 28-021001.0000 Deborah Ann Els * Yes 30.0000 0.0000 0.0000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1704 Powell Road August GA 30909
18 28-021001.0000 Linda Dianne Casey * Yes 30.0000 0.0000 0.0000 0.000000 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1670 Powell Road August GA 30909
22 28-027007.0000 CNX Gas Company, LLC No 1.0000 0.5000 0.5000 0.000742 0.074246% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1000 Consol Energy Drive Canonsburg PA 15317
22 28-027007.0000 Hess Ohio Decelopments, LLC No 1.0000 0.5000 0.5000 0.000742 0.074246% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 1501 McKinney Street Houston TX 77010

TOTAL UNLEASED ACRES 31.0000 4.603238%

* Denotes Non-Participating Royalty Interest Owner

Supplemental Exhibit 3
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F,XIfrRll 663r

ATTACHED TO AND MADE PART OF TIIAT CERTAIN OPERATING AGREBMENT DATED
NOVEMBER 18,2015, BY AND BETWEEN XTO ENERGY INC. AS "OPERATOR", A}.{D

#.\ION-OPERATOR" 
COVERING TIIE ZINK MEYER I-INIT B IN

PAID UP OILand GAS LEASE

THIS AGREEMENT made and entered into this the _ day of 2015, by and between
hereinafter called Lessor (whether one or more), and XTO Energl Inc, a Delaware

corporationo with a mailing address of 810 Houston Streef Fort Worth, Texas 76102-6298, hereinafter called
Lesseeo

WITNESSETH, that said Lessor, for and in consideration of the sum of ONE DOLLAR ($t.OO;, 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 Irssee, gottts, demises, leases and lets, exclusively unto Lessee, the lands hereinafter
described, with covenants of general wananty, for the purposes 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 constucting 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 consfuct, lay, modify, operate, repair,
maintain and remove pipelines, telephone, power and electric lines (telephone, power and electic lines for use only
with associated oil and gas production equipment), tanls, ponds, permanent roadways including stone or rock roads,
plants, stationsn compressors, equipment and stuctures thereon including houses for valves, mete,rs, regulators and
other appliances, together with the exclusive right to inject air, gas, wate,r, brine or other fluids into ttre subsurface
stata, 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 purposes, together also with the right to unlimited access to the
lease premises so kssee can exercise the aforesaid rights, all that certain tact of land situate in the _
Townshipo County, State of Ohio, and covering the following described lands as follows (the "lease
premises'):

See Attached Exhibit "A"

containing acres of land whether actually coniaining more or less. This lease also covers and includes, in
addition to that above described" all lan4 if any, contiguous or adacent to or adjoining the land above described and (a)
owned or claimed by kssor by limitation, prescription, possession, reversion, after-acquired title or unrecorded insfument
or @) as to which Lessor has a preference dght of acquisition. Lessor agrees to execute any supplemental insfiument
requestedby Lesseefor a more completeor accuratedescription of said land"
1. It is agreed that this lease shall remain in force for a primary term 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 therervith, or operations, as hereinafter defined, are conducted upon the leased premises, without a
cessation of such production and operations for an umeasonable period of time, or this lease is maintained in force
under any subsequent provisions hereof.
2. Lessee covenants and agrees:

(a) to deliver to the credit ofLessor, his heirs or assigns, free ofcosts, a royalty oftwelve and one halfpercent
(I2.5OVo) of that native oil produced and saved from the lease premises, with the exception of non-commercial
nuisance oil, 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 possession, payng the market price ttren 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 kssor 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 extaction of gasoline or other producl an amount equal to
twelve and one half percent (L2.50Vo) of the gross amount realized by Lessee computed at the wellhead from the sale of
such substances, less any incuned taxes and third party charges, from each and every well. On gas sold at the well, the
royalty shall be twelve and one half percent (l2.SOVo) of the amount realized by Lessee from such sale, and

(c) payment of royalties hereunder shall be made or tendered monthly, or may be withheld 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 dissretion,
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. All payments under this lease shall be made by check or voucher to the order oi and shall be mailed to,

until Lessee shall have received
written notice from Lessor, its heirs or assigns, accompanied by original 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 assiga of Lessor. All payments or royalty are to be made according to Lessor's
respective intercst therein, as herein set forth, and this lease shall not be forfeited for Lessee's failure tb 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 !o enforce claim of forfeitue 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 satisfy Lessor's demand within sixty
(60) days from the receipt of said notice by registered mail. If Lessor owns a lesser int€rest 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
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shall be paid to Lessor only in the proportion which his inlerest 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 Lessor's title to the lease premises shall come into dispute or litigation, or, if in the judgment of Lessee, there are
bona fide adverse claims to the royalties hereinabove provided for, then Irssee, at its option, 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 itsef by applying to the discharge of any such mortgageo taK, 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, storm, flood,
weather, war, rebellion, insurrection, rioL srike, differences with workmen, failure of subcontactors, or failure of
carriers to tansport or furnish facilities for transportation, or as a result of some order, rule, regulation requisition or
necessity of the government or any otho recognized force majeure, or as the result of any ottrer cause whatsoever
beyond the confrol of Lessee, the time of such delay or intemrption shall not be counted against Lessee, anytlring in this
lease to the contary notwithstanding. All express or implied covenants of this lease shall be subject to all Federal and
Stale Laws, Executive Orders, Rules or Regulations and this lease shall not be tenninated, 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 of, any.such Law, Order, Rule or Regulation.
6. Whenever used in this lease, the word'bperations" shall mean operations for any of the following: preparing
the drill site location or access road, drilling, testing, reworking, recompletingn deepening, sidetacking, plugging 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 in paying 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
acreage assigned to it Upon such assignment, Lessee shall be relieved of any obligatiou payment or liability thereafter
to accrue to the assigned portion of the lease.
8. Lessee may, at any time during the term hereof, 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 full adequate compensation for such privilege.
10. No well shall be drilled by Lessee within 200 feet of any dwelling or barn now on the lease premises, except
by witten consent of the owner 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 production of oil or gas or both.
Lessee may consfuct and maintain drill site access roads connecting to available roads and/or to the nearest
neighboring well operated by Lessee, or to which Irssee has the operator's permission to use its access road.
1.1. 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, fixtures, pipelines, meters, well
equipmenl houses, buildings, and other sffuctures 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 during the primary lenn of this lease, or any
exiension 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 paying quantities, this lease shall continue and be in force and with like effect as if such well
had been completed within the primaxy ierm.
13. The lease premises may be fully and freely used by Lessor for any purpose, excepting such parts as are used
by Lessee in operations hereunder. Lqssee's drilling, producing and operating sites on the lease premises are for
Lessee's use only; Irssor shall not use such si0es for storage or any other purpose.
14. Lessee shall pay Lessor for all damages 0o 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 oflessor
owning an interest in the surface. Damages shall be calculated at current 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 siacked in an orderly rnanner in locations to be mutually ageed upon between by Lessee and Lessor
and will not be subject to damage reimbursement to Lessor by Lessee. Any rnjury to Lessee's workers or damages to
Lessee's properly that are caused by lrssor, whether intentional or not, shall be recoverable by Lessee from any royalty
payments or any other palments to kssor that are due or becoming due.
15. Lessee is hereby granted the righg 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 Ledsee 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 0olerance of. LAVo in extent and shall conform to the rules and regulations of any lawful government
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 ttre whole or any paxt 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 give effect to the known limits of the pool of oil or gas or both as such limits may be
deiermined from available geological or scientific inforrnation or drilling operations, Lessee may at any time amend,
re-fom, 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 unit, or exclude it altogether; provided that Lessee
shall file an appfopriate 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
acceptandshallreceiveoutoftheproductionortheproceeds from the production from such unit, such proportion
of the royalties specified herein, as the number of acres out of the leased premises covered by this lease whi-ch 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 full
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amount of the royalty stated in paragraph 2 above. 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 are 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 (whether 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 payrng 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 payment or tender shall be made thereafter in like manner and amount on or before the end of eash 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 conectly pay or tender the shut-in royalty for any year shall not operale to terminate this
lease or serye as a basis for its cancellation, but Lessee shall conect any erroneous payment or tender, when notified
thereof, and if late then Lessee shall make the correcting payment or tender with interest at ttre rate of eight (87o)

percent per annum to those to whom such shut-in royalty was not timely or conectly 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
paying quantities and this lease shall continue in effect both before and after the primary 0erm. Notwithstanding
anything to the contary 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 well is 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 tansporl without any fee payable therefore to Lessor, nafiral gas produced on the leased premises
andlor on other lands pooled therewith whether or not adjacent to the fact of land described herein. Any such
tansportation or gathering lines shall always remain the property of lrssee. 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. Howevern 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 unlimitetl access to maintain or remove
said pipelines.
18. Lessee, in its sole discretion, may plug and abandon any well which it has drilled on the lease premises. Upon
abandonment of said well or wells drilled on the lease premises, Lessee shall restorq to the extsnt reasonably
practicable, the drill site, access road(s) to said drill site(s), culverts and gates.

19, All the terrns, 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.
20. In addition to the covenants of general waranty hereinabove contained, Lessor hereby warrants thafi (i) the
lease premises are not encumbered by any enforceable oil or gas lease(s) ofrecord or otherwisq and (ii) Lessor is not
currenfly receiving any bonus, rental, production royalty or shut-in royalty as the result of any pnor oil or gas lease(s)
covering any or all of the subject properly, and (iii) all wells drilled upon the lease premises, or upon any lands with
which the lease premises have been combined in a drilling or production unit, have been plugged and abandoned.
21. ff during the term of this lease the Lessor makes a conveyance whereby the surface rights are fransferred on
the entire lease or a portion thereof, Lessor shall promptly give notice of same to Irssee 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 tttis Oil and Gas Lease that said title holders 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 any time while this agreement remains in full force and effect, or within six (6) monttrs
thereafter, Lessor hereby agrees to notiff 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 offer 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 instument. 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 who do execute it as Lessor.
?"4, Ifany provision ofthis Lease is held invalid or unenforceable by any court ofcompetentjurisdiction, the other
provisions of this Agreement will remain in firll force and effect. Any provision of this Agreement held invalid or
unenforceable only in part or degree will remain in firll 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, andlor 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 difficutty securing
surface location(s) for drilling, reworking or other operations. Therefore, since drilling, reworking or other
operations may either be restricted 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.
n. For the above consideration, Lessee is granted the option to renew this lease under ttre same provisions for a
secondary pdmary term of four (4) years from ttre 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
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paying or tendering to ttre l,essor 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 ttre initial five ($ year primary term hereof; which paymenl when made, shall constitute the

entire payment due for the second primary term of four (4) years.

28. kase includes auached addendum.

IN WITNFSS WHFfiEOF, the parties to this agreement have hereunto set their hands and seals the day and

year first above written.

LESSOR(S)

ACKNOWLDEGMENT

STATEOF

COI]NTY OF

On this, the_ day of 2015, before me

undersiped officer, personally appeared. satisfactorily proven to me 0o be the person

whose name is subscribed to the within inshument, and acknowledged that she executed the same for the purposes therein contained.

In witness whereof. I hereunto set mv hand and official seal:

My Commission expires: Notary hblic
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Exhibit "A"
Attached hereto and made a part hereof that certain Oil, Gas and Mineral Lease dated ,

bv and between and XTO Enerry Inc.

LEGALDFSCRIPTION

This lease shall include all sheets, alleyways, easements, gores and stips of land adjacent and contiguous thereto.
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COPAS 2005 Aooounting Procedure
Recommended by COPAS

Exhibit'nC"
ACCOUNTING PROCEDURE

JOINT OPERATIONS

I. GENERALPROVISIONS

IF TIIE PARTIES FAIL TO SELECT EITHER ONE OF COMPETING (ALTERNATIVE' PROVISIONS, OR SELECT AIjL TIM
COMPETING cALTERNATIVE'PROVISIONS, ALTERNATIYf, 1 IN EACff SUCE INSTANCE SHALL BE DEtrMED TO HAVE
BEEI\{ ADOPTED BY TIIE PARTIES AS A RESIJLT OF AI{Y SUCH OMISSION OR DUPLICATE NOTATION.

IN THE EVENT THAT ANY (OPTIONAL' PROVISION OF THIS ACCOIJNTING PROCEDURE IS NOT ADOPTED BY TIIE
PARTTES TOTIIE AGREEMENTBYATYPED, PRINTf,D ORHANDWRITTEN INDICATION, SUCEPROYISTON SITALLNOT
T'ORM A PART OF TIITS ACCOIJNTING PROCEDURE, AIID NO IMERENCE SIIALL BE MADE CONCERNING TEE INTEI\T
oF TIIE PARTIE$ IN SUCIIEVENT.

L. DEFINITIONS

All terms used in this Accounting Procedure shall have the following meaning unless otherwise expressly defined in the Agreement:

(Affiliate" 
means for a penlon, another person that contols, is controlled by, or is under common oontol with that penon. In this

definition, (a) conhol means the ownership by one person, direcfly or indireofly, of more than fiffy percent (50%d ofthe voting seourities

of a corporation or, for other persons, the equivalent ownership interest (such as partrrership interests), and (b) "penon" means an

individual, corporation, parftrenhip, tust estate, unincorporated organizatio4 association, or other legal entity.

'Agreement' means the operating agreement famrout agreemen! or other oontact between the Parties to which this Accounting
Procedure is dtaohed.

"Controllable MaterialD means Ma{erial rhat, at the time of acquisition or disposition by t}re Joint Accoun! as applicablq is so classified
in the Material Classification Manual most recsntly recommended by the Council of Peholeum Accountmb Societies (COPAS).

"Equalized Fretght'means ths procedure of charging tansportalion cost to the Joint Account based upon the distance fiom the noarest

Railway Receiving Point to the property.

sExcluded Amountt' means a specified excluded fuoking amount most rec€ntly reoommended by COPAS.

'Field Ollice" means a stucture, or portion of a stuoture, whether a temporary or permanent installatio4 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 ohargeable

field personnel.

(First Level Supervision'means those employees whose primary function in Joint Operations is the direot oversight ofthe Operator's
fleld employees and/or contact labor directly employed On-sits in a field operating capacity. Fint Level Supervision fimctions may
include, but are not limited to:

' Responsibility for field employees and oonhact labor engaged in activities that can include field operations, maintenance,

constuctio& well remedial wodg equipment movement and drilling
. Responsibility for day-to-day direct ovenight of rig operations
. Responsibility for day+o-day direot ovenight ofconstuction operations
. Coordination ofjob priorities and approval ofwork prooedures

. Responsibility for optimal resource utitizdion (equipment, Materials, personnel)

. Responsibility for meeting production and field operating expenso targets

' Representation ofthe Parfies in local masen involving community, vendors, regulatory agents and landowners, as an incideirtal
part of the supervisor's opaating responsibilities

. Responsibility for all emergency responses with field staf

. Responsibility for implementing safety and environmental practices

. Responsibilityforfield adherenceto companypolicy

' Responsibility for employment decisions and performance appraisals for field penonnel

' Oversight ofsub-groups for field functions suoh as electrical, safety, environmental, telecommunioations, whioh may have group

" orteam leaders.

sJoint Account' means the account showing the charges paid and oredits received in the conduct of the Joint Operations that are to be

shared by the Parties, but does not inolude proceeds affibutable to hydrocarbons and by-products produoed under the Agreement.

'Joint Operationst means all operations necessary or proper for the exploratioq appraisal, developmen! production, protectior!
maintenance, repair, abandonmen! and restoration ofthe Joint Property.

COPYRIGHT @ 2005 by Council of Petoleum Accountants Sooieties, Lro. (COPAS)
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COPAS 2005 Accounting hocedure
Recommended by QOPAS, Inc.

oJoint Property' means the real and personal property subject to the Agleement.

(Laws' mearu any laws, nrles, regulations, decrees, and orders of the United States of America or any state thereof and all other

govemmental bodies, agencies, and other authorities havingjurisdiotion over or affecting the provisions containqd in or the hansactions

contemplated by the Agreement or the Parties and their operations, whether such laws now exist or are hereaffer amended, enaoted,

promulgated or issued.

{Material" means personal properly, equipment supplies, or consumables acquired or held for use by the Joint Property.

oNon-Operators' means the Parties to the Agreement other than the Operator.

(Offshore 
Facilitieso' means plaforms, surface and subsea development and production systems, and other support systems such as oil and

gas handling faoilities, living quarters, offices, shops, cranes, elechical supply equipment and systems, fuel and water storag€ and pipiog
heliporl marine docking installations, communication facilities, pvigation aids, and other similar facilities necessary in the conduct of
offshore operations, all ofwhich are located offshore.

(Off-site' 
means any location that is not considered On-site as defined in rhis Accounting hocedure.

son-site' means on tho Joint Property when in direct conduct of Joint Operations. The term 'On-site" shall also include that portion of
Oflshore Facilities, Shore Base Faoilities, fabrication yards, and staging areas from which Joint Operations are conducted, or other

facilities that directly confol equipment on the Joint Properly, regardless ofwhether such facilities are owned by the Joint Accounl

cOperatorr means the Parly designaled pursuant to the Agreement to conduot the Joint Operations.

'Parties" means legal entities signatory to the Agreement or their successo$ and assigns. Parties shall be referred to individually as

?arty."

"Participating Interest' means thg petcentage ofthe costs and risks of conducting an operation under the 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 liable, to pay and bear a share of
the costs and risks ofconduoting an operation under the Agreement.

"Personal Expensest means reimbursed costs for tavel and temporary living expenses.

(Railway Receiving Poinf' means the railhead nearest the Joint Property for which freight rates are published, even though an actual

railhead may not exist

'Shore Base Facllities" means onshore support facilities that during Joint Operations provide such services to the Joint hoperty as a

reoeiving and tansshipment point for Materials; debarkation point for drilling and production personnel and services; oommunicatiorg

scheduling and dispatohing center; and other associated functions serving the Joint Property.

'Supply Store' means a recognized source or common stock point for a given Mderial item.

(Technical Services'means services providing specific engineering geoscience, or other professional skills, such as those performed by
engineers, geologists, geophysicists, and technicians, required to handle specifio operating oonditions and problems for the benefit ofJoint
Operations; provided, however, Technical Servioes shall not include those functions specifically identified as overhead under the second

paragraph of the intooduction of Section fr (OverheaQ. Technioal Services may be provided by the Operator, Operator's Affiliatg Non-
Operator, Non-Operator Affliates, and/or tlird parties,

2. STATEMENTSANDBILLINGS

The Operator shall bill Non-Operators on or before the last day of the month for their proportionate share of the Joint Aooount for the
preceding month. Suoh 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 of inveshent and expense. Contollable Material shall be separately identified
and fully described in detail, or at the Operator's option, Controllable Material may be summarized by major Material olassificdions.

Intangible drilling oosts, audit adjustnents, and unusual charges and credi8 shall be separately and cleady identified.

The Operator may make available to Non-Operators any statements and bills required under Seotion L2 and/or Seotion I.3.A (Adttances

and Paynents by the Partles) via email, eleohonic data interchange, intemet websites or other equivalent electronic media in lieu ofpaper
copies. The Operator shall provide the Non-Operaton instuctions and any neoessary infomrafion to access and receive the statements and

bills within the timeframes specified herein. A statement or billing shall be deomed as delivered twenty-four (24) hours (exclusive of
weekends and holidays) after the Operator notifies the Non-Operator thd the statement or billing is available on the website and/or sent via
email or electonic .lata interchange tansmission. Each Non0perator individually shall elect to receive statements and billings
electronically, ifavailable tom the Operato!, ot request paper copies. Suoh election may be ohanged upon thiny (30) days prior written
notice to the Ooerator.

COPYRIGHT O 2005 by Council of Petoleum Aooountaots Sooioties, Inc. (COPAS)
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COPAS 2005 Accounting hocedure
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3. ADVANCES AND PAYMENTS BY TIIE PARTIES

Unless otlerwise provided for in the Agreement, the Operator may require the Nonoperators to advance their share of the estimated

cash outlary for the succeeding month's operatioru wittrin ttrirty (30) days after 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 Non0peralors for suoh month. If a refund is dug the Operator shall apply the amount to be refunded to the

subsequent month's billing or advance, unless the Non0perator sends the Operator a written request for a cash refund. The Operator

shall remit the refund to the NonOperator within thirty (30) days of receipt of such written request.

Except as provided below, each Party shall pay its proportionate share of all bills in tull within thirty (30) dEis of receipt dde. If
payment is not made within such time, the unpaid balance shall bear interest compounded monthly at the prime rate published by ttre

Ilall Street Journal on the fint day of each month the payment is delinquent plus three percent (3%o), per annuot or the maximum

conbact rate permitted by the applicable usury laws goveming the Joint Property, whichever is the lesser, plus attomey's fees, couri
costs, and other oosts in connection with the oollection of unpaid amounts. lf the lfull Street Journal ceases to be published or
discontinues publishing a prime rate, the unpaid balance shall bear interest compounded monthly at the prime rate published by the

Federal Reserve plus three percent Qy"), per annum. Interest shall begin accruing on the first clay of the month in which the paynent

was due. Payment shall not be reduoed or delayed as a result of inquiries or anticipafed credib unless the Operator has agreed.

Notwithstanding the foregoing the Non-Operator may reduce paymenq provided it fumishes documentation and explanation to the

Operator at the time payment is made, to the extent such reduction is caused by:

(1) boing billed at an inconect working interest or Participating Interest that is higher than such Non0perator's aotual working
interest or Participating Interesq as applicable; or

@ being billed for a project or AFE requiring approval ofthe Partiss under tho Agreement tlat the Non-Operator has not approved

or is not otherwise obligated to pay under the Agreement; or

(3) being billed for a properly in whioh the Non-Operator no longer owns a working inlerest, provided the NonOperator has

fumished the Operator a copy of the recorded assignment or letter in-lieu. Notwithstanding the foregoing the Nonopeiator
shall remain responsible for paying bills atbibutable to ths interost it sold or tansferred for any bills rendered during the thirty
(30) day period following the Operator's receipt ofsuch written notice; or

(4) charges outside the adjushent period as provided in Section I.4 (Adjustnen*).

4. ADJUSTMENTS

Payment of any such bills shall not prejudice the right of any Party to protest or question the conootness thereof; however, all bills
and statements, including payout staf€ments, rendered during any calendar year shall oonclusively be presumed to be fue and conec!
with respect only to expenditures, after twenty-four (24) months following the end of any such calendar year, unless within said

period a Party takes specific detailed written exception thereto making a claim for adjustnent The Operator shall provide a response

to all written exoeptions, whetler or not contained in an audit repo4 within the time periods presoribed in Section 1,5 (Expendtwre

Audits),

All adjustnents inftiared by the Operator, except those described in items (1) tlrough ( ) ofttris Seotion I.4.B, are limited to the

twenty-four (24) month period following the end ofthe calendar year in whioh the original charge appeared or should have appeared

on the Operator's Joint Account stat€ment or payout statement Adjustments that may be made beyond the firyenty-four (24) month
period are limited to adjustrnents resulting from the following:

(l) a physical inventory of Conhollable Material as provided for in Section V (/nven tories of Contollable Material), or

@ an offietting entry (whether in whole or in part) that is the direct result of a specific joint intoest audit exception granted by the

Operator relating to another properly, or

(3) a govemment/regulatory audig or

(4) a working interest ownership or Participating Interest adjustnent.

5. DQENDITT]REAUDITS

A A Non-Operator, upon written notice to the Operator and all other Non0perators, shall have the right to audit the Operator's

accounts and records relating to the Joint Account within the twenty-four (24) month period following the end ofsuch calendar year in
which such bill was renderod; however, conducting an audit shall not extend the time for the taking ofwritten exoeption to and the

adjushnent of acoounts as provided for in Section 1.4 (Adjustnents). Any Party that is subject to payout accounting under the
Agreement shall have the right to audit the accounb and records ofthe Party responsible for preparing the payout statements, or of
the Party fumishing information to the Party responsible for preparing payout statements. Audits of p6yout aocounb may inolude the

volumes ofhydrocarbons produoed and saved and proceeds received for such hydrocarbons as they pertain to payout accounting

required under the Agreement. Unless otherwise provided in the Agreemenl audis of a payout account shall be conducted within the

twenty-four (24) month period following the end ofthe calendar year in which the payout statement was rendered.

Where there are two or more Non-Operators, the NonOperaton shall make every reasonable effort to conduct a joint audit in a
manner that will result in a minimum of inconvenience to the Operator. The Operator shall bear no portion of the Non-Operaton'
audit oost incuned under this paragraph unless agreed to by the Operator. The audits shall not be conduoted more than once each year

without prior approval ofthe Operdor, except upon the resigralion or rernoval ofthe Operator, and shall be made at the expense of

COPYRIGHT O 2005 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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COPAS 2005 Aocounting Procedure
Rooommended by COPAS, Inc.

those Non-Operators approving such audit.

The NonOperator leading the audit (hereinafter "lead audit companf) shall issue the audit report rlithin nine$ (90) days after

completion of the audit testing ard analysis; however, the ninety (90) day time period shall not extend the twenty-four (24) month

requirement fg1 taking specific detailed witten exception as required in Section 1.4.A (Adjustnents) above. All claims shall be

supported with suffi cient documeniation.

A timely filed written exception or audit report containing writhn exceptions (hereinafter'hniflen exceptions") shall, with respoct to

the claims made thereiq preclude the Operafor from asserting a statute of limitations defense against such claims, and the Operator

hereby waives its rightto assert any statute oflimitations defense against such claims for so long as anyNon-Operator continues !o

comply with the deadlines for resolving exceptio{rs provided in this Accounting Procedure. If the Non0perafon ftil to comply with
the additional deadlines in Section I.5.B or I.5.C, the Operator's waiver of its righa to assert a statute of limitations defense against

the claims brought by the Non{peraton shall lapse, and suoh claims shall then be subject to the applicable stahse of limitations,
provided that suoh waiver shall not lapse in the event that the Operator has failed to oomply with the deadlines in Seotion I.5.B or

t5.c.

The Operator shall provide a written response to all exceptions in an audit report within one hundred eighty (180) days after Operator

receives suoh reporl Denied exceptions should be accompanied by a substantive response. Ifthe Oporator fails to provide substantive

response to an exception witldn this one hundred eighty (180) day period, the Operalor will owe interest on that exoeption or portion

thereo{ if ultimately granted, from the date it received the audit report. Iderest shall be calculated using the rate set forth in Seotion

I.3.8 (Advances and Paynents by tlu Parties).

The lead audit company shall reply to the Operator's response to an audit report within ninety (90) days ofreceipl and the Operator

shall reply to the lead audit company's follow-up response within ninety (90) days of receipt; provided, however, each NonOperator

shall have the right to represent itself if it disagrees with the lead audit company's position or believes the lead audit company is not

adequately fulfilling its duties. Unless otherwise providod for in Seotion I.5.E, ifthe Operator fails to provide substantive response

to ar exoeption within this ninety (90) day period, the Operator will owe interest on that exception or portion ttrereof, if ultimdely
granted, from the date it rec€ived the audit report. Int€rest shall be oalculafed using the rate set forth in Seotion L3.B (Advances od
Paynrcnts by the Parties).

If any Party fails to meet the deadlines in Sections I.5.B or I.5.C or if any audit issues are outstanding fifCIen (15) months after

Operator receives the audit report the Operator or any Non4perator participating in the audit has the right to call a resolution

meeting as set forth in this Seotion I.5.D or it may invoke the dispute resolution procedures included in ihe Agreemen! ifapplicable.
The meeting will require ono month's writlen notice to the Operator and all Non0perators participating in the audit The meeting

shall be held at the Operator's offioe or rnutually agreed localiorL and shall be attended by representatives of the parties with
authority to resolve such outstanding issues. Any ParO 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 eforts to coordinate the response and positions of the

Non4perator participants throughout the resolution process; however, each NonOperator shall have the rigbt to represent itself.
Attendees will mako good faith efforts to resolve outstanding iszues, 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 disoussed at subsequont meetings until each such issue is resolved.

Ifthe Agreement contains no dispute resolution prooedures and the audit issues cannot be resolved by negotiation, the dispute shall

be submitted to mediation. In such even! prompfly following one Party's vnitten request for mediation, the Parties to the dispute

shall choose a mutually acceptable mediator and share the oosts of mediation seryices equally. The Parties shall eaoh have present

at the mediation at least one individual who has the authority to settle the dispute. The Parties shall make reasonable efforts to

ensure that the mediation conrmenc€s within sixty (60) days of the date of the mediation request. Notwithstanding the above, any
Party may file a lawsuit or complaint (1) if the Parties are unable after reasonable efforts, to commence mediation within sixty (60)

days of the date of the mediation request, (2) for statute of limitations reasons, or (3) to seek a preliminry injunction or other
provisional judicial reliet, if in its sole judgment an injunction or other provisional relief is 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.

E Topdonal frovision- Forfetare Penattla)

If the Non-Operators fail to neet the deadline ln Sectlon LS.C, ory unresolyed exceptiotts thot were not ad&essed by the Non-
Operators within one (I) year followlng receipt af the last substantiye respotae of the Operator shall be deemed to have been

withdrawn by the Non-Operators. If the Oryrctorfails to meet the dead.lines in Section 1.5.8 or 1.5.C, my taresotved erceptiow that
were not addressed by the Operatorwlthin one (1) yearfollowtng receipt ofthe audit repoil or rece@ ofthe last substanttye reE)ottse

of the Non-Operatars, whichever is Later, shall be deemed to ltsve been ganted by the Operator and adjwtments shalt be made,

without interest, to the Joint Account.
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6. APPROVALBYPARTMS

A. GENERALMATIERS
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Operator shall noti$ all Non-Operators of the Operator's proposal and the agreement or approval of a majority in interest of the

Non0perators shall be controlling on all Non4perators.

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 Acoounting hocedure, which are

covered by Seotion I.6.8.

B. AMENDMEI{TS

If the Agreement to whioh this Accounting Procedure is afiached oontains no conhary provisions in regard theretoo this Accounting

Procedure can be amended by an affirmative vote of two e) or more Parties, one of which is the Operator,

having a combined working interest ofar least fiffyone percent (517o), which approval shall be binding on all Parties,

provided, however, approval ofat least one (l) Non-Operator shall be required.

C. AF'FILI.ATES

For the purpose of administering the voting prooedures of Seotions I.6.4 and I.6.8, if Parties to this Agreement are Affiliates of each

other, lhen such Affliates shall be oombined and treated as a single Party having the combined working intorest or Participating

Interest of such Affiliates.

For the purposes of administering the voting procedures in Section I.6.A" if aNonOperator is an Affiliafe of the Operator, votes

under Seotion I.6.4 shall require the majority in interest of the Non0peralo(s) after excluding the interest of the Operator's

Affrliate.

tr. DIRECT CIIARGES

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

1. RENTALSANDROYALTIES

Lease rentals and royalties paid by the Operalor, on behalf of all Parties, for the Joint Operations.

2, I,ABOR

A Salaries and wages, including incentive oomperuntion progams as set forth in COPAS MFI-37 ("Chargeability of Incentive

Compensation Programs'), for:

(1) Operator's field employees directly employed On-site in the conduot of Joint Operations,

@ Operator's employees directly employed on Shore Base Facilities, Ofthore Facilities, or other facilities serving the Joint

Property if such costs are not charged under Section n.6 (Equtpnent and Faclltttes Furntshed by Operator) or are not a

flrnction covered under Section III (Overhead),

(3) Operator's employees providingFintLevel Supervisiog

(4) Operalor's employees providing On-site Technical Services for the Joint Property if suoh charges are excluded from the

overhoad rdes n Seolionlll (Overhead),

(5) Operator's employees providing Off-site Technical Services for the Joint Property if suoh charges are excluded from the

overhead rates in Seotion III (Overhead).

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 thereo{ a day rate represonting the Operator's average salaries and wages ofthe employee's specificjob category.

Charges for personnel 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 this Seotion II.2, unless otherwise approved by the Parties pursuant to Seotion

I. 6. A (Gere r al Matters).

B. Operator's cost of holiday, vacatioq sickness, and disability benefits, and other customary allowances paid to employees whose

salaries and wages are chargeable to the Joint Account under Section II.2.d excluding severanoe payments or other termination
allowancos. Such costs under this Section II.2.B may be charged on a'\Hhen and as-paid basis" or by *percentage assessmenf' on the

amount of salaries and wages chargeable to ttre Joint Account under Seotion tr.2.A. If peroentage assessment is used, the rate shall

be based on the Operator's cost experionce.

C. Expenditures or contributions made puauant to assessments imposed by govemmental authority that are applicable to coss
chargeable to the Joint Account under Sections II.2.A and B.

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

)

s

I

2

J

4

5

6

7

8

9

10

1l

L2

l3

t4

l5

16

18

19

20

1t

22

a

24

25

26

)1

28

29

30

3t

tz

JJ

34

J)

JO

37

38

39

40

4l

43

M
45

46

47

48

49

(n

5l

52

)5

54

55

56

57

58

59

60

ol

62

63

64

65

66



@oPac
COPAS 2005 Accounting Procedure

Recommended by COPAS, Inc.

D. Personal Expenses of personnel whose salaries and wages are chargeable to the Joint Account under Section II.2.A when the

exp€mres are incurred in connection with directly chargeable activities.

E, Reasonable relocation costs inourred in transferring to the Joint Property penonnel whose salaries and wages are chargeable to the

Joint Aocount under Section II.2.A Notwithstanding the foregoing relocation oosb that result fiom reorganization or merger ofa
Party, or that are for the primary benefit ofthe Operator, shall not be chargeable to the Joint Account. Exnaordinary relocation

costs, such as those incuned as a result of tansfen from remote locations, such as Alaska or overseas, shall not be charged to the
Joint Account unless approved by the Parties pursuant to Section I.6.4, (General Matters).

F. Training costs as specified in COPAS MFI-35 fcharging of Training Costs to the Joint Accounf) for personnel whose salaries and
wages are chargeable under Section II.2.A This taining charge shall include the wages, salaries, fraining coune cos! and Penonal
Expenses incurred during the training session. The training cost shall be charged or allocated to the properly or properties direotly
benefiting from the training. The cost of the training course shall not exceed prevailing oommercial rates, whero suoh rdes are

available.

G. Operator's current cost of established plans for employee benefits, as described in COPAS MFI-27 ('Employee Benefits Chargeable
to Joint Operations and Subject to Peroentage Limitation ), applicable to the Operator's labor costs chargeable to the Joint Aocount
under Seotions II.2.A and B based on the Operator's actual cost not to exceed the employee bonefits limitation percentage most
recently recommended by COPAS.

H. Award payments to employees, in accordance with COPAS MFI-49 ("Awards to Employees and Contractors') for personnel whose
salaries and wages are chargeable under Section II.2.A

MATERIAL

Maferial purchased or furnished by the Operator for use on the Joint Property in the conduct ofJoint Operations as provided under Seotion
IV (Material Purchases, TranSers, and Disposttions). Only such Material shall be purohased for or tansfened to the Joint properly as

may be required for immedia& use or is reasonably practical and consisbnt with efficient and economioal operations. The accumuldion
ofsurplus stooks shall be avoided.

TRANSPORTATION

A Transportation ofthe Operator's, Operator's Affiliale's, or conhactor's personnel necessary forJoint Operations.

B. Transportation ofMaterial between the Joint Property and another properly, or from the Operator's warehouse or other storage point
to the Joint Property, shall be charged to the receiving properly using one of the methods listed below. Transportation of Material
from the Joint Property to the Operator's warehouse or other storage point shall be paid for by the Joint Property using one of the
methods listed below:

(1) Ifthe aotual trucking charge is less than or equal to the Excluded Amount the Operalor may charge actual trucking cost or a
theorelical charge fiom the Railway Receiving Point to the Joint Property. The basis for the theoretical charge is the per
hundred weight charge plus fuel surcharges fiom the Railway Reoeiving Point to the Joint Property.. The Operator shall
consistently apply the selected altemative.

@ Ifthe actual tucking charge is geater than the Excluded Amount the Operator shall charge Equalized Freight. Accessorial
oharges such as loading and unloading costs, split pick-up costs, detentiorg call out charges, and permit fees shall be charged
directly to the Joint Property and shall not be inoluded when calculating the Equatized Freight.

5. SERVTCES

The oost of contract services, equipment and utilities used in the oonduct ofJoint Operations, exoept for contoact services, equipmen! and
utilities oovered by Section fi (Overhead), or Section II.7 (Afihates), or excluded under Section [.9 Qagal Expewe). Awards paid to
contractors shall be ohargeable pursuant to COPAS MFI-49 ('Awards to Employees and Contractors').

The oosts ofthird party Teohnioal Servioes are chargeable to the extent excluded from the overhead rates under Seotion III (Overhead).

6. EQUIPMENT AND I'ACILITIES FURNISHED BY OPERATOR

In the absence ofa separdely negotiated agreemen! equipment and facilities frmishe<l by the Operaior will be charged as follows:

A The Operator shall charge the Joint Account for use of Operatorowned equipment and frsilities, including but not limited to
production facilities, Shore Base Facilities, Offshore Facilities, and Field Offices, at rates oommensurate with the costs of ownership
and opera.tion The cost of Field Offices shall be chargeable to the extent the Field Offices provide direct service to personnel who
are chargeable pursuart to Seotion Il.2.A (Labor). Such rates may include labor, maintenancq repain, other operating expense,
insurance, taxes, depreciation using shaight line depreciation metho4 and interest on gross invesftnent less accumulaled depreciation
not to exc€€d six percent (67o) per annum; provided, however, depreciation shall not be charged when the

COPYRIGHT O 2005 by Council of Petoleum Acoourfants Sooieties, Inc. (COPAS)
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equipment and facilities irvestrnent have been fully depreciated. The rate may include an element of the estimated cost for
abmdonment rgclamatio& and dismantlement. Such rates shall not exceed the average oommercial rates cunently prevailing in the

immediate area of the Joint Property.

B. In lieu of charges in Section II.6.4 abovg the Operator may elect to use average commercial rates prevailing in the immediate area

ofthe Joint hoperty, less twenty percent (2070). Ifequipment and facilities are charged under this Section II.6.B, the Operdor shall

adequately document and support oommercial rates and shall periodically review and updarr the rate and the supporting

documentation. For automotive equipment ttre Operator may elect to use rates pubtished by the Petoleum Motor Transport

Association @MTA) or such other organizalion reoognized by COPAS as the offrcial source of rates.

7. AFT'ILIATES

A Charges for an Affiliate's goods andlor servicc used in operations requiring an AFE or other authorization from tbe Non{puators
may be made without the approval of the Parties provided (i) the Affiliate is identified and the Affiliate goods and seryices are

specifically detailed in the approved AFE or other authorizatio[ and (ii) the total costs for such Affiliate's goods and seryices billed
to such individual project do not exceed $-10.000- Ifthe total costs for an Affliate's goods and services charged to such

individual project are not specifically detailed in the approved AFE or authorization or exceed such amounl charges for such

Affliate shall require approval of the Parties, pursuant to Section I.6.4 (Ge neral Matters).

For an Affliate's goods and/or services used in operations not requiring an AFE or other authorization from the Non-Operators,

oharges for such Affiliale's goods and services shall require approval ofthe Parties, pursuant !o Section I.6.4 (General Matters),ifthe
oharges exceed $-50J00- in a given calendar year.

The cost ofthe Afrliate's goods or services shall not exceed average oonrmercial rates prevailing in the area ofthe Joint Properfy,

unless tle Operator obtains the Non0perators' approval of suoh rates. The Operalor shall adequately document and support
commercial rates and shall periodically review and update the rate and the supporting documentation; provided, howeveq

documentation of comnercial rates shall not be required if the Operator obtains Non0perator approval of its Affiliate's rates or
charges prior to billing Non0peraton for suoh Affiliate's goods and services. Notwittrstanding the foregoing direct charges for
Afrliate-owned communicalion facilities or systems shall be made pursuant to Section tr .12 (Commntcattons).

Ifthe Parties fail to desigrate an amount in Sections II.7.A or II.7.B, in each instance the amount deemed adopted by the Parties as a
result of such omission shall be the amount established as the Operator's expenditure limitation in the Agreement If the Agreement
does not contain an Operator's expenditure limitation, the amount deemed adopted by the Parties as a result ofsuoh omission shall be

zero dollars ($ 0.00).

DAMAGES AND LOSSES TO JOINT PROPERTY

All oosts or expensos necessary for the repair or replacement of Joint Property resulting from damages or losses inoune{ exoept to the
extent such damages or losses resdt Aom a Party's or Parties' gross negligence or willflrl misconduc! in which case such Party or parties

shall be solely liable.

The Operator shall fumish the Non-Operator written notice of damages or losses incuned as soon as practicable after a report has been

received by the Operator.

LEGALEXPENSE

Recording fees and costs of handling settling or otherwise discharging litigatio& olaims, and liens incuned in or resulting from
operations under the Agreemeng or necessary to protect or recover tho Joint Property, to the extent permi$ed under the Agreement. Costs

of the operator's or Affliate's legal staff or outside 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.

Notwithstanding the foregoing paragraptl costs for procuring abstaots, fees paid to outside attomeys for title examindions (including
preliminary, supplemental, shut-in royalty opinions, division order title opinions), and curative work shall be ohargeable to the extent
permifted as a direct charge in the Agreement.

10. TA)(ES AI{D PERIIITS

All t&aes and permitting fees of every kind and nature, assessed or levied upon or in connection with the Joint Property, or the production

therefrom, and which have beon paid by the Operator for the benefit ofthe Parties, incllding penalties and interes! except to the extent the
penalties and interest result from the Operator's gross negligence or willful misconduor

If ad valorem taxos paid by the Operator are based in whole or in part upon separate valudions of eaoh PaO's working interest, then
notwithstanding any contary provisions, the charges to the Partios will be mado in accordanoe with the tax value generated by each party's

working interest

COPYRICHT @ 2005 by Council of Pefioleum Acoountants Sooieties, Inc. (COPAS)
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Costs of tax consultants or advison, the Operator's employees, or Operator's Affiliate employees in matters regarding ad valorem or other

tax matters, are not permitted as direct charges unless approved by the Parties pursumtto Sectionl.6.A(General Matters).

Charges to the Joint Account resulting from sales/use tax audits, including extrapolated amounts and penalties and interesq are permitte{

provided the Non-Operator shall be allowed to review the invoices and other underlying source documents which seryed as the basis for

tax charges and to detgrmine that the conect amount of taxes were charged to the Joint Account If the Non-Operator is not permitted to

review such dooumentatior; tle salesluse tax amount shall not be directly charged unless the Operator can conclusively dooument the

amount owed by the Joint Aocount.

11. INSTJRANCE

Net premiums paid for insurance required to be carried for Joint Operations for the protection of the Parties. If Joint Operations are

conducted at locations where the Operator acts as self-insurer in regard to its worker's oompensation and ernployer's liability insurance

obligation, the Operator shall charge the Joint Account manual rates for the risk assumed in its self-insurance program as regulated by the

jurisdiotion goveming the Joint Properly. In the case of ofthore operations in federal waten, the manual rates of the adjacent state shall be

used for penonnel performing work On-site, and such rates shall be adjusted for ofthore operations by the U.S. Longshoreman and

Harbor Workers (USL&FI) or Jones Act surchargq as appropriate.

12. COMMUMCATIONS

Costs of acquiring leasing installing operating repairing and mainaining communication faoilities or systems, including satellite, radio

and microwave faoilities, between the Joint Properly and the Operator's offioe(s) directly responsible for field operations in accordance

with the provisions of COPAS MFI44 ('Field Computer and Communication Systems'). If the communications facilities or systoms

serving the Joint Property are Operatorowned, charges to the Joint Account shall be made as provided in Section tl.6 (Equipnient and

Facilities Fumtshed by Operator), If the oommunication facilities or systems serving the Joint Property are owned by the Operator's

Affliate, charges to the Joint Acoount shall not exceed average commercial rates prevailing in the area ofthe Joint Fropeny. The Operator

shall adequately document and support commercial rates and shall periodically review and update the rate and the supporting

dooumsntation.

13. ECOLOGICAL, EITLRONMENTAL, AND SAFETY

Costs incuned for Technical Services and drafting to oomply with ecological, environmental and safety Laws or standards reoommended by

Occupational Safety and Hsalth Administration (OSIIA) or other regulatory auttrorities. All other labor and functions incuned for
ocological, environmental and safety matten, including management, adminishatiorl and permitting shall be covered by Sections II.2
(Labor), \.5 (Semices), or Section III (Overhead), as applicable.

Costs to provide or have available pollution containment and removal equipment plus aotual oosts of conbol and cleanup and resulting

responsibilities of oil and other spills as well as disoharger from permitted outfalls as required by applioable Laws, or other pollution

containment and removal equipment deemed appropriate by the Operator for prudent operations, are directly chargeable.

14. ABANDONMENT AND RECI"AMATION

Costs incuned for abandonment and reclamation ofthe Joint Property, including costs required by lease agreements or by Laws.

15. OTIIEREXPENDITURES

Any other expenditure not covered or dealt with in the foregoing provisions of this Seotion II (Dtrect Charges), or in Section III
(Overhead) and which is of direct benefit to the Joint Property and is incuned by the Operator in the necessary and proper conduct of the

Joint Operations. Charges made under this Section tr.15 shall require approval ofthe Parties, pursuant to Section I.6.A (Gezrral Matters';.

IIL OVERIIEAI)

As compensation for costs not specifically identified as chargeable to the Joint Acoount pu$uant to Section n (Dtrect Charges), the Operator

shall charge the Joint Account in accordance with this Section III.

Functions included in the overhead rates regardless of whether performod by the Operalor, Operator's Affiliates or third parties and regardless

oflooatiorl shall include, but not be limited to, costs and oxpenses ot

. warehousin& other than for warehouies that are jointly owned under this Agreement

' desigt and drafting (except when allowed as a direct charge under Seotions II.13, m.l.A(ii), and III.2, Option B)
. inveniory costs not ohargeable under Section Y Qwentories of Controllable Matertal)
. proouement

. administation

. accounting and auditing

. gas dispatching and gas chart integration

COPYRICHT @ 2005 by Council of Petoleum Aocountanls Socioties, Ino. (COPAS)
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. numatrresources

. management

. supervision not directly charged undEr Section n .2 (Labor)

. legal services not directly ohargeable under Sectionll.9 (kgal Expense)

. taxation, other than those costs identified as directly ohargeable under Seotionll.lA (Tues and Pernits)

' preparation and monitoring of permits and certifications; preparing regulatory reports; app€aranc€s before or meetings with
govemmental agencie or other authorities having jurisdiction over the Joint Prop6rty, other than On-site inspections; reviewing
interpreting or submitting commenls on or lobbying with respeotto Laws or proposed Laws.

Overhead charges shall include the salaries or wages plus applicable payroll burdens, benefits, and Personal Expenses ofpenonnol performing

overhead functions, as well as offce and other related expenses of overhead fun'otions. .

I. OVERHEAI}_DRILLINGANDPRODUCINGOPERATTONS

As compensation for costs incuned but not chargeable under Section II (Direct Clarges) and not covsred by other provisions of this

Section III, the Operator shall charge on either:

X (Alternativel) FixedRateBasis,SectionIII.I.B.

El QtJternagve:) PereertrE, Bas

A" TECHNICALSERVICES

(i) Exoept as otherwise provided in Section n.B (Ecologtcal Envtronmental, ed Sdefl and Seotion fr2 (Overhead - Major
Cotrstruction and Catastrophe), or by approval of the Parties puauant to Section 1,6,A (General Maf/ers), the salaries, wages,

related payroll burdens and benefits, and Personal Expenses for On-site Technical Services, including thnd party Teohnical

Services:

X (Alternative 1 - Direct) shall be charged direct to the Joint Accounl

E truternotive a gverne*el sndl

(ii) Except as otherwise provided in Section n.L3 (Ecological, Ewironmental, and Safety) and Section nI.2 (Overhead - Major
Construction and Catastrophs), or by approval ofthe Parties pursuant to Section 1.6.A (General Matters), the salaries, wages,

related payroll burdens and benefits, and Personel Expenses for Off-site Technical Servioes, including third party Technical

Services:

X (Atternative I -AlI Overhead) shall be covered by the overhead rates.

El truernaeve a AJl Diree9 s

El G4Jternsdve 3 Drilli-g n i€€s

afy

ierr

Nonrithstanding anything to the conrary in this Section III, Technical Seryices provided by Operator's Affiliates are sribjeot to limitations

set forth in Section fr.7 (Aftltates). Charges for Technical penonnel performing non-technioal work shall not be govemed by this Section

IIL 1.4 but instead govemed by other provisions ofthis Accounting Procedure relating to the type of work being performed.

B. OVERI{EAD_FDGDRATEBASIS

(l) The Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate per month $_10J00_ (prorated for less than atull month)

Producing Well Rate per month $__1J50

@ Applicationof Overhead-Drilling Well Rate shall be as follows:

(a) Charges for onshore drilling wells shall begin on the spud date and terminate on the date tho drilling and/or completion

equipmenf used on the well is released, whichever oooun later. Charges for ofthore and inland waten drilling wells shall

begin on the dafe the drilling or completion oquipment arrives on location and temrinate on the date the drilling or completion

equipment moves off looatioq or is released, whiohever occurs first. No charge shall be made during suspension of drilling
and/or completion operations for fifteen (15) or more consecutivo oalendar dals.

COPYRIGHT @ 2005 by Council of Peholeum Aocountants Societies, Inc. (COPAS)
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O) Charges for any well undergoing any t)?e of workover, recompletion, andlor abandonment for a period of five (5) or more

conseoutive work-days shall be made at the Drilling Well Rate. Such charges sha[ be applied for the period ftom date

operations, with rig or other units used in operations, commence through date ofrig or other unit release, except that no charges

shall be made during suspension ofoperations for fifteen (15) or more consecutive calendar days.

(3) Application of Overhead-hoducing 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 charge for the entire month.

(b) Each active completion in a multi-completed well shall be considered as a one-well charge provided each oompletion is

considered a separate well by the goveming regulatory authority.

(c) 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.l.B.(2)(a) or (b). This one-well charge shall be made whether

or not the well has produced.

(d) An active gas well shut in because of overproduction or failure of a purchaser, processor, or transporter to take production shall

be considered as a one-well charge providgd the gas well is directly connectsd to a permanent sales outlet.

(e) Any well not meeting the criteria set forth in Sections m.l.B.(3) (a), (b), (c), or (d) shall not quali$ for a producing overhead

charge.

(4) The well rates shall be adjusted on the frst day of April each year following the effective date of the Agreement; provided,

however, ifthis Accounting Procedure is attached to or otherwise govoming the payout acoounting under a farmout agreemen! 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 Pa(ies inoreased or decreased by the adjustrnent factor described hereir:, for each year from the

effective date of such rates, in accordanoe with COPAS MFI-47 ('Adjushnent of Overhead Rates").

C. OVER}IEAD-PERCENTAGEBASIS

(1) Operator shall charge the Joint Acoount at the following rates;

(a) Development Rate p€rc€nt ( ) % ofthe cost ofdevelopment ofthe Joint Property, exclusive ofcosts
provided under Section II.9 (Legal Eryense) and all Material salvage credib.

O) OperatingRaie percent ( 7o) of tbe cost of operating the Joint Properly, exclusive of costs

provided under Sections n.l (Rentals and Royalties) and II.9 (kgal Eryense); all Material salvage credits; the value

of substances pwchased for enhanced recovery; all property and ad valoren ta:res, and any otler tar<es and assessments that

axe levie{ assessed, and paid upon the mineral interest in and to the Joint Property.

Q Applioation of Overhead-Percentage Basis shall be as follows:

(a) The Development RaJe strall be applied to all costs in connection wittr:

ltl ftillin& redrilling sidetracking or deepening of awell

litl a well undergoing plugback or workover operations for a period offive (5) or more consecutive work-days

[iii] preliminary expenditures necessary in preparafion for drilling

. [iv] expenditures incuned in abadoning when the well is not completed as a producer

[v] consfiuction or installation offixed assets, the expansion of fixed assets and any other project olearly discernible as a

fxed asset other than Major Conshuotion or Catasfrophe as defined in Section 11I.2 (Overhead-Mgor Constracfian

and Catastrophe).

O) The Operating Rale shall be applied to all other costs in connection with Joint Operations, except those subject to Section III.2
(Ov e r he ad- Maj or C owtructton and C atas b ophe).

2. OVERHEAI}_MA.IORCONSTRUCTIONANDCATASTROPM

To compensate the Operator for overhead costs incurred in connection with a Mdor Consfuction project or Catashophe, the Operator

shall either negotiate a rde prior to the beginning of the projeo! or shall charge the Joint Acoount for overhead based on the following
rates for any Major Consfruotion project in exoess of the Operator's expendih[e limit under the Agreemen! or for any Catashophe
regardless of the arnount. If the Ageement to which this Accounting Procedure is attached does not contain an expenditure limit, Major
Construction Overhead shall be assessed for any single Major Conshuotion project costing in excs*s of$100,000 gross.

COPYRIGHT @ 2005 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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COPAS 2005 Accounting Procedure
Recommended by COPAS, Ino.

Mqjor Consfuotion shall mean the constuotion and installation offixed assets, the expansion offxed assets, and any other project cleaxly

discemiblo as a fixed asset required for the development and operation of the Joint hoperly, or in the dismantlement abandonmen!

removal, and restoration ofplatforms, production equipmen! and other op€rating facilities.

Catashophe is defined as a sudden calamitous event bringing damagg loss, or destuction to proper{y or the environmen! suoh as an oil

spill, blowout explosion, fire, storrL hurricane, or other disaster. The overhead rate shall be applied to those costs necessary to restore lhe

Joint Properly to the equivalent condition that existed prior to the event

A. Ifthe Operator absorbs the engineering design and drafting oosts related io the project:

(l) 5 Yo oftotal costs ifsuch oosts are less than $100,000; plus

@ 4 Yo ofiotal costs in excess of$100,000 but less than $1,000,000; plus

(3) 3 %ooftotal costs in excess of$1,000,000.

B. Ifthe Operator charges engineering desigr and drafting costs related to the project directly to the Joint Account:

(l) 4 Vo oftotal costs ifsuch oosts are less than $100,000; plus

Q) 3 % of total costs in excess of $100,000 but less than $1,000,000; plus

(3) 2 % of total costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one projeot. For tle purpose of this paragrap[ the component parts of a single Major
Constuction project shall not be freated separately, and the cost of drilling and workover wells and purchasing and installing pumping

units and downhole artificial lift equipment shall be excluded. For Catashophes, the rates shall be applied to all costs associated with each

single ocounence ol eYent.

On each project the Operator shall advise the Non-Operalo(s) in advanco whioh ofthe above options shall apply.

For the purposes of calculating Cdastophe Overhead the cost of drilling relief wells, substitute wells, or conducting other well opordions

directly resulting from the catastophic event shall be included. Expenditures to which these rates apply shall not be reduced by salvage or

insurance recoveries. Expenditures that qualify for Major Construction or Catastophe Overhead shall not qualify for overhead under any

other overhead provisions.

In the event of any conflict bstween the provisions of this Section I1I.2 and the provisions of Sections n .2 (Labor), n.5 (Semtces), or n .7

(Afiltates),theprovisions of this Section III.2 shall govem.

3. AMENDMENTOFOVERIIEADRATES

The ovorhead rates provided for in this Section III may be amended from timo to time i{ in practice, the rates are found to be insufficient

or excessivq in accordance with the provisions ofSeotion L6.B (Arnendnents).

ry. MATERIAL PURCIIASES" TRANSFERS, AND DISPOSITIONS

The Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for direct purchases, hansfers, and

dispositions. The Operator shall provide all Material for use in ttre conduct of Joint Operations; however, Material may be supplied by the Non-

Operaton, at the Operator's option. Material fumished by any Party shall be fumished without any express or implied warranties as to quality,

fitness for use, or any other matter.

1. DIRECT PI]RCIIASf,S

Direot purchases shall be charged to the Joint Account al the price paid by the Operator after deduction of all 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 exc€pt to

the extent such failure was the result of0te Operalor's gross negligence or willful misconduct A direct purchase shall be deemed to occur

when an agreement is made betwsen an Operator and a third party for the aoquisition of Material for a speciflc well site or location.

Material provided by the Operator under'lsendor stocking programs," where the initial use is for a Joint Property and title of the Material
does not pass from tho manufaoturer, disfributoq or agent until usage, is considered a direct purchase. IfMaterial is found to be defective

or is retumed to the manufacturer, distributor, or agent for any other roason, credit shall be passed to the Joint Acoount within sixry (60)

days afrer the Operator has received adjustnent from the manufacturer, disbibutoq or agent.

COPYRIGHT O 2005 by Council of Peholeum Accountants Societies, Inc. (COPAS)
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2. TRANST'ERS

A tansfer is determined to occur when the Operator (i) ftmishes Material ftom a storage facility or from another operated property, (ii) has

assumed liability for the storage costs and changes in valuq and (iii) has previously secured and held title to the tansfened Material.

Similarly, the removal ofMaferial ftom the Joint Property to a storage facility or !o another operated property is also considered a transfer;

provided howeveq Material thal is moved from the Joint hoperty to a storage location for safe-keeping pending disposition may remain

charged to the Joint Account and is not consiclered a tansfer. Material shall be disposed of in accordance with Section IV .3 (Disposttion o!
Surplus) and the Agreement to which this Accounting Procedure is attached.

A PRICING

The value ofMaterial hansfened to/ftom the Joint Property should generally reflect the market value on the date ofphysical transfer.

Regardless ofthe prioing method used, the Operator shall make available !o the Non-Operaton sufficient documentation to verifu the

Materid valuafion. When higher than specification 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 tubulan, unless such higher speoifioation grade or

sized tubulars are approved by the Parties pursuant to Section 1.6.A (General Matters). Transfen of new Material will be priced

using one ofthe following pricing methods; provided, howevet, 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 transfer:

(1) Using published prices in effect on dale of movement as adjusted by the appropriate COPAS Historical Frice Multiplier (!IPM)

or prices provided by the COPAS Computerized Equipment hicing Systern (CEPS).

(a) For oil country tubulars and line pipg the published price shall be based upon eastom mill carload base prices (HoustorL

Texas, for special end) adjusted as ofdate ofmovemen! plus fransportation cost as defined in Section IV.2.B (Fretght),

O) For other Mderial the published price shall be the published list price in efeot at date of movemen! as listed by a Supply

Store nearest the Joint Property where like Material is normally availablg or point of manufacture plus transportation

costs as defined in Section IV.2.B (Fretght).

@ Based on a price quotation from a vendor that reflects a cunent realistic acquisition cost.

(3) 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 transfer.

(4) As agreed to by the Participating Parties for Material being tansfened to the Joint hoperty, and by the Parties owning ttre

Material for Material being transfened from the Joint Property.

B. FREIGHT

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

Equipment Pricing System (CEPS). Ifnot using CEPS, tansportation costs shall be calculated as follows:

(1) Transportation costs for oil country tubulars and line pipe shall be calculded using the distance fiom eastem mill to the

Railway Receiving Point based on the carload weight basis as recommended by the COPAS MFI-38 fMaterial Pricing

Manual) and o&er COPAS MFIs in effect at the time of the transfer.

@ Transportation costs for speoial mill items shall be caloulated fiom that mill's shipping point to the Railway Reoeiving Point
For tansportation costs from other than eastem mills, the 30,000-pound interstate truok rate shall be used. Transportation costs

for macaroni tubing shall be calculated based on the interstate truck rate per weight of tubing tansfened to the Railway
Receiving Point

(3) Transporlation costs for special end tubular goods shall be calculated using the interstate fruck rate Som Houstoq Texas, !o the

Railway Receiving Point

(4) Transportdion costs for Mderial other than that described in Sections fV.2.B.(l) ttrough (3), shall be calculated from thE

Supply Store or point ofmanufaoturo, whiohever is appropriate, to the Railway Receiving Point

Regardless ofwhether using CEPS or manually calculating fiansportation costs, transportation costs fom the Railway Receiving Point
to the Joint Property are in addition to the foregoing and may be oharged to the Joint Account based on actual costs inouned. All
tansportation costs are subject to Equalized Freight as provided in Section[,.A (Transportation) ofthis Accounting Procedure,

C. TA)(ES

Sales and use taxes shall be added to the Material fiansfer price using either the method contained in ttre COPAS Compulerized

Equipment Pricing System (CEPS) or the applicable tax rate in effect for the Joint hoperty at the time and plaoe offansfer. In either

oasg the Joint Account shall be charged or credited at the rate that would have govemed had the Material been a direct purchase.

COPYRIGHT @ 2005 by Council of Peholeum Aocountants Societios, Ino. (COPAS)
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D. CONDITION

(1) Condition "A" -New and unused Materid in sound and serviceable condition shall be charged at one hundred percent (1007o)

of the price as determined in Sections N.2.4 (Prlclng), IV.2.B (Freight), and IV.2.C (?ares). Material transferred from the

Joint hoperty that was not placed in service shall be credited as oharged without gain or loss; providd however, any unused

Material that was charged to the Joint Account tlrough I 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 Property may be

oredited at a price other than the price originally charged to the Joint Account provided such price is approved by the Parties

owning such Matcrial, pursuant to Section I.6.A (General Matters). Nl6fu$ishing costs required or necossary to retum the

Material to original condition or to corect handling tansportatiorq or other damages will be bome by the divesting property.

The Joint Aocount is responsible for Material prepardiott, handling and tansportation costs for new and unused Material

charged to the Joint Propeny either through a direot purohase or transfer. Any preparation costs incuned, including any intemal

or eKemal coating and wrapping will be credited on new Material provided these services were not repeated for such Material

for the receiving property.

@ Condition "B" - Used Material in sound and serviceable condition and suitable for reuse without reoonditioning shall be priced

by multiplying the price determined in Sections [tt.2.A(Prtctng), fV.2.B (Frei4ht), and IV.2.C (Tmes)by seventy-five percent

Qsva.

Exoept as provided in Section fV.2.D(3), all reconditioning costs required to retum the Malerial !o Condition "B" or to conect

handling tansportation or otler damages will be borne by the divesting property.

If the Material was originally charged to the Joint Account as used Maferial and placed in service for the Joint Property, the

Material will be credited at the price determined in Sections N .2.A (Prtcing), ry.2.8 (Freight), and IV.2.C (Ice,r) multiplied

by sixty-fi ve perc ent (65Y$.

Unless otherwise agreed to by the Parties that paid for such Malerial, used Material transfered from the Joint Proper{y that was

not placed in service on the prope4y shall be credited as charged without gain or loss.

(3) Condition "C" - Material that is not in sound and serviceable oondition and not suitable for its original function until after

reconditioning shall be priced by multiplying the price detemdned in Sections lY .2.A (Pricing), ry.2.B (Fretght), and fV.2.C
(Taxes)by frffy percent (507o).

The oost of reconditioning may be charged to the receiving property to the extent Condition "C" value, plus cost of
reconditioning, does not exceed Condition'ts" value.

(4) Condition "D" - Malerid that (i) is no longor suitable for its original purpose but useable for some other purpose, (ii) is

obsolete, or (iii) does not meet original specifications but still has value and can be used in other applications as a sub$titute for
items with different specifications, is considered Condition "D" Material. Casing, tubing or drill pipe used as line pipe shall be

priced as Grade A and B seamless line pipe ofcomparable size and weight. Used casing tubing or drill pipe utilized as line
pipe shall be prioed d used line pipe prices. Casing tubing, or drill pipe used as higher pressure service lines than standard line
ptpe, e.g., power oil lines, shall be priced under normal pricing prooedures for casing 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 crodited

with the value ofthe service rendered or use ofthe Mterial, or as agreed to by the Parties pursuant to Section 1,6.A(Generat

Muters).

(5) Condition o'8" 
- Junk shall be priced at prevailing soap value prices.

OTHER PRICING PROVISIONS

(1) Preparation Costs

Subject to Section II (Dlrect Charges) and Section lll (Overhead) of this Acoounting hocedurq oosts inourrod by the Operator

in making Mderial serviceable including inspeotiorg third party surveillance sorvicos, and other similar services will be charged

to the Joint Account at prices which reflect the Operator's actual costs ofthe services. Dooumentation must be provided to the

Non-Operaton upon request to support the cost ofservice. New coating andlor wrapping shall be considered a component of
the Materials and priced in accordanoe with Sections N.l (Dtrea Purcluses) or IV.2.A (Prictng), as applicable. No charges or
credits shall be made for used coating or wrapping. Charges and oredits for inspections shall be made in accordance with
COPAS MFI-38 ("Material Pricing 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
tle methods specified in COPAS MFI-38 C'Material Prioing Manual').

COPYRIGHT @ 2005 by Council of Peftoleum Accountants Societies, Inc. (COPAS)
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COPAS 2005 Accounting Procedure
Recommended by COPAS, Inc.

3. DISPOSITION OF ST]RPLUS

Surplus Material is that Material, whether new or used thai is no longer required for Joint Operations. The Operator may purchase, but

shall be under no obligation to purchase, the interest of the Non{perators in surplus Material.

Dispositions for the purpose of this procedwe are considered to be the relinquishment of title of tho Material ftom the Joint Property to

either a third party, a Non-Operator, or to the Operator. To avoid the accumulation of surplus'Material, the Operator should make good

faith efforts to dispose of surplus within twelve (12) months through buy/sale agreements, tade, sale to a third party, division in kind, or

other dispositions as agreed to by the Padies.

Disposal of surplus Materials shall be made in acoordance with the terms of the Agreement to which this Aooounting Procedure is

attached. If the Agreement oontains no provisions goveming disposal of surplus Material, the following terms shall apply:

' The Operalor may, through a sale to an unrelated third party or entity, dispose ofsurplus lvfaterial having a gross sale value that

is less than or equal to the Operator's expenditure limit as set forth in the Ageement to which this Accounting Procedure is

attached without the prior approval ofthe Parties owning suoh Material.

' If the gross sale value exceeds the Agreement expenditure limit, the disposal must be ageed to by the Parties owning such

Material.

' Operator may purohase surplus Condition "A" or "B" Mahrial without approval of the Parties owning such Material, based on

the pricing methods set forth in Section IV.2 (Trangers).

' Operator may purchase Condition "C" Material without prior approval of the Parties owning such Material if the value of the

Materials, based on the pricing methods set forth in Section N.2 (Transfers), is less than or equat to the Operator's expenditure

limitation set fortl in the Agreement. The Operator shall provide documentation supporting the classification of the Material as

Condition C.

' Operator may dispose of Condition 'D" or "E" Material under procedures normally utilized by Operator without prior approval

of the Parties owning such Material.

4. SPECIALPRICINGPROVISIONS

A PREMITJMPRICING

Whenever Material is available only at inflated prioos due to national emergencies, strikes, govemment imposed foreign hade

resbictions, or other unusual causes over which the Operator has no conhol, 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 tansfened or disposed of during premium pricing situations shall be yalued in accordance

with Section IV.2 (Tran"{ers) or Section N.3 (Disposttton of Surplus), as applicable.

B. SHOP-MADEMMS

Items fabrioated by the Operator's employees, or by contact laborers under the direction ofthe Operator, shall be priced using the

value of the Material used to construct the item plus the cost of labor to fabricate the item. If the Material is from the Operator's

scrap orjunk accoun! the Material shall be priced at either trrenty-five percent (257o) ofthe current price as determined in Section

lY.2.A (Prtctng) or scrap value, whichever is higher. ln no event shall the amount charged exceed the value of the item

commensuats *ith its use.

C, MILLREIECTS

Mill rejects purchased as "limited service" casing or tubing shall be priced at eighty percent (807o) ofK-55/J-55 prioe as detennined in
Section IV.2 (Tran$ers). Line pipe converted to oasing or tubing with casing or tubing couplings dtached shall be priced as K-55/J-
55 casing or fubing at tlre nearest size and weight.

V. II\WENTORIES OF CONTROLI"ABLE MATERIAL

The Operator shall maintain records of Contollable Material oharged to the Joint Accoun! with sufficient detail to perform physical inventories.

Adjustrnonts to the Joint Acoount by the Operator resulting ftom a physical inventory of Contollable Material shall be made within twelve (12)

months following the taking 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 N.2 (Transferc) and shall be based on the Condition "B' prics* in effeot on the date of
physical inventory unless the inventorying Parties oan provide sufficient evidence another Material condition applies.

COPYRIGHT @ 2005 by Council of Pefioleum Accountants Sooioties, Inc. (COPAS)

I4

s

I

6

7

8

9

l0

11

t2

IJ

14

15

lo

tl

18

19

20

21

22

ZJ

24

25

zo

27

28

29

?n

tl

33

J{

J)

36

31

JT

39

40

4L

42

43

M

45

46

4',1

48

49

{n

51

52

fJ

54

))
56

57

58

59

60

ol

62

63

64

of

66



@oPac

COPAS 2005 Accounting Procedure
Recommended by COPAS, Inc.

1. DIRECTEDI}WENTORIES

Physical inventorieb shall be performed by the Operator upon written request of a majority in working interests of the Non0perators
(hereinafrer, 'directed inventoqf); provided however, the Operalor shall not be required to perform directed inventories more frequently

than once every five (5) yean. Directed inventories shall be oommenced within one hundred eighty (180) days after the Operator receives

written notice thar a majority in interest of the Non-Operators has requested the inventory. All Parties shall be govemed by the results of
any directed inventory.

Expenses ofdirected inventories will be borne by the Joint Aocount: provided, however, oosts assooided with any post-report follow-up

work in settling the inventory will be absorbed by the Party incuning such costs. The Operator is expected to exercisejudgment in keeping

expemes within reasonable limits. Any anticipated disproportionate or extaordinary costs should be discussed and agreed upon prior to

commencement of the inventory. Expenses of directed inventories may include the following:

A A per diem rate for each inventory person, representative ofactual salaries, wages, and payroll burdens and benefits ofthe personnel

performing the inventory or a rate agreed to by the Padies pursuant io Section I.6.4 (General Matter$. The per diem rate shall also

be applied to a reasonable number ofdays for pre-inventory work and report preparation.

B. Actual fansportation costs andPersonal Expenses fotthe inventoryteam.

C. Reasonable charges for report prepardion and disfribution to the Nonoperators.

2. NON-DIRECTEDINVENTORIES

A OPERATORI\I'VENTORIES

Phpical inventories that are not requested by ttre NonOperaton may be performed by the Operator, at the Opentor's discretion. The

expenses ofconducting such Operator-initiated inventories shall not be charged to ths Joint Aocounl

B. NO}iOPERATORINVENTORIES

Subject to the terms of the Agreement to whioh this Accounting hocedure is attache4 the Non0peraton may conduot a physical

inventory at reasonable times al ttreir sole cost and risk after giving the Operator at least ninety (90) days prior written notice. The

Non-Operator inventory report shall be fumished to the Operator in writing within ninety (90) days of completing the inventory
fieldwork.

C. SPECIALII{VENTORIES

The expense of conducting inventories other than those desoribed in Sections Y.l (Directed hwentories), Y.2.A (Operator

Iaventories), or V.2.B (NonQperator lwentorles), shall be charged to the Party requesting such inventory; provided, however,

inventories required due to a ohange of'Operator shall be charged to the Joint Account in the sarne nanner as described in Soction

Y.L (Directed lwentorles).

COPYRIGHT @ 2005 by Council ofPeholeum Acoountants Sooieties, Inc. (COPAS)
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EXHIBIT 66D''

ATTACTMD TO AND MADE PART OF THAT CERTAIN OPERATING AGREEMENT
DATED NOVEMBER 18, 2015, BY AND BETWEEN XTO ENERGY INC. AS
"OPERATOR", AND AS'T{ON-OPERATOR'' COVERING THE
ZINK MEYER LINIT B IN MONROE COI.INTY, 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 urhere 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 rrhish 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 purchased, or carried, by the Operator for the benefit of the Parties
hereto except as directed by the operating committee or as required by third parfy contact to the
joint account. Any liability, loss, da:nage, claim or expense resulting from occunences not
covered by or in the excess ofinsurance required under this provision shall be borne by parties
hereto in the same proportion as their interests may appear at the time of the loss.

Each party 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 ofthe
party procuring such insurance and such party shall indemniff and hold harmless Operator and
other parties to this agreement harmless against any claim of such inswance ca:rier 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.

Page 1 of1
Exhibit "D" JOA
Zink Meyer Unit B- Monroe Co., Ohio
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I NOTE: Insnuctions For Use of Gas Balancing

2 Agreement MUST be reviewed before finalizing

3 this document

4

;

8

9

['xI[rRII'{E(
GAS BAI,ANCING AGREEMENT ("AGREEMENT")

ATTACIIED TO AND MADE PART OF TIIAT CERTAIN

l0 OPERATINGAGREEMENTDAfiD November 1E.2015

ll BYANDBET'WEEN XTOEnerwInc.as"Ooerator"AllD . as &f'{on-Operator' (TTOPERATING AGREEMENTr)

12 RELATINGTOTIIE ZinkMeyerUrltf, ARf,A.'

IJ Monroe COUNTY/PARISH, STATE OF Ohio

t4
15 1. DEFIMTIONS

16 The following definitions shall apply to this Agreement:

17 1.01 "Amr's Lengttr Agreemgnt" shall mean any gas sales agreement wittr an unaffiliated purchaser or any gas sales

18 agreement wittr an affliated purchaser where the sales price and delivery oonditions under such agreement arc

1,9 representative of prices and delivery conditions existing under other, similar agreements in the area between

20 unaffliated parties at the same time for natural gas of comparable quality and quantity.

21 1.02 "Balancing Area" shall mean (select one):

22 M each well subjoot to the Operating Agreement that produces Gas or is allocaied a share of Gas production. If a

23 single well is completed in two or more producing intervals, eaoh produoing interval from which the Gas

24 production is not commingled in the wellbore shall be considered a separate well.

25 tr all ofthe acreage and depths subject to the Operating Agreement.

26tr
27
)9

29

30 1.03 "Full Share of Current Production" shall mean the Percentage Interest of each Party in the Gas actually produced

31 from the Balancing Area during each month.

32 1.04 "Gas" shall mean all hydrocarbons produced or producible from the Balancing Are4 whether from a well classified

33 as an oil well or gas well by the regulatory agency having jurisdiction in such matters, whioh are or may be made

34 available for sale or separaJe disposition by the Parties, excluding oil, condensde and other liquids recovered by

35 fleld equipment operated for the joint account 'Gas' does not inolude gas used in joint operations, suoh as for fuel,

36 recycling or reinjectiorg or whioh is vented or lost prior to its sale or delivery ftom the Balanoing Area"

37 1.05 uMakeup Gas" shall mean any Gas taken by an Underproduced Party from the Balancing Area in excess of its FuU

38 Share ofCurrent Productior; whether pursuantto Section 3.3 or Section 4.1 heleof.

39 1.06 uMof' shall mean one thousand oubio feet. A oubio foot of Gas shall mean the volume of gas oontained in one oubic

40 foot ofspace at a standard pressure base and al a standard temperature base.

41 1.07 uMMBtuu shall mean one million British Thennal Units. A British Thermal Unit shall mean the quantity of heat

42 required to raise one pound avoirdupois of pure water from 58.5 degrees Fahrenheit to 59.5 degrees Fahrenheit at a

43 oonstant presswe of 14.73 pounds per square inch absolute.

44 1.08 uOperatorn shall mean the individual or entity designated under the terms of the Operating Agreement or, in the

45 event this Agreement is not employed in conneotion wittr an operating agreement the individual or entity

46 designaled as the operator of the well(s) located in the Balmcing Area"

47 1.09 "Overproduced Parlyu shall mean any Party having taken a gi.eaF;r quantity of Gas fiom the Balancing Area than

48 the Percentage interest of such ParB in the cumulative quantity of all Gas produced &om the Balanoing Area

49 1.10 "Overproduction" shall mean the cumulative quantity of Gas taken by a ParE in exoess of its Percentage Interest in
50 the cumulative quantity ofall Gas produced from the Balancing Area-

51 1.11 nPartyu shall mean those individuals or entities subjeot to this Agreemen! and their respective hein, successors,

52 bansferees and assigns.

53 l.l2 "Percentage Interest'r shall mean the percentage or decimal interest of each Party in the Gas produced from the

54 Balancing Area punuant to the Operating Agreement covering the Balancing Area-

55 l.l3 uRoyaltyu shall mean payments on production of Gas from the Balancing Area to all ouners of royalties, overriding

56 royalties, production paymonts or similar interests.

57 1.14 "Underproduced Partyn shall mean any Party having taken a lesser quantity of Gas from the Balanoing Area than

58 tfre Percentage Interest ofsuch Party in the cumulative quantity ofall Gas produced ftom the Balancing Area-

59 1.15 "Underproduction" shall mean the deficiency between the cumulalive quantrty of Gas taken by a Party and its

60 Percentage lnterest in the oumulative quantity ofall Gas produced from tle Balanoing Area-

6l l.16 M (Optional) "Winter Period" shall mean the month(s) of November - December tn one

6X calendaryear and the month(s) of Januarv - March in the succeeding calendar year.

63 2. BALAIYCINGAREA

64 2.1 If this Agreement covers more than one Balancing fue4 it shall be applied as if each Balancing Area were covered

65 by separate but identicd agreements. All balancing hereunder shall be on the basis of Gas taken from the Balancing Area

66 measured in (Alternative 1) tr Mcfs or (Alternative 2) El MMBtus.

67 2.2 ln the event that all or part of the Gas deliverable from a Balancing Area is or becomes subject to one or more

68 maximum lawfirl prices, any Gas not subject to price contols shall be considered as produced from a single Balancing Area

69 and Gas subject to each maximum lawful price category shall be considered produced from a separate Balancing Area

70 3. RIGITTOT'PARTIESTOTAKEGAS

7l 3.1 Eaoh Party desiring to take Gas will notiff the Operator, or cause the Operator to be notified, of the volumes

72 nominated, the name of the transporting pipeline and th9 pipeline conhaot number (if available) and meter station relating

?3 to such delivery sufficiently in advance for the Operator, aoting with reasonable diligencq to meet all nomination and other

74
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I rcquirements. Operaior is authorized to deliver the volumes so nominded and confirmed (if confirmation is required) to t|e
transporting pipeline in accordance with the terms of this Agreement.

2 3,2 Each Party shall make a reasonable, good faith effort to take its Full Share of Cunent Produotion each month, to the

ext€nt that such ptoduction is required to maintain leases in effect to protect the producing capacity of a well or reservoir, to

3 prererve conelAive rights, or to maintain oil production.

3.3 When a Party fails for any reason to take its Full Share of Current Produotion (as suoh Share may be reduced by the

4 right of the 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

5 Parfy h the proportion that its Peroentage Interest in the Balancing Area bears to the total Percentage lnterests of all
Underproduced Parties desiring to take such Gas. If all such Gas is not taken by the Underproduced Parties, the portion not

6 taken shall then be made available to the other Parties in the proportion ttrat their respective Peroentage Interests in the
Balancing Area bear to the total Percenlage Interesb ofsuch Parties.

7 3.4 All Gas taken by a Party in accordanoe with the provisions of this Agreemen! regardloss of whether such ParU is
underproduced or overproduced, shall be regarded as Gas taken for its own account with tifle thereto being in such taking

8 Party.

3.5 Notwithstanding the provisions of Section 3.3 hereol no Overproduced Party shall be entitled in any month io take any

9 Gas in excess of three hundred percent (30070) of its Percentage Interest of the Balancing Area's then-cunent Maximum
Monthly Availability; provided, however, that this limitation shalt not apply to the extent that it would preclude production

l0 that is required to maintain leases in effect, to protect the producing capaclty of a well or reservoir, to preserve correldive
rights, or to maintain oil production. nMaximum Monthly Availability" shall mean the maximum average monthly rate of

ll production at which Gas oan be delivered from the Balancing Are4 as determined by the Operator, considering the maximum
efficient well rate for each well within the Balancing Are4 the maximum altowable(s) set by the appropriate regulatory agency,

12 mode ofoperation, production facility capabilities and pipeline pressures.

3.6 In the event that a Party fails to make anangements to take its Full Share of Cunent Production requited to be

13 produced to maintain leases in efect, to protect the producing capacrty of a well or reservoiq to preserye correlative rights, or
to maintain oil productio4 the Operator may sell any part of such Partyrs Full Share of Cunent Production that such Party fails

14 to take for the account of such Party and render to suoh ParE, on a cunent basis, ttre firll prooeeds of the sale, less any
reasonable marketing compression, teating gathering or tansportation costs incurred directly in connection with the sale of

15 such Full Share of Cunent Production. In making lhe sale contemplafed herein, the Operaior shall be obligated only to obtain
such price and conditions for the sale as are reasonable under the circumstances and shall not be obligated to share any of its

16 markets. Any such sale by Operator under the terms hereof shall be only for such reasonable periods of time as are consistent
with the minimum needs of the indusfy under the particular oircumstances, but in no event for a period in excess of one

17 year. Notwithstanding the provisions of Article 3.4 hereol Gas sold by Operator for a Parg under the provisions hereof shall
be deemed to be Gas taken for.the account ofsuoh Party.

18 4.IN-KINDBALANCING

4.1 Effective the first day of any calendar month following at least twentv ( 20 ) days'prior
19 written notice to the Operator, any Underproduced Party may begin taking in addition to its Full Share of Cunent

Production and any Makeup Gas taken pursuant to Section 3.3 of this Agreemen! a share of current production determined
20 by multiplying fiftv percent L--_.50-0/o) of the Full Shares of Cunent Production of all Overproduced Parties by

a fractiorg tho numerator of whioh is the Peroentage Interest of such Underproduoed Party and ttre denominator of which
21 is the total of the Percentage Interests of all Underproduced Parties desiring to take Makeup Gas. In no event will an

I Overproduced Party be required to provide more than fifty percent ( 50 7o) of its Full Share of Currenl
22 hoduction for Makeup Gas. The Operator will prompfly notiS all Overproduced Parties of the election of an Underproduced

Party to begin teking Makeup Gas.

23 4.2 g (Optional - Seasonal Limitation on Makeup - Option 1) Notwithstanding the provisions of Section 4.1, the
average monttrIy amount of Makeup Gas taken by an Underproduced Pafy dudng the Winter Period punuant to Section 4.1

24 shal not exceed the avem5e monthly amount of Makeup Gas taken by such Underproduced Party during the

I ten ( 10 ) months immediately preoeding the Winter Period.

25 4.2 E (Optional - Seasonal Limitation on Makeup - Option 2l Notwithstanding ttre provisions of Section 4.1, no
Overproduoed Parly will be required to provide more than Percent C-old of its Full share

26 of Cunent Production for Makeup Gas during the Winter Period.

4.3 tr (Optional) Notwithstanding any other provision of this Ageement, at such time and for so long as Operaror, or
27 (insofar as conc€ms production by the Operatot any Underproduced Party, determines in good faith tlpt an Overproduced

Party has produced all of its share of the ultimafely recoverable reseryes in the Balancing Area, such Overproduced party may
28 be required to make available for Makeup Gas, upon the demand of the Operator or any Underproduced party, up to

percent ( 7d ofsuch Overproduced Party's Full Share ofCunent production

29 5. STATEMENT OFGASBALANCES

5.1 The Operalor will maintain appropriate aocounting on a monthly and cumulative basis of the volumes of Gas that each

30 Party is entitled to receive and the volumes of Gas actually taken or sold for each Party's account. Within forty-five (45) days
after the month of productioq the Operator will fumish a statement for such month showing (1) each party's Full Share of

31 Cunent hoductiorL (2) ttre total volume of Gas actually taken or sold for eaoh Party's accoun! (3) the difference between
the volume taken by each Party and that Party's Full Share of Current Productiorl (4) the Overproduotion or
Underproduction of each Party, and (5) other data as recommended by the provisions of the Council of perolelrm
Accountants Societies Bulletin No.24 as amended or supplemented horeafter. Each Party taking Gas will promptly provide to
the Operalor any daa required by the Operator for preparation ofthe statements required herzunder.

5.2 If any Party fails to provide the data required herein for four ( ) conseoutive production months, the Operator, or
where the Operator has failed to provide da[ another Party, may audit the production and Gas sales and tansportation
volumes of the 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 of the Party whose records are being audited. A1l costs associated with such ardit
will be oharged 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 bo paid all production and severance taxes due on all volumos of Gas
actually taken by such Party.

6.2 tr (Alternative 1 - Entldemenb) Each Party shall pay or cause to be paid all Royalty due witlr respect to Royalty
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owrers to whom it is accountable as if such Party were taking its Full Share of Cunent Production, and only its Full Share ofI 
Cunenthoduction.

) 6.2.1 E (Optional - For use only with Section 62 - Alternative I - Entitlement) Upon written request of a Party
- taking less than its Full Share of Current Production in a given month ("Current Underproducer"), any ParE taking more than

. io Full Share of Current Production in such month (nCunent Overproducern) will pay to such Current Underproduoer an
- amount each month equal to the Royalty percenlage of the prooeeds received by the Cunent Overproducer for ttrat portion of

, tr. Current Underproduce/s Full Share of Cunent Production taken by the Current Overproducer; provided, however, that' such payment will not exceed the Royalty percentage that is oornmon to all Royalty burdens in ttre Balancing Area- Payments

5 Tud: lTuun 
to this Section 6.2.1 will be deemed payments to the Underproduced Party's Royalty owners for purposes of

Section 7.5.

6 6.2 EI (Alternative 2 - Sales) Each ParE 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 rgQuires that Royalty payments be made on any other basis than that
' provided for in this Seotion 6, each Party agreos to make such Royalty payments acoordingly, oommencing on the efeotive date

o required by such governmental authority, and the method provided for herein shall be thereby superseded.o 7. CASHSETTLEMENTS

o 7.1 Upon the earlier of the plugging and abandonment of the last produoing interval in the Balancing Area, the termination- of the Operating Agreement or any pooling or unit agreement oovering the Balancing Area or at any time no Gas is taken

'n 
fto* the Balancing Area for a period of twelve (12) consecutive months, any Party may give wrinen notice calling for cash

- - 
settlement of the Gas production imbalances among the Parties. Such notice shall be given to all Parties in the Balancing Area-

' 
7.2 Within sixty (60) days after the notice calling for cash settlement under Section 7.1, the Operator will distribute to each

Party a Final Gas Settlement Statement detailing the quantity of Overproduction owed by each Overproduced party to eaoh

', 
UnderProduced Party and identi$ing the month to which such Overproduction is atfibuted, pursuant to the methodology

'- setoutin Section7.4.

I ? 7 .3 M (Alternative I - Direct Party-to-Party Settlement) Within sixty (60) dap after receipt of the Final Gas Settlement-- Statement, each Overproduced Party will pay to each Underproduoed Pafty entitlod to settlement the appropriate cash

', 
settlement, accompanied by appropriate accounting detail. At the time of paymenl the Overproduoed Party will notifi the

- ' Operator of the Gas imbatance settled by the Overproduced Party's payment.

r { 7.3 tr (Nternative 2 - Settlement Through Operator) Within sixty (60) days after receipt of the Final Gas Settlemont^- StatemenE each Overproduced Party will send its cash settlemen! accompanied by appropriate accounting detail, to the

'. 
OPerator. The Operator will disribute the monies so received, along with any settlement owed by the Operator as an'- Overproduced Party, to each Underproduced Party to whom settlement is due within ninety (90) days affer issuance of the

-- Final Gas Settlement Statemenl In the event tlat any Overproduced Party fails to pay any settlement due hereunder, the11
Operator may tum over responsibility for the colleotion of suoh settlement to the Parg to whom it is owd and the Operator

', * will have no fiirther responsibility with regard to such settlement.

7.3.1 tr (Optional - For use only wlth Section 73, Alternative 2 - Sefflement Through Operator) Any ParW shqtt have

,o ft. d# at any time upon thirly (30) days' prior written notice to all other Parties to demand that any settlements due suoh" Party for Overproduotion be paid direotty to such Parly by the Overproduoed Party, rather than being paid through the

,n OPerator. In the event that an Overproduced Party pays the Operator any surns due to an Underproduoed Party at any time-" after thirty (30) days following the receipt of the notice provided for herein, the Overproduced Party will continue to be liable

,t to such Underproduced Party for any sums so paid, until payment is actually received by the Underproduced Party.

7.4 g (Alternative t - Historical Sales Basis) The amount of the cash settlement will be based on the proceeds

,, received by the Overproduced Party under an Arm's Length Agreement for the Gas taken from time to time by the-- Overproduced Party in excess of the Overproduced Party's Full Share of Cunent Production. Any Makeup Gas taken by the

"" 
Underproduced Parly prior to monetary settlement hereunder will be applied to oftet Overproduction chnonologioally in the

'J order of accrual.

)4 7.4 tr (Alternative 2 - Most Recent Sales Basis) The amount of the cash settlement will be based on the proceeds
-' received by the Overproduced Party under an Arm's kngth fureement for the volume of Gas thal constituted Overproduction

,. bY the Overproduced Party from the Balancing Area For the purpose of implementing the cash settlement provision of the-" Section 7, an Overproduced Party will not be considered to have produced any of an Underproduced Party's share of Gas until
the Ovemroduced ParE has produced cumulatively all of its Percentage Interest share of the Gas ultimately produoed from the)A-" Balancing Area.

an 7.5 The values used for caloulating the cash settlement under Section 7.4 will include all proceecls received for the sale of theLt 
Gas by the Overproduced Party calculated at the Balanoing Are4 after deducting any production or severanoe texes paid and any

,* Royalty actually paid by the Overproduced Party to an Underproduced Party's Royalty owner(s), to the eri.tent said payments-" amounted to a discharge of said Underproduced Party's Royalty obligation, as well as any reasonable marketing compressiorq

,o o.&& gathering or hansportation costs inouned directly in connection with the sale of the Overirroduction.

7.5.1 tr (Optional - For Yaluation Under Percentage of. Proceeds Contracts) For Overproduction sold under a gas

.n Purchase conract providing for payment based on a percentage of the proceeds obtained by the purohaser upon resale of-- residue gas and liquid hydrocarbons extracted at a gas processing plan! the values used for oaloulating cash settlement will

2r include proceeds receivod by the Overproduced Party for both the liquid hydrocarbons and the residue gas athibgtable to the
" Overoroduction.

7.5,28 (Optional - Valuation for Processed Gas - Option r) For Overproduotion prooessed for the aooount of the
Overproduced Party at a gas processing plant for the exhaction of liquid hydrocarbons, the full quantity of the Overproduction
will be valued for purposes of cash settlement at the prices received by the Overproduced Party for the sale of the residue gas

attributable to the Overproduction without regard to proceeds attribr$able to liquid hydrocarbons whioh may have been
exhaoted from the Overproduotion.

7.5.28 (Optional - Valuation for Processed Gas - Option 2) For Overproduction processed for the account of the
Overproduced Party at a gas processing plant for the exhaction of liquid hydrocarbons, the values used for calculating cash
settlement will include tle proceeds received by the Ovorproduced Party for the sale of the liquid hydrooarbons exfracted from
the Overproductioq less the 'actual reasonable costs incurred by the Overproduced Party to process the Overproduction and to
hansport fractionale and handle the liquid hydrocarbons exhacted therefrom prior to sale.

7.6 To the extent the Overproduced Parfi/ did not sell all Overproduction under an Arm's Length Agreement, the cash
settlement will be based on the weighted avorage prico received by the Overproduced Party for any gas sold from the

a
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. Balancing Area under Arm's Length Agreements during the months to which such Overproduction is atFibuted. In the event

^ that no sales under Arm's lrng1h Agreements were made during any such mont[ the cash settlement for suoh 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 lntsrestcompoundedattheraJeof CitiBankN.A.ofNewYork percent( 1 Vo)perannumorthemaximumlawful

' .ut of interest applicable to the Balancing Area" whichever is less, will acorue for all amounts due under Siotion 7.1 beginning

, the frst day following the date payment is due punuant to Section 7.3. Such interest shall be bome by the Operator or :my
' Overproduced Party in the proportion that their respective delays beyond the deadlines set out in Sections 7.2 and 7.3

. contibutedtothe accrual oflhe interest.
- 7.8 In lieu of the cash settlement required by Section 7.3, an Overproduced Party may deliver to the Underproduced Party

- an ofer to settls its Overproduction in-kind and at such rates, quantities, times and sources zN may be agreed upon by the
6- Underproduced Party. If the Parties are unable to agree upon the manner in which such in-kind settlement gas will be

, furnished within sixty (60) days after the Overproduced Party's offer to settle in kind which period may be extended by
' agrooment of said Parties, the Overproduced Party shall make a cash settlement as provided in Seotion ?.3. The making of an

in-kind settlement offer under this Ssction ?.8 will not delav the accrual of interest on the cash settlement should the Parties
R-- fail to reach agreement on an in-kind setdement.

o 7.9 EI (Optional - tr'or Balancing Areas Subject to Federal Price Regulation) That portion of any monies oollected by an
- Overproduced Party for Overproduction which is subjoct to refund by orders of the Federal Energy Regulatory Commission or

, n ofto governmental authority may be withheld by the Overproduced Party until such prices arc fully approved by such
'" govemmental authority, unless the Underproduced Paxty furnishes a corporate undertaking acceptable to the Overproduced

I I Party, agreeing to hold the Overproduced Party hamrless from financial loss due to refund orders by such governmental

authoriw.

t) Z.iO O (Optional - Interim Cash Balancing) At any time during the lerm of this Agreemen! any Overproduced Party

may, in its sole discretioq make cash settlement(s) with the Underproduced Parties covering all or part of its outstanding Gas

'a 
imbalance, provided that such settlements must be made with all Underproduced Parties proportionately based on the relative

'- imbalances of ttre Underproduced Parties, and provided firther that such settlements may not be made more often than once

14 every twenty-four Q4) months. Such settlements will be calculated in the same manner provided above for final cash
-' setflements. The Overproduced Party will provide Operator a detailed accounting of any such cash settlement within thiny (30)

davs after the settlement is made.
15 r.' t.rstnvc

Notnithstanding any provision of this Ageement to the contary, any Party shall have the right, from time to time, to
'o produce and take up to one hundred percent (100%) of a well's entire Gas sfieam 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 of any Party to

conduct such tests; providd however, that suoh tests shall be conducted in accordmce with prudent operating practices only

I after tIt too*
( 10 ) days' prior written notice to the Operalor and shall last no longer than

( 14 ) hours.

9. OPERATINGCOSTS
ls

Nothing in this Agreement shall change or affect any Party's obligation to pay its prgportionate share of all oosts and

liabilities inouned in operations on or in connection with the Balancing Area" as its share thereof is set forth in the Operatingti-- Agreemen! inespective of whether any Party is at any time selling and using Gas or whether such sales or use are in

,t proportion to its Percentage Interest in tlrc Balancing Area

IO. LIQI,]IDS '
, The Parties shall share proportionately in and own all liquid hydrooarbons recovered with Gas by field equipment operated.,.,

" for the joint accormt in aocordanoe with their Percentage Interests in ttre Balancing Area"

11. AIJDITRIGINS
Notwithstanding any provision h this Agreement or any other agreement between the Parties hereto, and further

", 
notwithstanding any termination or cancellation of this Agreemenl for a period of two (2) years from the end of the calendar

'- y"* in which any information to be firnished under Section 5 or 7 hereof is supplied, any Party shall have the right to audit

-- the records of any other Party regarding quantity, including but not limited to information regarding Etu-content,5-' Any Underproduced ParB shall have the right for a period of two (2) years fiom the end of the oalendar year in which any

- - cash settlement is received pursuant to Seotion 7 to audit the records of any Overproduced Party as to all matters conceming,6-- values, including but not limited to information regarding prices and disposition of Gas from the Balancing Area- Any such

-- audit shall be conducted at the expense of the Party or Parties desiring such audit and shall be conducted, after reasonable)1
notice, during normal business houn in the office of the Party whose records are being audited. Each ParB hereto agrees ro

- ^ mainain records as to the volumes and prioes of Gas sold each month and the volumes of Gas used in its own operations,,t-" along with the Royalty paid on any such Gas used by a Party in its own operations. The audit rights provided for in this

- ^ Section I I shall be in addition to those provided for in Section 5.2 ofthis Agreement.)9
12. MISCELI.ANEOUS

12.1 As between the Parties, in the event of any oonflict between the provisions of this Agreement and the provisions of?n
any gas sales contac! or in the event of any confliot between the provisions of this Agreement and the provisions of the

? I Operating Agreement, the provisions of this Agreement shall govem.

12.2 Eaph Party agrees to defend, indemniS and hold harmless all other Parties from and against any and all liability for
any olaims, which may be asserted by any third party which now or hereafter stands in a oontractual relationship with such

indemniffing Party and which arise out of the operaiion of this Agreement or any activities of such indemniffing Party under

the provisions of this Agreement, and does further agree to save the other Parties harmless fiom all judgnents or damage

sustained and costs incuned in connection therewith.

12.3 Except as otherwise provided in this Agreement Operator is authorized to administer the provisions of this
Agreement, but shall have no liability to the other Parties for losses sustained or liability inouned which arise out of or in
oonnection with the performance of Operalot's duties hereunder, except such as may result fiom Operatot's gross negligence or

willful misoonduct. Operator shall not be liable to any Underproduced Party for ttre failure of any Overproduced Party, (other

than Operator) to pay any amounts owed pu$uant to the terms hereof.

12.4 This Agre€ment shall remain in full force and effect for as long as the Operating Agreement shall remain in force and

effect as to the Balancing Area, and thereafter until the Gas accounts between the Parties are settled in full, and shall inure to
the benefit of and be binding upon the Parties horeto, and their respective heirs, successors, tegal representatives
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A.A.P.L. FORM 610-E- 3ALANCING AGREEMENT - 1992

r and assigns, if any. The Parties hereto agree to give notice of the existence of this Agreement to any successor in interct of
' any such ParR and to provids that any such successor shall be bound by this Agreement and shall further make any tansfer of

^ any interest subject to the Operating Agreement or any part thereo{ also subject to the terms of this Ageement.
t 

12.5 Unless the context clearly indicates otherwise, words used in the singular include the plural, the plural includes the

. singular, and the neuter gender includes the masouline and the feminine.

" 12.6 In the event that any nOptional" provision of this Agreement is not adopted by the Parties to this Agreement by a

, type4 printed or handwritten indication, suoh provision shall not form a part of 0ris Agreement, and no inference shall be
- made conceming the intent of the Partis in such event. In 0te event that any "Altemative" provision of this Agreement is not

. so adopted by the Parties, Altemative I in each zuch instanoe shall be deemed to have been adopted by the Parties as a result
- of any such omission. ln those cases where it is indioated that an Optional provision may be used only if a qpecific Alternative

, is selected: (i) an election to include said Optional provision shall not be effective unless the Altemative in question is seleoted;
o and (ii) the election to include said Optional provision must be expressly indicded hereoq it being understood that the

- selection of an Altemative eitho expressly or by default as provided herein shall not, in and of itse[ constituto an eleotion to

' include an associated Optional provision.

^ l2;1 This Agreement shall bind the Parties in accordanoe with the provi$ions hereo| and nothing huoin shall be constued
u or interpreted as creating any rigfrts in any penon or enlity not a signatory hereto, or as being a stipulation in favor of any

^ such person or entity.

' !2.8 If contemporaneously with this Agreement becoming . efective, or thereafter, any Party requests thar any other Party

rn execute an appropriate memorandum or notice of this Agreement in order to give third parties notioe of record of same and
-- submits same for execution in recordable fonrg suoh memorandum or notice shall be duly executed by the Party to which such

1 I request is made and delivered promptly thereater to the Party making the request. Upon receipt, the ParE rnaking the request

shall cause the memorandum or notice to be duly recorded in the appropriate real property or other reoords affecting the

'', Balancing Area.

12.9 In the event Intemal Revenue Service regulations require a uniform method of computing taxable income by dl

'. 
Pdo, each Party agees to compute and report income to the Internal 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 suoh regulations, insofar as same

_ _ relate to entitlement method tax computations; or tr based on the quantity of Gas taken for its account in accordance with
t4

such regulations, insofar as same relate to sales method tax computations.

13. ASSIGNMENT AND RIGIilS IJPON ASSIGNMENT
l5

l3.l Subject to the provisions of Sections 13.2 (if elected) and 13.3 hereol and notnithsanding anything in this Agreement

,, or in the Operating Agreement !o the contary, if any Party assigrs (including any sale, exchange or other tansfed any of itsto 
working interest in the Balancing Area when such Party is an Underproduced or Overproduced Party, the assignment or other

t I d of transfer shall, insofar as the Parties hereto are ooncemed include all interest of the assiping or tmsfoning ParE in the

Gas, all rights to receive or obligations to provide or take Makeup Gas and all rights to receive or obligafions to make any

r o monetary payment which may ultimately be due hereunder, as applicable. Operator and each of the other Parties hereto shall

'o thereafter teat the assigment accordingly, and the assigning or hansferring Party shall look solely to its assignee or other

,n fransferee 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 assignee or other tansferee to assume its obligations hereunder.

,n 13.2 V (Optional - Cash Settlement Upon Assignment) NotwithsAnding anything in this Agreemont (including but not
-' limited to the provisions of Seotion 13.1 hereof) or in the Operating Agreement to the contary, and subject to the provisions

of Seotion 13.3 hereot in the event an Overproduced Party intends to sell, assig4 exchange or otherwise hansfer any of its2l int"rot in a Balanoing Areq suoh Overproduosd Party shall notif, in writing the other working intorest owners who are

,J PafiiesheretoinsuchBalanoingAreaofsuchfaotatleast thirty ( 30 )dayspriortoolosingthe-- hansaction. Thereafter, any Underproduced Party may demand from such Overproduced Party in writing within
I twentv23 ----

( 20 ) days after receipt ofthe Overproduced Party's notice, a cash settloment ofits
Underproduction ftom the Balancing Area. The Operalor shall be notified of any such demand and of any cash settlement

?4 pursuant to this Section 13, and the Overproduction and Underproduction of each Party shall be adjusted accordingly. Any cash

settlement pursuant to this Seotion 13 shall be paid by the Overproduced Party on or before the earlier to occur (i) of sixty (60)

,. daYs after receipt of the Underproduoed Party's demand or (ii) at the closing of the hansaction in whioh the Overproduced
'" Pau:ty sells, assigns, exchanges or otherwise aansfers its interest in a Balanoing Area on the same basis as ofherwise set forth in

^. Sections 7.3 through 7.6 hereoi and shall bear interest at the rate set forth in Section 7.7 hereol beginning sixty (60) <tays

'o uft., the Overproduc€d Paxty's sale, assignmen! exchange or tansfer of its interest in the Balancing Area for any amounb not

or paid. Provided, however, if any Underproduced Party does not so demand such cash settlement of ic Underproduotion from the

Balancing fue4 such Underproduced Pa$y shall look exclusively to the assignee or other successor in intercst of ttre

.o Overproduced Party gving notice hereunder for the satisfaction of such Underproduced Paty's Underproduction in accordance
'" *ith th. provisions of Section 13.l hereof.

)o 13.3 The provisions of this Section 13 shall not be applicable in the event any Party mortgages its interest or disposes of its

interest by merger, reorganizatior! oonsolidation or sale of substantially all of its assets to a subsidiary or parent oompany, or ro

^ ^ any company in which any parent or subsidiary of such Party owns a majority of the stock of such company.
30

Jl t
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EXHIBIT 66F''

ATTACIIED TO AND MADE PART OF THAT CERTAIN OPERATING AGREEMENT DATED
NOVEMBER 18, 2015, BY AND BETWEEN XTO ENERGY INC. AS "OPERATOR", AND

ffi#:,1{oN-oPERATOR" 
COVERING THE ZINK MEYER IINIT B IN

FEDERAL CONTRACT REQT]IREMENTS

I. EOUAL EMPLOYMENT OPPORTIINITY:

A. Equal Opportunitv C1ause ("41 CFR 60-1.4)

During the perfomrance of this Contact, Contractor 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 origrn. Second
Party will take affinnative action to ensure that applicants are employed, and that
employees are treated during employment, without regard to their race, color,
religion, sex or national origrn. 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 fonns of
compensation; and selection for training, including apprenticeship. Second Party
agrees to post inconspicuous places, available to employees and applicants for
employm.ent, notices to employees and applicants for employment, notices to be
provided by the contracting officer setting forth the provisions of this non-
discrimination clause.

@ Second Party will, in all solicitations or advertisements for employees
placed by or on behalf of Second Party, state that all qualified applicants will
receive consideration for employment without regard to race, color, religion, sex
or national origln.

(3) Second Party will send to each labor union or representative of workers with
which Second Party has a collective bargaining agteement or other contract or
understandhg, unotice to be provided by the agency contuacting officer, advising
the labor union or workers' representative of Second Party's commitrnents 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 1,1,246 of
September 24, 1965, and of the rules, regulations, md relevant orders of the
Secretary oflabor.

(5) Second Parfy will furnish all infonnation and reports required by Executive
Order 11246 of Septemba 24, 1965, and by the rules, regulations, and orders of
Secretary of Labor, or pursuant thereto, and will pemrit access to his books,
records, and accounts by the contacting agency and the Secretary oflabor for
purposes of investigation to ascertain compliance with such rules, regulations, and
orders.

(6) In 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, terminated or suspended in whole or in part, and
Second Party may be declared ineligible for flrther Govenrment contracts in
accordance with procedures authorized in Executive Order 1,1246 of September
24, 1965, and such other sanctions may be imposed and remedies invoked as
provided in Executive Order 1,1246 of September 24, 1965, or by rules,
regulations, or orders of the Secretary of Labor, or as otherwise provided by law.
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(7) Second Party vyill include the provisions of paragraphs (1) through (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 11246 of September 24,1965, so that such provisions will be binding upon
each subcontractor or vendor. Second Party will take such action with respect to
any subconhact or purchase order as the contracting 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 witb, litigation with a subcontractor or vendor as a result of such

direction by the contracting agency, Second Party may request the United States

to enter into such litigation to protect the interests of the United States.

Employee Information Reports (41 CFR 60-1.7)

If the value of this Contuact is $50,000.00 or more, and if Second Party has 50 or
moro employees, Second Party agrees to file timely, complete and accurate
reports on Standard Form 100 (EEO-l) withthe appropriate federal agency.

Affirmative Action Program (.41 CFR 60-1.40)

If the value of this Contract is $50,000.00 or more and Second Party has 50 or
more employees, Second Party agrees to develop a written affimrative action
compliance pro$am as required by law.

Certifi cation of Non-sesegated Facilities (.42 CFR 60- 1 . 8)

Second Parly 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
urder its control, where segregated facilities are maintained. Second Paxty agrees
that a breach of this certification is a violation of the Equal Employment
Opportunity Clause in this Contract. As used in this certificatio& the temr
o'segregated facilities" means any waiting rooms, work areas, rest rooms, and
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, hansportation, 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 subcontractors prior to the award to a subconfractor
exceeding $10,000.00 which is not exempt from the provisions of the Equal
Employment Opportunity Clause; that it will retain such certifications in its files;
and that it will forward the following notice to such proposed subcontactors
(except where the proposed subcontractors have submitted identical certifi.cations
for a specific time period): NOTICE TO PROSPECTTVE SUBCONTRACTORS
OR REQINREMENTS FOR CERTIFICATIONS OF NON-SEGRAGATED
FACILITIES. A certification of Non-segregated Facilities, as required by the
May 9, 1967, Ofier on Elimination of Segregated Facilities, by the Secretary of
Labor (32 Fed. Reg.7439,May 1,9,1967) must be submitted prior to the award of
a subconftact exceeding $10,000.00 which is not exempt from the provisions of
the Equal Employment Opportunity Clause. The certification may be submiued
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.)

II. LrsTrNG OF EMPLOYMENT OPENTNGS (.41 CFR s0-2s0)

Second Party agrees to comply with the rules and regulations of the Department
of Labor conceming the listing of employment openings, including the contact
clairse set forth in 41 CFR 50-250.4, which clause is incorporated herein by
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n.

reference. Second Party also agrees to place the foregoing provision in any
subcontract directly under this Contract.

EMPLOYMENT OF THE HANpICAPPEp (20CFR 741.2)

This clause applies to all non-exempt contacts and subcontacts which exceed

$2,500.00 as follows:

A. Part A applies to contacts and subcontracts which provide for perfonnance in
less than 90 days;

B. Parts A and B apply to contracts and subcontracts which provide for
performance in 90 days or more and tbe amount of the confuact or subcontract is
less than $5000,000.00; 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
$500,000.00 or more.

l.

PART A

Second Pafiy will 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 employment is qualified. Second Party
agrees to take affirmative action to employ, advance in employmenf and
otherwise treat qualified handicapped individuals without discrimination based
upon their physical or mental handicap in all employm.ent practices such as the
following: employment, upgrading, demotion or transfer, recruitnent or
recruitnent advertising; layoff or termination, rates of pay or other fonns of
compensation, and selection for training, including apprenticeship.

Second Party agrees that, if a handicapped individual files a complaint with the
Second Party tltat Second Parry 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 CFF. 741.29 and (b) maintain on file for
three years, the record regarding the compliant and the actions taken.

Second Parly agees that, if a handicapped individual files a complaint with the
Deparfnent of Labor that Second Party 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 O) Second Party will provide all pertinent
infonnation 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, Part74|.

In the event of Second Parly'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 affimrative action progftrm, including
appropriate procedures consistent with the guidelines and the rules of the
Secretary of Labor, which will provide the affirmative action regarding the
employment 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 progfttm
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8.

9.

on or before March 31 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

responsible for the establishment and operation of the program.

Second Party agrees to perrnit the examination by appropriate contacting 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 form to be prescribed by the Assistant
Secretary for Employment Standards, provided by the contuacting offrcer 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 notify each labor union or representative of workers with which
he has a collective bargaining agreement or other contract understanding, that
Second Party is bound by the terms of Section 503 of the Rehabilitation Act, and
is committed to take aJfirmative action to employ and advance in employment
physically and mentally handicapped individuals.

PART C

Second Party agrees to submit a copy of Conhactor's affirmative action program
to the Assistant Secretary for Employment Standards within 90 days after the
award to Second Party of a contact or subcdnhact.

Second Party agxees to submit a sunmary 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 contract, in the
form prescribed by tlre Assistant Secretary, covering employnent and complaint
experience, accommodations made, and all steps taken to effectuate and carry out
the commitnents set forth in the affirmative action program.

10.

ll.

12.
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INTRODUCTION

2 Q1. Please introduce yourself to the Division.

3 A1. My name is Jeff Jackson. I arn a geologist for XTO Energy Inc. working in the

4 Appalachian Division.

Q2. What is your educational background?

/.2. I graduated'with a Bachelor of Arts degree in Geology from Western State College of

Colorado. I then received a Master of Science degree in Geology from Colorado School

of Mines.

5

6

8

17

18

T9

e Q3.

10 A3.

11

ls Q4.

T6 M.

13

I4

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. kL 201I, 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 geologist 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

skucture and isopach maps for various formations. I also create electric log cross

sections to detennine 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 target zone.

What types of subsurface data are you analyzing?

Elecfuonic log data from subsurface logs, as well as core data, and any published

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 Zink Meyer Unit B, consisting of 28 separate parcels of land totaling

approximately 673.4390 acres in Switzerland Township, Monroe County, Ohio. My

20

2T

22

ZJ

24

25

26

27

28

29

30

31

Qs.

A5.

Q6.

4.6.

Q7.

/^7.
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1 testimony will show that the Unitized Formation described in the Application is part of a

2 pool and thus an appropriate subject of unitization. My testimony will also support the

3 Unit Plan's allocation of unit production and expenses to separately owned tacts on a

4 surface acreage basis, based on the near identical geologic characteristics over the Unit.

5 TJNITIZATION FORMATION IS PART OF A POOL.

6 Q8. Can you please explain what a "pool" is in the context of oil and gas exploration?

7 A8. A pool is considered to be an undergtound reservoir that contains a common

8 accumulation of hydrocarbons that when drilled and or completed will yield these

t hydrocarbons for production to the surface. Each zone of a geologic feature that is

10 separate from any other zone in the same feature could contain a separate pool.

11 Q9. How is the Unitized Formation delined for the ZinkMeyer Unit B?

12 A9. It is defined as the subsurface portion of the Zink Meyer Unit B located from fifty (50)

13 feet above the top of the Utica Formation to fifty (50) feet below the top of Trenton

14 Formation.

t5 Q10. Do you have an opinion as to whether the Unitized Formation contemplated by the

16 Zink Meyer Unit B constitutes a pool or a part of a pool?

17 A10. Yes, based on my professional experience. It is my opinion that the Unitized Formation

18 qualifies as part of a pool.

L9 Q11. Why do you believe the Unitized Formation constitutes part of a pool?

20 A11. My interpretation of the geologic data, such as wireline welllogs, indicates that the Utica

2I / Point Pleasant formations should be present, with similar characteristics, across the

22 entire Zink Meyer Unit B. This indicates to me that the Unitized Formation is part of a

23 pool.

24 Q12. When you refer to the Utica / Point Pleasantn to what are you referring?

25 A1,2. The Utica / Point Pleasant is the term used to describe the subsurface formation from the

26 top of the Uticato the top of the Trenton.

27 Q13. Is your opinion based on your education and professional experience?

28 A13. Yes, my opinion is based on my professional experience and education.

29 Q14. Is this a commonly accepted method of analysis in your profession for determining

30 whether a pool or part of a pool exists?

3I A14. Yes.
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2

a
J

4 ALLOCATION METHODOLOGY

5 Q15. Production and expenses are allocated to the separate fracts in the Zink Meyer Unit

6 B under the Unit Plan on a surface-acreage basis. Given your education and

7 professional experienceo do you have an opinion on whether that allocafion method

8 is appropriate?

9 A15. Yes, in my opinion that allocation method is appropriate.

10 Q16. Why?

11 A16. It is appropriate because the Utica and Point Pleasant fonnations are expected to have

t2 similar thickness and characteristics across the Unit.

13 Q17. Do you have any exhibits to help explain your testimony?

14 Al7. Yes. Exhibits JJ-l and JJ-2 arc amap and a cross section that show wireline well logs.

15 The logs are annotated with the formation names. The cross section going over the Zink

16 Meyer Unit B shows a near equal thickness of the Utica and Point Pleasant formations.

17 The cross section displays wireline Gamma Ray data on a 0- 200 API scale. The

18 formation tops are based on Gamma Ray and are shown on the cross section. As you can

19 see, wireline log data indicates that the Utica and Point Pleasant formations are predicted

20 to be of equal thickness across the unit.

2l Q18. In your experience, is this a common method for allocating production and

22 expenses?

23 A18. Yes

24 Q19. Have you seen this allocation method used in other shale basins?

25 A19. Yes, I have seen production and expenses allocated on a surface acreage basis in the Fort

26 Worth Basin and the D-J Basin.

27 Q20. Does this conclude your testimony?

28 420. Yes.
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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 Zink Meyer Unit B, consisting of 28 separate tracts of land totaling 15 

approximately 673 acres in Switzerland Township, Monroe County, Ohio.  My testimony 16 

addresses that the unit operations for the Zink Meyer Unit B 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 Zink Meyer Unit B 22 

are reasonably necessary to increase substantially the recovery of oil and gas from 23 

those properties.  Would you describe briefly how XTO anticipates developing the 24 

Zink Meyer Unit B? 25 

A7. XTO plans to develop the Zink Meyer Unit B by drilling three horizontal wells targeting 26 

the Utica-Point Pleasant Shale formation.  It is estimated that the lateral lengths for the 27 

Zink Meyer B 5H, 7H, and 9H wells will measure approximately 8,262 feet, 9,008 feet, 28 

and 8,287 feet, respectively. 29 
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Q8. Do you have an opinion as to whether unit operations in the Zink Meyer Unit B 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 three wells could total as much as 51.1 BCF.  Without unitization, the lateral length 5 

would have to be shortened to approximately 435 total combined feet, and therefore 6 

production would only total 0.9 BCF.  Due to this difference in production, it is my 7 

opinion that unit operations are necessary in order to capture the additional 98% or 50.2 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 per foot from the group of 14 

offset wells and multiplied it by our planned lateral lengths for the Zink Meyer B 5H, 7H, 15 

and 9H in 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 wells will produce. There is a lot of 19 

uncertainty with how an unconventional rock formation such as the Utica-Point Pleasant 20 

Shale will 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 Zink Meyer 30 

Unit B 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 ESTIMATED 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 Zink Meyer Unit B 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 Zink Meyer Unit B’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 these 30 

wells?  31 
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A18. 1 

2 

3 

Capital costs consist of items such as surface location or pad construction, road 

construction, drilling, completions, and facilities.  Due to the discrepancy in lateral 

length, capital costs for the fully unitized and non-unitized Zink Meyer Unit B are 

estimated to total $27.3 million and $5.9 million, respectively. 4 

Q19: With respect to pad construction costs, are wells for other units being drilled from 5 

the same pad as the Zink Meyer Unit B? 6 

A19. Yes, there will be one or more additional wells drilled from the Zink Meyer pad into Zink 7 

Meyer Unit. 8 

Q20: How are the pad construction costs allocated between the Zink Meyer and Zink 9 

Meyer B Units? 10 

A20. Construction costs for the Zink Meyer pad are estimated to total approximately $1.4 11 

million, which was split evenly between the first two wells to be drilled, one in each unit, 12 

or about $710,000 per well. 13 

Q21. Can you define operating expenses and describe the anticipated operating expenses 14 

for this well? 15 

A21. Operating expenses include recurring repairs or maintenance for items such as the well’s 16 

surface facilities, casing or production tubing, the pad location itself, and disposing of 17 

produced water.  For the economic analysis, I applied the operating expenses as a 18 

monthly recurrence throughout the life of the well.  While operating expenses can vary 19 

significantly from well to well, I estimated that the operating expenses for the Zink 20 

Meyer B 5H, 7H, and 9H would average $4,000 per month per well in fixed costs plus $8 21 

per barrel of produced water as a variable cost. 22 

Q22. Based on this information and your professional judgment, does the value of the 23 

estimated recovery from the operations proposed for the Zink Meyer Unit B exceed 24 

its estimated costs? 25 

A22. Yes. 26 

Q23. Do you have an opinion as to whether the value of the estimated additional recovery 27 

from the proposed Zink Meyer Unit B operations – compared to the estimated 28 

recovery if unit operations do not occur – exceeds the operation's estimated 29 

additional costs? 30 

A23. Yes, I believe it would. 31 
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Q24. Would you explain? 1 

A24. 2 

3 

4 

5 

6 

7 

8 

9 

10 

With unit operations, XTO will be able to extend the lateral lengths of the Zink Meyer B 

5H, 7H, and 9H by a total of 25,112 feet.  According to my analysis, extending the 

laterals will cost an additional $21.5 million in drilling and completion capital expenses, 

and increase the total gas reserves for the Zink Meyer Unit B by about 50.2 BCF.  The 

value of the additional 50.2 BCF of natural gas exceeds the additional $21.5 million in 

drilling and completion expenses, as evidenced by my economic analysis.  By increasing 

the lateral lengths, the total net present value of the Zink Meyer Unit B (using a 10% 

discount rate) will increase from negative $5.5 million (absent unit operations), 

to positive $4.3 million (with unit operations), establishing that the value of the 

additional recovery from drilling the longer laterals exceeds the additional capital costs. 11 

Q25. And your opinions are based on your education and professional experience? 12 

A25. Yes. 13 

Q26. Does this conclude your testimony? 14 

A26. Yes15 
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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)*

Zink Meyer B 5H 8,262 435 $9,415 $5,861 16.5 0.9 $757 -$5,534 6 N/A
Zink Meyer B 7H 9,008 0 $9,169 $0 18.0 0.0 $2,094 $0 4 N/A
Zink Meyer B 9H 8,287 0 $8,745 $0 16.6 0.0 $1,427 $0 5 N/A

Total 25,557 435 $27,329 $5,861 51.1 0.9 $4,278 -$5,534 15 N/A
*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)

Zink Meyer B 5H 7,827 $3,554 15.7 $6,291 N/A
Zink Meyer B 7H 9,008 $9,169 18.0 $2,094 N/A
Zink Meyer B 9H 8,287 $8,745 16.6 $1,427 N/A

Total 25,122 $21,468 50.2 $9,812 -
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INTRODUCTION 1 

Q1. Please introduce yourself to the Division. 2 

A1. My name is David Pearson and I am a Senior Staff Landman for XTO Energy Inc. 3 

(“XTO”), based in Fort Worth, Texas. 4 

Q2. What is your educational background? 5 

A2. I have a Bachelor’s degree from the University of Oklahoma. 6 

Q3. Would you briefly describe your professional experience? 7 

A3. I worked as an independent landman primarily in acquisition due diligence and leasing, 8 

and have been an in-house landman for 4 1/2 years with XTO. 9 

Q4. What do you do as a Senior Staff Landman for XTO? 10 

A4. My primary responsibilities include lease acquisition, approving title for drilling, and 11 

contract negotiation. 12 

Q5. Are you a member of any professional associations? 13 

A5. Yes.  I am a member of the Fort Worth Association of Professional Landmen (FWAPL) 14 

and American Association Professional Landmen (AAPL). 15 

Q6. What is the purpose of your testimony today? 16 

A6. I am testifying in support of the Application of XTO Energy Inc. for Unit Operation filed 17 

regarding the Zink Meyer Unit B, comprised of twenty eight (28) tracts of land 18 

containing a total of 673.439 acres in Monroe County, Ohio.  More specifically, I will 19 

describe XTO’s efforts to acquire a lease on the only unleased tracts in the Unit, which 20 

are a 1.0 acre owned by CNX Gas Company and Hess Ohio Developments and a 30 acre 21 

tract owned by Paul D. Forni, which tract is also burdened by four non-participating 22 

royalty interest owners.  At the time of the original Application in this matter, XTO 23 

believed the 30 acre tract was leased to Pegasus Worldwide, LLC.  However, XTO has 24 

since learned that the lease to Pegasus was never funded, and we are now showing the 25 

tract as unleased in the Supplemental Disclosure to which this testimony is attached.  I 26 

will also describe XTO’s efforts to include CNX Gas Company and Gulfport Energy 27 

Corporation in the Unit Plan XTO is proposing. 28 

29 



-2-

EFFORTS MADE BY XTO TO LEASE UNIT TRACTS. 1 

Q7. The Application submitted by XTO and the Supplemental Disclosure indicates that 2 

it owns and/or controls the oil and gas rights to at least 446.766 acres of the 3 

proposed 673.439 acre unit.  Would you describe how XTO acquired those rights? 4 

A7. XTO acquired 364.816 acres by obtaining leases from the land/mineral owners. XTO 5 

administered a trade on behalf of its wholly owned subsidiary, Phillips Exploration, LLC, 6 

with Gulfport Energy Corporation to acquire one lease covering 81.95 acres. 7 

Q8. And that represents 66.340973% of the unit acreage? 8 

A8. Yes, that is correct. 9 

Q9. Are there other operators in the unit? 10 

A9. Yes.  There are four (4) other operators/working interest owners in the unit, two (2) of 11 

whom have approved the filing of this application.  Ascent Resources-Utica LLC 12 

(“ARU”) and Phillips Exploration LLC (“Phillips”) have approved the filing of this 13 

Application and the attached Unit Plan.  Please refer to Exhibits DP-3 and DP-4 to this 14 

testimony, which are ARU’s and Phillip’s approval of the Zink Meyer Unit B. 15 

Q10. What percentage of the total acreage of the Zink Meyer Unit B is represented by the 16 

oil and gas rights held by ARU and Phillips? 17 

A10. ARU represents 20.921629%, Phillips represents 7.301330% 18 

Q11. Given the Working Interest Owner Approvals executed by ARU and Phillips, is it 19 

accurate to say that the owners of 66.340973% of the unit have approved the filing 20 

of this Application? 21 

A11. Yes.  There is a one-digit rounding difference in the last decimal place if you add up the 22 

individual numbers shown for XTO, ARU, and Phillips, and that percentage is correct in 23 

terms of the total controlled acreage divided by the total unit acreage. 24 

Q12. How many uncommitted working interest owners are there in the Zink Meyer Unit 25 

B? 26 

A12. There are two (2) uncommitted working interest owner in the Zink Meyer Unit B. 27 

Q13. Who are the uncommitted working interest owners? 28 

A13. CNX Gas Company LLC owns leasehold on 6 tracts totaling 178.71 acres, and Gulfport 29 

Energy Corporation owns leasehold on one tract covering 5.599 acres. 30 
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Q14. Have you prepared affidavits detailing XTO's efforts to contact the uncommitted 1 

working interest owners to get them to participate in the Unit? 2 

A14. Yes. An Affidavit was prepared for this Application and is attached as Exhibit DP-6 and 3 

DP-8 to this testimony. 4 

Q15. How many unleased mineral owners are there in the Zink Meyer Unit B? 5 

A15. There are three unleased mineral owners who own undivided partial interests in one tract 6 

covering 1.0 acre. 7 

Q16. Who are the unleased mineral owners? 8 

A16. CNX Gas Company LLC and Hess Ohio Developments LLC each own an undivided 9 

one-half interest in the 1.0 acre tract.  The third owner is Paul D. Forni, as I previously 10 

explained. 11 

Q17. Have you prepared an affidavit detailing XTO's efforts to obtain leases from the 12 

unleased mineral owners? 13 

A17. Considering two of the mineral owners are Oil and Gas companies, the wells were 14 

proposed in typical industry fashion with an option to lease, and such detail is included in 15 

the affidavit covering uncommitted working interest owners attached as Exhibits DP-5 16 

and DP-6 to this testimony.   As to the other unleased owner, Mr. Forni, I have attached 17 

an affidavit of our efforts to lease his interest attached as Exhibit DP-7S.  Original 18 

Exhibit DP-7 no longer applies since the tract is now shown as unleased. 19 

Q18. Do you have an exhibit to your testimony that illustrates the leased, unleased, 20 

uncommitted, and Dormant Mineral claim tracts within the Zink Meyer Unit B? 21 

A18. Yes.  The unleased tracts are identified as Unit Tract No. 22 and 18; the uncommitted 22 

working interest tracts are identified as Unit Tract Nos. 4, 6, 7, 13, 16, 18, 20, and 24; all 23 

of which are depicted on the Zink Meyer Unit B Plat attached as Exhibit DP-9S to this 24 

testimony. 25 

Q19. Do you have an aerial plat of the Zink Meyer Unit B? 26 

A19. Yes. An aerial plat of the Zink Meyer Unit B is attached as Exhibit DP-10S to this 27 

testimony. 28 

UNIT PLAN PROVISIONS. 29 

Q20. Would you describe generally the development plan for the Zink Meyer Unit B? 30 
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A20. At present, the Zink Meyer Unit B is planned to have three wellbores, and it will share a 1 

pad site with the Zink Meyer Unit. 2 

Q21. Does XTO have a specific timeline for drilling the wells in the Zink Meyer Unit B? 3 

A21. Pending approval, we anticipate drilling the first well within a year and the other wells as 4 

market conditions and development plans in the area dictate. 5 

Q22. Does XTO have any other development activity in the immediate area? 6 

A22. No.  XTO has not yet drilled any wells in the immediate vicinity of the Zink Meyer Unit 7 

B, but has proposed Units to the East being the Milton Timber Unit and to the West being 8 

the Zink Meyer Unit, which are depicted on Exhibit DP-11S.  9 

Q23. Are you familiar with the Unit Plan proposed by XTO for the Zink Meyer Unit B? 10 

A23. Yes. 11 

Q24. Turning first to the body of the Unit Plan, marked as Attachment 1 to the 12 

Application.  Would you describe briefly what it does? 13 

A24. The Unit Plan establishes creation of the unit, how unit interests are determined, and sets 14 

the framework for development and production of the unitized substances, including the 15 

allocation of oil and gas production and unit expenses. 16 

Q25. Are all of the oil and gas rights in the proposed unit combined? 17 

A25. No, the unit agreement only unitizes the oil and gas rights at a specific subsurface 18 

interval.  In this case that interval is the stratigraphic equivalent of fifty (50) feet above 19 

the top of the Utica Shale formation to the stratigraphic equivalent of fifty (50) feet below 20 

the top of the Trenton Formation, which allows for development of the Utica/Point 21 

Pleasant. 22 

Q26. How would production from the Zink Meyer Unit B be allocated? 23 

A26. Once combined, production is allocated on a surface acreage basis, based on the 24 

proportion each individual tract acreage bears to the total unit acreage. 25 

Q27. Would you go through an example from Exhibit A-2 to the Unit Operating 26 

Agreement to illustrate what you mean? 27 

A27. In this case, Unit Tract No. 22 is 1.0 acre in a 673.439 acre unit.  The percentage of 1.0 28 

acre out of the 673.439 acre unit is known as the tract participation factor, in this case 29 

0.14849%.   30 

Q28. What does that mean in terms of production allocated to that particular tract? 31 
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A28. In this case, Unit Tract No. 22 has a participation factor of 0.14849 %, and the owners of 1 

Unit Tract No. 22 would be allocated that percentage of production out of the total Zink 2 

Meyer Unit B production. 3 

Q29. In your experience, is that an unusual way to allocate production in a unit? 4 

A29. No, in my experience, surface acreage allocation is the most common means of allocating 5 

unit production used in our industry. 6 

Q30. How are unit expenses allocated? 7 

A30. By the same means set out above, expenses are allocated proportionately to the acreage 8 

contributed to the unit. 9 

Q31. Who pays the unit expenses? 10 

A31. Working interest owners pay unit expenses. 11 

Q32. Do the royalty owners pay any part of the unit expenses? 12 

A32. No, royalty owners pay only their proportionate share of taxes. 13 

Q33. Let's turn to the Unit Operating Agreement.  It appears to be based upon A.A.P.L. 14 

Form 610 – Model Form Operating Agreement, is that correct? 15 

A33. Yes, in this case a modified version of the AAPL Form 610 – 1989. 16 

Q34. Would it be fair to say that you are familiar with the custom and usage of Form 610 17 

and other similar agreements in the industry? 18 

A34. Yes, this Joint Operating Agreement is widely used by XTO. 19 

Q35. Turning to the Unit Operating Agreement in particular, does it address how unit 20 

expenses are determined and paid? 21 

A35. Yes, Article III of the Operating Agreement sets out that both costs incurred and 22 

production received is based on the working interest for each owner as set out on the 23 

Exhibit A.  Additionally, Exhibit C to the Operating Agreement is an accounting 24 

procedure which specifies how unit expenses are determined and paid. 25 

Q36. That's commonly referred to as the COPAS? 26 

A36. Yes, it’s set out by the Council of Petroleum Accountants Society. 27 

Q37. Based upon your education and professional experience, do you view the terms of 28 

Exhibit C as reasonable? 29 

A37. Yes, this accounting procedure is drafted by disinterested parties who designed it to be 30 

fair to all parties whether participating as Operator or Non-operator.   31 
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Q38. Will there be in-kind contributions made by owners in the unit area for unit 1 

operations, such as contributions of equipment? 2 

A38. No, we do not anticipate any in-kind contributions. 3 

Q39. Are there times when a working interest owner in the unit chooses not to – or cannot 4 

– pay their allocated share of the unit expenses?5 

A39. Yes, this situation can and has occurred.  The Operating Agreement was drafted to 6 

address such scenarios. 7 

Q40. Generally, how is the working interest accounted for when an owner chooses not to 8 

participate in an operation? 9 

A40. If a working interest owner(s) cannot or elects not to participate, they are considered a 10 

non-consenting party.  The consenting parties will then bear the full cost and expense of 11 

the proposed operation.  The non-consenting party is deemed to have relinquished their 12 

rights to any production from that operation until such time as the consenting parties have 13 

recouped their initial costs plus a penalty set out in the Operating Agreement. 14 

Q41. Can a working interest owner choose to go non-consent in the initial well in the Zink 15 

Meyer Unit B? 16 

A41. Yes. 17 

Q42. Does the Unit Operating Agreement treat the initial well and subsequent operations 18 

differently in terms of going non-consent, and if so, why? 19 

A42. Yes, there is more risk in drilling the initial well because there is less information 20 

available about the specific area being drilled.  Drilling subsequent wells, the parties have 21 

the benefit of information acquired from drilling the initial well. 22 

Q43. But if the working interest owner still has a royalty interest in the unit, that royalty 23 

interest would remain in place and paid? 24 

A43. Yes, the royalty interest would be paid. 25 

Q44. Where are the risk factors for subsequent operations set out in the Unit Operating 26 

Agreement? 27 

A44. Article VI. B. 28 

Q45. Are the percentages included in the Unit Operating Agreement unusual? 29 

A45. No, these are fairly standard for unitization purposes. 30 
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Q46. I believe you've already described generally the documents in Exhibits A and C to 1 

the Unit Operating Agreement.  Let's turn to Exhibit B of the Unit Operating 2 

Agreement.  What is it? 3 

A46. Exhibit B is XTO’s standard oil and gas lease form that is attached to the Operating 4 

Agreement.  5 

Q47. Does this oil and gas lease contain standard provisions that XTO uses in connection 6 

with its operations in Ohio? 7 

A47. Yes.  This lease form is XTO’s standard lease for use in Ohio. 8 

Q48. Moving on to Exhibit D of the Unit Operating Agreement, would you describe what 9 

it is? 10 

A48. Exhibit D is the Insurance exhibit and sets out the minimum coverages to be maintained. 11 

Q49. Would you next describe to the Division Exhibit E of the Unit Operating 12 

Agreement? 13 

A49. Exhibit E is the Gas Balancing Agreement, which provides for the marketing of 14 

production and each party’s rights and obligations with respect to production. 15 

Q50. In your professional opinion, given your education and experience, are the terms of 16 

the Unit Plan, including the terms of the exhibits just discussed, just and 17 

reasonable? 18 

A50. Yes. 19 

Q51. Does this conclude your testimony? 20 

A51. Yes. 21 



STATE OF OHIO
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL AND GAS RESOURCES MANAGEMENT
AFFIDAVIT OF' OWNERSHIP

In re the Matter of the Application of
XTO Energy Inc. for Unit Operation

Zink Mever Unit B

Application Date: November 18, 2015

AFFIDAVIT OF OWNERSHIP

i, David Pearson, being first duly cautioned and sworn, do hereby depose and state as
follows:

My name is David Pearson and I arn a Senior Staff Landman with XTO Energy
Inc. ("Applicant"). My day-to-day responsibilities include overseeing and directing leas-e
acquisition for the Applicant in the State of Ohio, and I have personal knowledge of tie facts
stated herein.

2. Pursuant to Ohio Revised Code $ 1509.28, the Applicant has filed an
application with the Chief of the Division of Oil and Gas Resources Minagement requesting
T oiq,et- authorizing Applicant to operate the Unit Formation and appiicable land area,
identified as the Zink Meyer Unit B, according to the Unit Plan Jttached thereto (the
"Application") (as those terms are used and defined therein). The Zink Meyer Unit Ii is
located in Switzerland Township, Monroe County, Ohio, and consists of twenty eight (28)
separate tracts of land covering approximately 673.439 acres.

3. As of the.App.lication- Date set forth above, the Applicant and the Working
Interest Owners supporting the Application are the owners, as thit term is defined in Ohi6
Revised Code $ 1509.01(K), of at least 65% of the land overlying the Unitized Formation, as
outlined in Exhibit A attached hereto.

Funher Affiant sayeth naught.

Swom to and subscribed before me this / /L[ day of il.atU,yta&e,t .2015.

My Comm. Exp. 02.04.201S

DP-1



STATE OF OHIO
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL AND GAS RESOURCES MANAGEMENT

In re the Matter of the Application of
XTO Energy [nc. for Unit Operation

Zink Meyer Unit B

Application Date: November 18, 2015

LEASE AFFIDAVIT

I, David Pearson, being first duly cautioned and sworn, do hereby depose and state as
follows:

1. My name is David Pearson and I am a Senior Staff 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 Ohio Revised Code $ 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 area,
identified as the Zink Meyer Unit B, according to the Unit Plan attached thereto (the
"Application") (as those terms are used and defined therein). The Zink Meyer Unit B is
Iocated in Switzerland Township, Monroe County, Ohio, and consists of twenty eight (28)
separate hacts of land covering approximately 673.439 acres.

I To my knowledge the Applicant holds valid oil and gas leases (or equitable title
thereto) covering all of the Applicant's acreage, being eighteen (18) of the twenty eight (28)
tracts, as set forth in greater detail in Exhibit A-2 of the Unit Operating Agreemeni attached to
the Application.

Further Affiant sayeth naught.

Sworn to and subscribed before me this JdLday of /l ntorrxlor ,2015.

BECIO L SWANSON
l'lohtt Publlo
Stalo ol Teras

My Comm. Erp. 02-01.201 6

DP-2



STATE OF OHIO
DEPARTMENT OF NATURAL RESOITRCES

DI\ISION OF OIL AND GAS RSSOURCES I{ANAGEMENT

In re the Matter of the Application of
XTO Energy lnc. for Unit Operation

Zink Mever Unit B

Application Date: Novernber I 8, 201 5

WORKING INTEREST OWNER APPROVAL

XTO Bnergy lnc. ("Applicant") has prepared and/or filed an application asking the Chicf
of the Division of Oil and Gas Resources Management to issue an orrder authorizing Applicant to
opcrute the Zink Meyer Unit B, located in Monroe County, Ohio, and consisting of twenty-eight
(28) separate tacts of land covering approximately 673.439 acres, according to the Unit Plan
attached thereto (the "Application").

Ascent Rosoutces - Uticq LLC f'ARIJ') is the owner of a 4V/o working interest in and
to thirteen (13) leases covering fifteen (15) of the twenty-eight (28) tracts of land in the Zink
Meyer Unit B, as more specifically described in Exhibit I attached hereto. Said leases cover a
total of approximately 351.363 accs, leaving ARU with an approximate 20,86977% working
interest in the Zink Meyer Unit B.

ARU hEreby approves, and zupports the making of, the Application, including without
limitation the Unit Plan atached thereto, and acknowledges receipt of full and true copies
thercof.

ASCENT RESOURCES - UTICA, LLC

By:

Kade R. Smith
Land Manager, Utica l'|-J k

oae: \\ / tz-J \ 5

DP-3
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STATE OF OIIIO
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

Zink Meyer Unit B

Application Date: November 18, 2015

WORKING INTEREST OWNER APPROVAL

XTO Energy Inc. ("Applicant") has prepared andlor filed an application asking the Chief
of the Division of Oil and Gas Resources Management to issue an order authorizing Applicant to
operate the Zink Meyer Unit B, Iocated in Monroe County, Ohio, and consisting of twenty-eight
(28) separate tracts of land covering approximately 673.439 acres, according to the Unit Plan
attached thereto (the "Application").

Phillips Exploration , LLC is the owner of a 60Yo working interest in and to one (1) lease
covering one (1) of the twenty-eight (28) tracts of land in the Zink Meyer Unit B, as more
specifically described in Exhibit 1 attached hereto. Said lease covers a total of approximately
8 1 ,95 acres, leaving Phillips Exploration , LLC with an approximat e 7 .301329% working interest
in the Zink Meyer Unit B.

Phillips Exploration, LLC hereby approves, and supports the making of, the Application,
including without limitation the Unit Plan attached thereto, and acknowledges receipt of full and
true copies thereof.

Date

DP-4



D(EIBIT 1

TO WORKING INTEREST OWNER, APPROVAL
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STATE OF'OHIO
DEPARTMENT O[' NATURAL RESOURCES

DIVISION OF OIL AND GAS RESOURCES MANAGEMENT

In re the Matter of the Application of
XTO Energy Inc. for Unit Operation

Zink Mever Unit B

Application Date: November 18, 2015

AI'FIDAVIT OF DAVID PEARSON
(CONTACTS - UNCOMITTED WORKING INTEREST OWNERS)

I, David Pearson, being first duly cautioned and sworn, do hereby depose and state as

follows:

L My name is David Pearson and I am a Senior Staff Landman with XTO Energy

lnc. ("Applicant"). My day-to-day responsibilities include overseeing 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 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 Zink Meyer Unit B. 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

Zink Meyer Unit B. Those efforts are detailed below.

4. Regarding the following tracts, the following contacts were made or attempted:

Owners Name: Hess Ohio Developments, LLC
Point of Contact: Julia Johnson
Address: 1501McKinnev Street

Houston, TX 77010
Unleased Tract: Tax Parcel No. 28-027007.0000

Date XTO Contact

l,U13l20l5 David Pearson

Further Affrant sayeth naught.

Partv Contacted Method

Julia Johnson Email-FedEx

Notes

Emailed well proposal to Ms. Johnson
and sent well proposal, JOA, and offer to
lease via FedEx.

Sworn to and subscribed before me this . 'kL day of )frw,txtY.t ,2015.

BECKY L SWANSON
Nolary Publlc
Stato of Tsxas

My Comm. Exp. 02-04-201 6
Page 1 of1
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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

Zink Meyer Unit B

Application Date: November 18, 2015

AFF'IDAVIT OF DAVID PEARSON
(CoNTACTS - UNCOMTTTED WORKTNG INTEREST OWNERS)

I, David Pearson, being first duly cautioned and sworn, do hereby depose and state as
follows:

1. My name is David Pearson and I am a Senior Staff Landman with XTO Energy
Inc. ("Applicant"). My day-to-day responsibilities include overseeing and directing leasl
acquisition for Applicant in the State of Ohio.

2. As part of those responsibilities, I work with and supewise 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 Zink Meyer Unit B. Further, I have personil knowledge of contacts
that I have made and attempted to make on behalf of Applicant to lease unleased lands within the
Zink Meyer Unit B. Those efforts are detailed below.

4' Regarding the following tracts, the following contacts were macle or attempted:

Owners Name: CNX Gas Company, LLC
Point of Contact: Derek Fifzwater
Address: One Energy Drive

Further Affiant sayeth naught.

Swom to and subscribed before me this Waay of N/Ofember ,2015,

Unleased Tract: Tax Parcel Nos. 28-021013.0000,28-021009.1000,28-021007.0000,2g-
022004.0000 and 28-0 120 1 6.0000' 28-022013.0000, 28-027007.0000

XTO has been in communication with CNX regarding trade discussions and negotiations since
April20l4. At that time, XTO and CNX met to discuss development oppornrnit-ies of each
companies'respective acreage position in Switzerland Township, Momoe County, Ohio and
entered into a Confidentiality Agreement for the purposes of exthanging data *i.truding
acreage. Trade negotiations continued through July 2015, and duringthit time 2 small trides
were consurnmated, but neither tuade included the tracts identified above. Trade negotiations
stalled in August 2015, and XTO proposed the Zink-Meyer B 5H well ll/lll20l5. but has not

, it is my understanding that CNX is
ng at this time. Accordingly, unitization of
waste and loss by the mineral owners whose

minerals cannot otherwise be developed.

Page I of I
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STATE OF OIIIO
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL AND GAS RESOURCES MA}IAGEMENT

In re the Matter of the Application of
XTO Energy Inc. for Unit OPeration

Zink Mqver Unit B

Application Date: November 18, 2015

AF'I'IDAVIT OF DAVID PEARSON
(CONTACTS - UNCOMITTED WORKING INTEREST OWIIERS)

I, David Pearson, being first duly cautioned and swom, do hereby depose and state as

follows:

l. My name is David Pearson and I am a Senior Staff Landman with XTO Energy

Inc. ("Applicant"). My day-to-day responsibilities include overseeing 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 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 Zir:Ir- Meyer Unit B. 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

Zink Meyer Unit B. Those eflorts are detailed below.

4. Regarding the followiig tracts, the following contacts were made or attempted:

Owners Name: Gulfport Enerry Corporation
Point of Contact: Chase Anderson
Address: 14313 N. May, Suite 310

Oklahoma City' OK 73134

Uncommitted Tract: Tax Parcel No. 28-021002.0000

Kelly Sanders, in-house landman for XTO Energy Inc., has been engaged in trade negotiations

involving, among others, the above referenced parcel since July, 2015. XTO and Gulfport
appear to be close to signing a trade agreement, but as the trade agreement has not yet been

executed, David Pearson sent a well proposal for the Zink Meyer Unit B via email and FedEx on
tttr2l20t5.

Further Affiant sayeth naught.

TRISTAN IYNN RENNIE
Nordy Aalc

STATE OF TEXAS
MyCorm ErD Jf| t5.?0lg

Page I ofl
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