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Case 10-33569-sgj1i1 Claim 51-1 Filed 07/27/10 Desc Main Document
B 10 (Official Form 10) (04/10)
UNITED STATES BANKRUPTCY COURT Northern District of Texas PROOF OF CLAIM
Name of Debtor: Case Number:
Axis Onshore, L.P. 10-33565-SGJ

NOTE: This form should not be used to make a claim for an administrative expense arising after the commencement of the case. A request for payment of an

administrative expense may be filed pursuant to 11 U.S.C. § 503.

Name of Creditor éthc person or other entity to whom the debtor owes money or property):

0 Check this box to indicate that this

Pryme Oll and Gas, Inc. claim amends a previously filed
Name and address where notices should be seat: RE claim.
Winstead PC CEIVED
Attn: R. Michae! Farquhar c"(‘l'f"h?::;’ Nomber:
1201 Eim Street, Sulte 5400, Dallas, TX 75270-2199 '_' JUL 2 8 2[]1[]
Telephone number: ‘ Filed
214) 745-5400 iled on:
@ BMC GROUR
Name and address where payment should be sent (if different from above): —E {J Check thli: box i; y:‘;l are aware that
anyone else has filed a proof of claim
Same as above. relating to your claim. Attach copy of
statement giving particulars.
Telephone number: O Check this box if you are the debtor

or trustee in this case.

1. Amount of Claim 83 of Date Case Filed: 31,890,596.18 plus any and all addiional amounts
owing under any agreement between the Debtor and Creditor and/or applicable law.

If all or part of your claim is secured, complete item 4 below; however, if all of your claim 13 unsecured, do not complete
item 4.

If all or part of your claim is entitled to priority, complete item 5.

[ Check this box if claim includes interest or other charges in addition 1o the principal amount of claim. Attach itemized
statement of intcrest or charges.

5. Amount of Claim Entitled to
Priority under 11 US.C. §507(a). If
any portion of your claim falls in
one of the following categories,
check the box and state the
amount,

Specify the priority of the claim.

() Domestic support obligations under

2. Basis for Claim: __Money Advanced
(See instruction #2 on reverse side.)

11 U.S.C. §507(aX1)(A) or (a)1)(B).

3. Last four digits of any number by which creditor identifies debtor:

3a. Debtor may have scheduled account as:
Sce instruction #3a on reverse side.)

Wages, salaries, or commissions (up
to $11,725%) earned within 180 days
before filing of the bankruptcy
petition or cessation of the debtor's

3. Secured Claim (Sec instruction #4 on reverse side.)
Check the appropriate box if your claim is secured by a lien on property or a right of setoff and provide the requested
information.

Nature of property or right of setoff: 0 Real Estate {1 Motor Vehicle [ Other
Describe:
Value of Property:$ Annual Interest Rate %

Amount of arrearage and other charges of time case filed included in secured clalm,

Basis for perfection:

if any: §,

Amount of Secured Claim: § Amounnt Unsecured: §

business, whichever is earlier - i1
U.S.C. §507 (a}4).

Contributions to an employee benefit
plan - 11 U.S.C. §507 (8)(5)-

Up to $2,600* of deposits toward
purchase, lease, or rental of property
or scrvices for personal, family, or
houschold use — 11 U.S.C. §507
(eX7).

Taxes or penaltics owed to
governmental units — 11 U.S.C. §507
(aX8).

e
6. Credits: The amount of all payments on this claim has been credited for the purpose of making this proof of claim.

9. Documents: Attach redacted copies of any documents that support the claim, such as promissory notes, purchase

orders, invoices, itemized statements of running accounts, contracts, judgments, mortgages, and sccurity agreements.

You may also attach a summary. Attach redacted copies of documents providing cvidence of perfection of

a security interest. You may also attach a summary. (See instruction 7 and definition of “redact * on reverse side.)

DO NOT SEND ORIGINAL DOCUMENTS. ATTACHED DOCUMENTS MAY BE DESTROYED AFTER
SCANNING.

If the documents are not availsblc, please explain:

{J Other - Specify applicable paragraph

of 11 U.S.C. §507 (a}_)-
Amount entitled to priority:
s

*4mounts are subject to adjustment on
4/1/13 and every 3 years thereafler with
respect to cases commenced on or after
the date of adjustment.

T I FOR COURT USE ONLY |
Date: Sigoature: The person filing this claim must sign it. Sign and print name and title, if any, of the creditor or
07/27/2010 | other persop/flithorized to file this claim and state address and telephone pumber if different from the notice
address gi¥ple ¢ of power of attorney, if any.
// " Eoyan Messor Fresident

A
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INSTRUCTIONS FOR PROOF OF CLAIM FORM
The instructions and definitions below are general explanations of the law. In certain circumstances, such as bankrupicy cases not filed voluntarily by the debtor, there
may be exceptions to these general rules.
Items to be completed in Proof of Claim form

Court, Name of Debtor, and Case Nomber:

Fill in the federal judicial district where the bankruptcy case was filed (for
example, Central District of California), the bankruptcy debtor’s name, and the
bankruptcy case number. If the creditor received a notice of the case from the
bankruptcy court, all of this information is located at the top of the notice.

Creditor’'s Name and Address:

Fill in the name of the person or entity asserting a claim and the name and address
of the person who should receive notices issued during the bankruptcy case. A
separate space is provided for the payment address if it differs from the notice
address. The creditor has a continuing obligation to keep the court informed of its
current address. Sec Federal Rule of Bankruptcy Procedure (FRBP) 2002(g).

1. Amount of Claim as of Date Case Filed:
State the total amount owed to the creditor on the date of the
Bankruptcy filing. Follow the instructions concerning whether to
complete items 4 and 5. Check the box if interest or other charges are
included in the claim.

1. Basis for Claim:
State the type of debt or how it was incurred. Examples include
goods sold, money loaned, services performed, personal
injury/wrongful death, car loan, mortgage note, and credit card. If the claim is
based on the delivery of health carc goods or services, limit the disclosure of
the goods or scrvices 80 as to avoid embarrassment or the
disclosure of confidential health cere information. You may be required
to provide additional disclosure if the trustee or another party in interest
files an objection to your claim.

3. Last Four Digits of Any Number by Which Creditor Identifies
Debtor:
State only the last four digits of the debtor’s account or other number
used by the creditor to identify the debtor.

3a. Debtor May Have Scheduled Account As:

Usc this space to report a change in the creditor’s name, a transferred
claim, or any other information that clarifies a difference between this
proof of claim and the claim as scheduled by the debtor.

4. Secured Claim:

Check the appropriate box and provide the requested information if
the claim is fully or partially sccured. Skip this section if the claim is
entirely unsecured. (Sec DEFINITIONS, below.) State the type and
the value of property that secures the claim, attach copies of lien
documentation, and state annual interest rate and the amount past due
on the claim as of the date of the bankruptcy filing.

. Amount of Claim Entitied to Priority Under 11 US.C. §507(a).

If any portion of your claim falls in one or more of the listed
categories, check the appropriate box(es) and state the amount
entitled to priority. (See DEFINITIONS, below.) A claim may be
partly priority and partly non-priority. For example, in some of the
categories, the law limits the amount entitled to priority.

. Credits:

An authorized signature on this proof of claim serves as an acknowledgment
that when calculating the amount of the claim, the creditor gave the debtor
credit for any payments received toward the debt.

. Documents:

Attach to this proof of claim form redacted copies documenting the existence
of the debt and of any lien securing the debt. You may also attach a summary.
You must also sttach copies of documents that evidence perfection of any
security interest. You may also attach a summary, FRBP 3001(c) and (d).

If the claim is based on the delivery of health care goods or services, sce
instruction 2. Do not scnd original documents, as attachments may be
destroyed after scanning,

Date and Signature:
The person filing this proof of claim must sign and date it. FRBP 9011, If the
claim is filed electronically, FRBP 5005(a)(2), authorizes courts to cstablish
local rules specifying what constitutes a signature. Print the name and title, if
any, of the creditor or other person authorized to file this claim, State the
filer’s address and telephone number if it differs from the address given on the
top of the form for purposes of receiving notices. Attach a complete copy of
any power of attorney. Criminal penalties apply for making a false statement
on a proof of claim.

DEFINITIONS

INFORMATION

Debtor
A debtor is the person, corporation, or other entity that
has filed a bankruptcy case.

Creditor

A creditor is a person, corporation, or other entity owed a
debt by the debtor that arose on or before the date of the
bankruptcy filing. See 11 U.S.C. §101 (10)

Claim

A claim is the creditor’s right to receive payment on a
debt owed by the debtor that arose on the date of the
bankruptcy filing, See 11 U.S.C. §101 (5). A claim may
be secured or unsecured.

Proof of Clalm

A proof of claim is a form used by the creditor to
indicate the amount of the debt owed by the debtor on
the date of the bankruptcy filing. The creditor must file
the form with the clerk of the same bankruptcy court in
which the bankruptcy case was filed.

Secured Chaim Under 11 U.S.C. §506(a)
A secured claim is one backed by a lien on property of
the debtor. The claim is secured so long as the creditor
has the right to be paid from the property prior to other
creditors. The amount of the secured claim cannot
exceed the value of the property. Any amount owed to
the creditor in excess of the value of the property is an
unsecured claim. Examples of liens on property include
amonggeonmlmorasewn’g interest in a car.

A lien may be voluntarily granted by a debtor or may be
obtained through a court proceeding. In some states, a
court judgment is a lien. A claim also may be secured if
the creditor owes the debtor money (has a right to setoff).

Unsecured Claim

An unsecured claim is one that does not meet the
requirements of a secured claim. A claim may be partly
unsecured if the amount of the claim exceeds the value
of the property on which the creditor has a lien.

Claim Eutitled to Priority Under 11 US.C. §507(s)
Priority claims are certain categories of unsecured claims
that are paid from the available money or property ina
bankruptcy case before other unsecured claims.

Redacted

A document has been redacted when the person filing it
has masked, edited out, or otherwise deleted, certain
information. A creditor should redact and use only the
last four digits of any social-security, individual’s tax-
identification, or financial-account number, all but the
initials of a minor's name and only the year of any
person’s date of birth.

Evidence of Perfection

Evidence of perfection may include a mortgage, lien,
certificate of title, financing statement, or other
document showing that the lien has been filed or
recorded.

Acknowledgment of Filing of Claim

To receive acknowledgment of your filing, you may
cither enclose a stamped self-addressed envelope and a
copy of this proof of claim or you may access the court’s
PACER system (www.pacer,psc.uscourts,gov) fora
small fee to view your filed proof of claim.

Offers to Purcbase s Claim

Certain entities are in the business of purchasing claims
for an amount less than the face value of the claims. One
or more of these entities may contact the creditor and
offer to purchase the claim. Some of the written
communications from these entities may easily be
confused with official court documentation or
communications from the debtor. These entities do not
represent the bankruptcy court or the debtor. The
creditor bas no obligation to sell its claim. However, if
the creditor decides to sell its claim, any transfer of such
claim is subject to FRBP 3001(e), any applicable
provisions of the Bankruptcy Code (11 U.S.C. § 101 e
seq.), and any applicable orders of the bankruptcy court.
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

IN RE: §

§ Chapter 11
TRIDIMENSION ENERGY, L.P.,etal,, §
§ Case No. 10-33565-SGJ
§
§

Debtors. (Jointly Administered)

ADDENDUM TO PROOF OF CLAIM

The Debtors commenced this bankruptcy case on May 21, 2010 (the "Petition Date") by
filing a voluntary petition for relief under Chapter 11 of the Bankruptcy Code.

1. Claimant.

Pryme Oil and Gas, Inc. ("PO&G") files this Addendum to Proof of Claim as a creditor
of TriDimension Energy, L.P. (‘TriDimension") and Axis Onshore, L.P. ("Axis"), each a debtor
jointly administered in the above-captioned bankruptcy case (collectively, the "Debtors"),
pursuant to the hereinafter-described documents, money advanced, and/or goods and services
provided to TriDimension or its agents.

2. Basis and Amount of Claim 1.

TriDimension and Axis are affiliate companies with TriDimension holding title to certain
oil and gas properties and Axis acting as operator for TriDimension of such properties and agent
for TriDimension. Pursuant to that certain Exploration Agreement dated February 4, 2009
between PO&G and Axis (the "Exploration Agreement") and various Participation Agreements
between PO&G and Axis (collectively, the "Participation Agreements"), PO&G agreed to pay
costs for drilling and completing wells and acquire an interest in various oil and gas leases, and
Axis agreed to convey to PO&G an interest in certain oil and gas properties owned by
TriDimension.

In connection with the Exploration Agreement and the Participation Agreements, PO&G
and Axis executed various Model Form Operating Agreements (the "Joint Operating
Agreements") covering such properties, including that certain Joint Operating Agreement dated
February 4, 2009 naming Axis, as operator, and PO&G as non-operator (the "Four Rivers Joint
Operating_Agreement"), and covering oil, gas and mineral interests covering lands in Winn,
Concordia and Catahoula Parishes, Louisiana and Adams and Jefferson Counties, Mississippi,
such lands being designated the "Contract Area" in the Four Rivers Joint Operating Agreement.
Axis has drilled various oil and gas wells on the Contract Area in which PO&G has participated
as a non-operating working interest owner under the Four Rivers Joint Operating Agreement and
as a participant under the Participation Agreements and the Exploration Agreement. Pursuant to
the terms of the Four Rivers Joint Operating Agreement and similar joint operating agreements

ADDENDUM TO PROOF OF CLAIM PAGE 1 OF §
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executed in connection with the Participation Agreements, Axis is permitted, as operator, to
request advance payments from non-operators for the costs of operations to be conducted on
behalf of the owners of the oil, gas and mineral leases in the Contract Area, and Axis is required
to (i) pay when they become due, all accounts of contractors and suppliers and wages and
salaries for services rendered or performed and for materials supplied on, to, or in the Contract
Area and (ii) to keep the Contract Area free from liens and encumbrances resulting therefrom.

PO&G learned that Axis, on behalf of itself and as agent to TriDimension, had failed to
comply with the obligations of an operator under the Four Rivers Joint Operating Agreement
because it allowed liens to be filed against various wells and oil, gas and mineral leases in the
Contract Area. On May 11, 2010, through its counsel, PO&G sent a Notice of Default to Axis as
permitted by the terms of the Four Rivers Joint Operating Agreement alleging a breach of the
Four Rivers Joint Operating Agreement and requesting that such default be cured within the time
frame specified in the Four Rivers Joint Operating Agreement.

At the request of the Debtors and pursuant to the Participation Agreements, PO&G made
advance payments to the Debtors totaling at least $1,890,596.18 for PO&G's proportionate share
of the cost of operations to be conducted by the Debtors on the Contract Area under the Four
Rivers Joint Operating Agreement (or other joint operating agreements executed in connection
with individual Participation Agreements). Article V. D.4 of each Joint Operating Agreement
provides, in pertinent part, that the "Operator shall hold funds for the account of Non-Operators
advanced or paid to Operator . . . and such funds shall remain the funds of the Non-Operators on
whose account they were advanced or paid until used for their intended purposes or otherwise
delivered to the Non-Operators or applied to the payment of debts as provided" in the Joint
Operating Agreements. No accounting of how advance payments were applied to costs of
operation has been provided by the Debtors to PO&G, but the filing of liens against the wells and
oil, gas and mineral leases in the Contract Area by contractors performing work at the request of
Debtors indicate that funds advanced by PO&G to the Debtors may not have been properly used
to pay costs for which the advances were made.

3. Basis and Amount of Claim 2.

PO&G incorporates and re-alleges the matters set forth in Paragraph 2 above related to
Claim 1.

The Exploration Agreement, Participation Agreements and Joint Operating Agreements
as defined herein meet the definition of "farmout agreements" under 11 U.S.C. Section 101(21)
of the Bankruptcy Code. Pursuant to such agreements , PO&G is entitled to certain assignments
of interests in oil, gas and mineral leases from Axis, PO&G having fully performed its
obligations under such agreements. To the extent not yet executed and recorded, PO&G
demands an assignment of an interest in such oil, gas and mineral leases from Axis, which
pursuant to 11 U.S.C. Section 541(b)(4) interest is not property of Debtor's estate, all in
accordance with the terms and provisions of the Exploration Agreement and Participation
Agreements.

ADDENDUM TO PROOF OF CLAIM PAGE 2 OF §
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4. Indebtedness to PO&G.

As of the Petition Date, the aggregate amount of at least $1,890,596.18 was advanced by
PO&G to the Debtors for PO&G's proportionate share of costs of operations to be incurred on
the Contract Area for drilling and completing wells and operating costs. Any amounts or portions
thereof advanced by PO&G to the Debtors and not properly applied to payment of costs relating
to drilling and completing wells or lease operating expenses as permitted by the Joint Operating
Agreement are due and owing to PO&G from Axis. Moreover, PO&G asserts a claim for any
and all unliquidated amounts pursuant to the allegations under Claim 2 asserted above.

5. Other Rights.

In addition to the foregoing claims, PO&G reserves the right in the future to amend, if
necessary, and assert any and all claims that PO&G may have against the Debtors for imposition
of constructive trust, earmarking of funds, equitable lien, security interest, subrogation,
marshaling, or other legal or equitable remedies to which PO&G may be entitled. The filing of
this Addendum to Proof of Claim is not to be construed as an election of remedies.

6. Credits.

The amount of all payments by the Debtors prior to the Petition Date on this claim have
been credited and deducted for purposes of making this Proof of Claim.

7. Attachments.

The documents attached to this Proof of Claim include, but are not limited to, the
documents evidencing and supporting PO&G's claim against the Debtor(s). PO&G reserves its
right to supplement its Proof of Claim with additional documents in support of its claims against
the Debtors in the event such documents are or become available to PO&G.

8. Notices.
All notices with respect to this Proof of Claim should be sent to counsel for PO&G:

Winstead PC

Attn: R. Michael Farquhar, Esq.
5400 Renaissance Tower

1201 Elm Street

Dallas, Texas 75270

9. Payments.

All payments and distributions with respect to this Proof of Claim should be made to
PO&G as follows:

Pryme Oil and Gas, Inc.
c/o Winstead PC
Attn: R. Michael Farquhar, Esq.

ADDENDUM TO PROOF OF CLAIM PAGE 3 OF §
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5400 Renaissance Tower
1201 Elm Street
Dallas, Texas 75270

10. Amendments.

PO&G reserves the right to amend and/or supplement this Proof of Claim. This Proof of
Claim and Addendum may not include or reference all relevant documents, collateral or other
rights of interests of PO&G. This Proof of Claim and Addendum are not intended to be
exhaustive or limiting. All documents supporting PO&G's claim against the Debtors are
available upon written request to counsel for PO&G.

11. Reservation of Rights.

This Proof of Claim is made without prejudice to the rights of PO&G to other
indebtedness, obligations, or liability of Axis to PO&G.

This Proof of Claim shall not be construed in any way as a waiver of the right of first
refusal or other preferential rights to purchase oil and gas interests granted to PLX by the
Debtors pursuant to any operative agreement providing such rights to PLX. PLX hereby
expressly reserves any such right of first refusal and all preferential rights allowed under
applicable law.

PO&G does not waive any right to any security held by PO&G; any right to claim
specific assets; any rights of setoff, recoupment, or counterclaim; or any other right, rights of
action, causes of action, or claims, whether existing now or hereinafter arising, that PO&G has or
may have against the Debtors or any other person or persons, and PO&G expressly reserves all
such rights.

Filing of this Proof of Claim is not and shall not be deemed or construed as: (a) a waiver
or release of PO&G's rights against any other person, entity, or property; (b) a consent by PO&G
to the jurisdiction of this Court or any other court with respect to proceedings, if any,
commenced in any case against or otherwise involving PO&G; (c¢) a waiver or release of
PO&G's right to trial by jury in this Court or any other court in any proceeding as to any and all
matters so triable herein, whether or not the same be designated legal or private rights or in any
case, controversy or proceeding related hereto, notwithstanding the designation or not of such
matters as "core proceedings" pursuant to 28 U.S.C. § 157(b)(2), and whether such jury trial
right is pursuant to statute or the United States Constitution; (d) a consent by PO&G to a jury
trial in this Court or any other court in any proceeding as to any and all matters so triable herein
or in any case, controversy or proceeding related hereto, pursuant to 28 U.S.C. § 157(e) or
otherwise; (€) a waiver or release of PO&G's right to have any and all final orders in any and all
non-core matters or proceedings entered only after de novo judicial review by a United States
District Court Judge; (f) a waiver of the right to move to withdraw the reference with respect to
the subject matter of this Proof of Claim, any objection thereto or other proceeding which may
be commenced in this case against or otherwise involving PO&G; or (g) a waiver or release of
any past, present, or future defaults or events of default.

ADDENDUM TO PROOF OF CLAIM PAGE 4 OF 5
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Dated: July 27, 2010

ADDENDUM TO PROOF OF CLAIM PAGE 5 OF §
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A.A.P.L. FORM 610 - 1989
MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT
DATED

February 4 , 2009

year

OPERATOR _AXIS ONSHORE, LP

CONTRACT AREA  Copper River Prospect TI2ZN-R2ZW Winn Parish, Louisiana, Sandy
Creek Prospect TIIN-R1W Winn Parish, North Natchez Prospect 16-
T7N-R2W Adams County, Mississippi, Sunnyside Prospect TSN-R1W
Jefferson County, Mississippi, NE Point Breeze Prospect TIN-RIE
Concordia Parish, Louisiana, West Lismore Landing Prospect 16-
T6N-R7E Concordia Parish, Louisiana, Wallace Lake Prospect 14-
T8N-R6E Concordia Parish, Louisiana, North Larto Lake Prospect
TSN-R6E Concordia Parish, Louisiana, West Larto Lake Prospect 10-
T4N-RSE Catahoula Parish, Louisiana, Larto Lake Prospect 16-T5N-
R6E Catahoula Parish, Louisiana.

NON-OPERATOR: PRYME OIL & GAS, INC.

COUNTY OR PARISH OF  Catahoula, Concordia, , STATEOF  Louisiana/
Winn/Adams, Jefferson L.
Mississippi

COPYRIGHT 1989 — ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 4100 FOSSIl. CREEK BLVD.
FORT WORTH, TEXAS. 76137, APPROVED
FORM.
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A.AP.L.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

Anicle
L

1L
I

VI

VIL

VHL

DEFINITIONS

TABLE OF CONTENTS

EXHIBITS ...
INTERESTS OF PARTIES
A. OIL AND GAS INTERESTS, -

B. INTERESTS OF PARTIES IN COS I‘S AND PRODUCTION
C. SUBSEQUENTLY CREATED INTERESTS: ...t

A. TITLE EXAMINATION: .....
B. LOSS OR FAILURE OF TITLE:
1. Failure of Title
2. Loss by Non-Payment or Erroneous avment of Amount Due
3. Other Losses
4, Curing Title..vo.conuenn,

OPERATOR......... SO OO TSR P OO
A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR:.....
B. RESlGNATlO\‘ OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR ......
1. Resignation or Removal of Operator ..
2. Selection of Successor Operator .....
3. Effect of Bankruptcy.... .
C. EMPLOYEES AND CONT! R.ACTORS
D. RIGHTS AND DUTIES OF OPERATOR: ...
. Competitive Rates and Use of Affiliates.
. Discharge of Joint Account Obligations .
. Protection from Liens
. Custody of Funds
. Access to Contract Area and Records..........

. Filing and Furnishing Governmental Reports........
. Drilling and Testing Operations............cecccuevecerrennisnsansenses
. Cost Estimates
. Insurance...............

DRILLINQ AND DEVELOPMEN

B. SUBSEQUENT OPERATIONS: .....coonvirvsirriemccserisons

1. Proposed Operations..................
2. Operations by Less Than All Parties..................
3. Stand-By Costs
4. Deepening
5
6
7

\OOO\IO\L}E&WN—‘

. Sidetracking
. Order of Preference of Operations ..
. Conformity to Spacing Pattem....

8. Paying Wells... b e e s e bbb e r bR r e et ae 9

C. COMPLETION OF WELLS REWORK[NG AND PLUGGING BACK ............ 9
1. Completion .9

2. Rework, Recomplete or Plug Back ...........ccoveunn... .9
9

9

D. OTHER OPERATIONS: ................
E. ABANDONMENT OF WELLS:.
1. Abandonment of Dry Holes ............cccocouune
2. Abandonment of Wells That Have Produce
3. Abandonment of Non-Consent Operations
F. TERMINATION OF OPERATIONS.:.........
G. TAKING PRODUCTION JN KIND: .
(Option 1) Gas Balancing Agreement......
(Option 2) No Gas Balancing Agreement.......
EXPENDITURES AND LIABILITY OF PARTIES..
A. LIABILITY OF PARTIES:
B. LIENS AND SECURITY IN
C. ADVANCES: ......cocvmmermerernrinenns
D. DEFAULTS AND REMEDIES
1. Suspension of Rights....
2. Suit for Damages......
3. Deemed Non-Consent.,
4. Advance Payment........
5. Costs and Attorneys’ Fees
E. RENTALS, SHUT-IN WELL PAYMENTS A
Fo TAXES! oo
ACQUISITION, MAINTENANCE OR TRANSFER OF [NTERFS 1
A. SURRENDER OF LEASES:........ccccoummimrenirnrnn
B. RENEWAL OR EXTENSION OF LEASES:
C. ACREAGE OR CASH CONTRIBUTIONS:
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IX.

X1

XIL
XL
X1V,

XVL

TABLE OF CONTENTS

D. ASSIGNMENT; MAINTENANCE OF UNIFORM INTEREST: 15
E. WAIVER OF RIGHTS TO PARTITION: s s s 15
INTERNAL REVENUE CODE ELECTION ..ocvv vttt 15
CLAIMS AND LAWSUITS ....ccoomrnmrirnesnrsssersssssssssssssssssons 15
FORCE MAJEURE........

NOTICES ......ooovvvvirmrimnrvcsmsisssenens

TERM OF AGREEMENT

COMPLIANCE WITH LAWS AND REGULATIONS.........c.ccrcvmmsmcmmesmssssiesmscnmssessessamsssens 16
A. LAWS, REGULATIONS AND ORDERS: .......... .16
B. GOVERNING LAW: ..cccoocecrrcremrrren - 16
C. REGULATORY AGENCIES: .16
MISCELLANEQUS .. oocooceossevesomssesassssoess s sesiss e sss s s ssss s 17
Ac EXECUTION: oo ssesss s s sssssssse st sssesss s 17
8. SUCCESSORS AND ASSIGNS s e e e e e 17
C. COUNTERPARTS: ..cocoocmvvvrsnrsnscescsossenstnesssssesessssassssosssesnsos 17
D. SEVERABILITY .ooovnoctneisissssnsssssisssosss s ssssse s oo osss e s sssssne 17
OTHER PROVISIONS ......oooocvmmrtemirnscmiscssissresmsmessessssssassssssosssssssns 17
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

OPERATING AGREEMENT

THIS AGREEMENT, cntered into by and between __AXIS ONSHORE, LP i —
hercinafter designated and referred to as “Operator,” and the signatory party or parties other than Operator, sometimes
hereinafer referced to individually as "Non-Operator,” and collectively as "Non-Operators.”

WITNESSETH:

WHEREAS. the parties to this agreement are owners of Oil and Gus Leases and/or Oil and Gas Interests in the land
identified in Exhibit "A,” and the parties hereto have reached an agreement to explore and develop these Leases and/or Oil
and Gas Interests for the production of Oil and Gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE 1.
DEFINITIONS

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

A The term "AFE" sha!! mean an Authority for Expenditure prepared by a party to this agreement for the purpose of
estimating the costs to be incurred in conducting an operetion hereunder.

B. The term “Complction” or "Completc” shall mcan & single op
and Gas in one or more Zones. including, but not limited to, the setting of production casing, perforating, well stimulation
and production testing conducted in such operation.

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

D. The term “Deepen” shall mean a single operation whereby a well is drilled to an objective Zone below the deepest
Zone in which the well was previously drilled, or below the Deepest Zone proposed in the iated AFE, which is the

Aned

o plete 8 well as a producer of Qil

lesser,

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

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

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

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

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

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

K. The term "Oil and Gus" shall mean oil, gas,

b A

d gas, gaus and/or all other liquid or gaseous
hydrocarbons and other marketable substances produced thercwith, unless an intent to limit the inclusiveness of this term is
specifically stated.

L. The term "Oil and Gas Interests” or "Interests” shall mean unlessed fee and mincral interests in Oil and Gas in tracts
of'land lving within the Contract Area which are owned by partics to this agreement.

M. The terms "Oil and Gus Lease,” "Lease” and "Leasehold” shall mean the oil and gas leases or intercsts therein
covering tracts of lang lying within the Contract Area which are owned by the parties to this agreement.

N. The term "Plug Back” shall mean a single operation wherehy a decper Zone is abandoned in order lo attempt a
Completion in a shallower Zone.

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

P. The term "Rework" shall mean an operation conducted in the weliborc of a well after it is Completed to sccure,
restore, or improve production in 8 Zone which is currently open to production in the wellbore. Such operations include, but
are not limited to. well stimulation operations but exclude any routine repair or miaintenance work or drilling, Sidetracking,
Deepening, Completing, Recompieting, or Plugging Back of & well.

Q. The term “Sidetrack” shall mean the directional control and intentional deviation of a well from vertical so as to
chunge the boftom hole location unless done to straighten the hole or drill around junk in the hole to overcome other
mechanical difficulties.

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

Unless the context othenwise clearly indicates, words used in the singular include the plural, the word "person® includes
natural and artificial persons, the plural includes the singular, and any gender includes the line, feminine, and neuter.

ARTICLE 1.
EXHIBITS
The following exhibits, as indicated below and hed hereto, are i
X A. Exhibit "A." shall include the following information:

(1) Description of lands subject to this agreement,

(2) Restrictions, i any, as to depths, formations, or substances,

(3) Partics to agresment with addresses and telephone numbers for notice purposes,

(4) Percentages or fractional interests of parties to this agreement,

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

+6rBurdens-onproducton

P d in and made & pant hereof:

hY B. Exhibit *B," Form of Lease.
~..X__ C. Exhibit "C," Accounting Procedure.
b D. Exhibit "D." Insurance.
a C Eahilaigt B0 Bal H A
—F —ch \g#
F—Bxhibit 1N Disorntinats d-Certifiaats £-Non-S: wrogatod-Faoititios:
— G—Exhibit- 3G Tax-Partnership:

X H. Other: Memorandum of Operating Agreement
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1£—anu—provision—af—any—exhibit pEahibits—E; P —and—"G;L-is—inoonsistent—with—any—p i} ined—in
!!"3)‘ Ay fihic 12 th P :: -‘Z“ !'\Ab 41 felac, 5 ahall ;muni\
ARTICLE 1L
INTERESTS OF PARTIES

A. Oil and Gas Interests: .
I any party owns an Oil and Gas Interest in the Contract Area, that Interest shall be treated for all purposes ?f this

agreement and during the term hereof as if it were covered by the form of Oil and Gas Lease attached hereto as Exhibit “B,”

and the owner thereof shall be deemed to own both royalty interest in such lease and the interest of the lessee thereunder.

B, Interests of Partics in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be bome
and paid, and all cquipment and materials scquired in operations on the Contract Area shall be owned, by the partics as their
interests are set forth in Exhibit "A" In the same manner, the parties shall also own all production of Qil and Gas from the
Contract Area subject, however, to the payment of royaltics and other burdens on production as described hereafter.

Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other
burdens may be payable and except as otherwise expressly provided in this agreement, each party shall pay or deliver, or
cause to be paid or delivered_ all urdens. qn its. share of the production from the Contract Arca up to, but not in excess of,

/ ki Bk Pﬁd\%lah§ flgnd shall indemnify, defend and hold the other parties free from any liability therefor.
Except os otherwise expressly provided in this agreement, if any party has contributed hercto any Lease or Interest which it
burdened with any royalty, overriding royalty, production payment or other burden on production in excess of the amounts
stipulatcd nbove, such party so burdened shall assume and alone bear all such excess obligations and shall indemnify, defend
and hold the other parties hereto harmless from any and all claims attributable to such excess burden. However, so long os
the Drilling Unit for the productive Zone(s) is identical with the Contract Area, each party shell pay or deliver, or cause to
be paid or delivered, all burdens on production from the Contract Aren due under the terms of the Oil and Gas Lease(s)
which such party has contributed to this agreenient, and shall indemnify, defend and hold the other parties frec from any
ltability therefor.

No party shall ever be responsibie, on @ price basis higher than the price received by such party, to any other party's
lessor or royalty owner. and if such other pany's lessor or royalty owner should demand and receive scitiement on a higher
price basis, the party contributing the affected Lease shall hear the additional royalty burden atiributable to such higher price.

Nuthing contained in tis Asticle 111.B. shall be deemed an assignment or cross-assignment of interests covered hereby,
and in the event two or more parties contributc to this agreement joinUy owned Leases, the parties' undivided interests in
said Leascholds shall be deemed separate leasehold intcrests for the purposcs of this agreement.

C. Subsequently Created Interests:

[f any party has contributed hereto a Lease or Interest that is burdened with an assignment of production given as security
for the payment of money, or if, aRer the dae of this agreement, any party creates an overriding royalty, productior
payment, net profits interest, essignment of production or other burden payable out of production atributable to its working
interest hereunder, such burden shall be decmed a "Subsequently Created Interest.”  Further, if uny party has contributed
hereto o Lease or Interest burdened with an overriding royalty, production payment, net profits interests, or other burden
paynble out of production created prior to the date of this agreement, and such burden is not shown on- Exhibit "A," such
burden also shall be deemed a Subscquently Created [nterest to—the—extant h—burd ~—the—burd R—gU el party

i Int -t od-the ntstivulsted-in-Artiole-Hi-B—ab
P A oo

The party whose interest is burdened with the Subsequently Created Interest (the "Burdened Party") shall assume and
alone bear. pay and discharge the Subsequently Created Interest and shall indemnify, dofend and hold harmless the other
parties trom and against any liability therefor. Further, if thc Burdened Party fails to pay, when duc, its sharc of expenses
chargeable hereunder, all provisions of Article VILB. shail be enforceable against the Subsequently Created Interest in the
same manner as they are enforceable against the working interest of the Burdened Party. If the Burdened Party is requircd
under this agreement ‘0 assign or relinquish to any other party, or parties, all or a portion of its working interest and/or the
pruduction ettributable thereto, said other party, or parties, shall receive said assiginent and/or production free and clear of
said Subsequently Created Interest, and the Burdened Party shall indemnify, defend and hold harmless said other party, or
parties, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest.

ARTICLE IV,
TITLES

A. Title Examination:

Title examination shall be made on the Drillsite of any proposed well prior to commencement of drilling operations and,
it a majority in interest of the Drilling Parties so request or Operator so elects, title cxamination shall be made on the entirc
Drilling Unit, or maximum amticipated Drilling Unit, of the well.  The opinion will include the ownership of the working
inerest, minerals, royalty, overriding royalty and production paymenmts under the applicable Leases.  Each party contributing
Leases and/or Oil and Cas Inwerests to be included in the Drillsite or Drilling Unit, if appropriate, shall fumish to Operator
il abstracts (including federal lease status reports), title opinions, title papers and curative material in its possession frec of
charge.  All such information not in the possession of or made available to Operator by the partics, but necessary for the
examination of the title, shall be obtained by Operator. Operator shall cause title 10 be examincd ba' attorneys on its staff or
by outside attorneys. Copies of all title opinions shall be furnished to each Drilling P:rgﬁ"f “Eg‘sqls‘ incurred by Operator in
procuring  abstracts, fees paid oul‘;'i&’ct e:}lcgegy;orﬁ?r title examination (including preliminary, supplemental, shut-in royaity
opinions and division order titie opmionsu) and other direct charges as provided in Exhibit “C" shall bc bome by the Drilling
Parties in the proportion that the imerest of each Drilling Party bears to the total interest of all Drilling Parties as such
intcrests appear in Exhibit "A."  Operator shal! maku»ne«ﬁﬂg?ﬁ?‘/'?&”Zéﬁam rendered by its staff attorneys or other personnel
in :he performance of the above functions.

Each party shall be responsible for securing curative wmatter and pooling d or ags qui in
connection with Leases or Oil and Gos lnterests contributed by such party. Operator shell be responsible for the preparation
and recording of pooling designations or declarations and communitization agreements as well as the conduct of hearings
before governmental agencies for the securing of spacing or pooling orders or any other orders necessary of appropriate to
the conduct of operations hereunder.  This shall not prevent any party from appearing on its own behalf at such hearings.
Costs incurred by Operator. including fees paid to outside attomeys, which are associnted with hcarings before governmental
agencies, and which costs are necessary and proper for the activities contemplated under this agreement, shall be direct
charges to the joint account snd shall not be covered by the administrative overhead charges as provided in Exhibit "C."

.2-
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Operator shall make no charge f Otmrpitemgclsm;gfidcred by its staff attomeys or other personnel in the performance of the above
functions. n - o .

No well shall be drilied on the Contract Area until afier (1) the title to the Drillsite or Drilling Unit, if appropriate, hes
been examined as above provided, and (2) the title has been approved by the cxemining attomey or title has been accepted by
all of the Drilling Parties in such well.

B. Loss or Failure of Title:
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Exhibit "A"  This shall include but not he limited to the loss of any Lease or Interest through failurc to develop or because
express or implied covenanis have not been performed (other—thun—perf whioh—requd by —the—pay H—monoYy);
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reacjustment of interests in the remaining portion of the Cuntract Area on account of any joint loss.
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ARTICLE V.
OPFRATOR
A. Designation and Responstbllities of Operator:

AXIS ONSHORE, LP. shall be the Operator of the Contract Ares, and shall conduct
and direct and have full control of all operations on the Contrect Area as permitted and required by, and within the limits of
this agreement, In its performance of services hereunder for the Non-Operators, Operator shall be un independent contractor
nol subject to the control or direction of the Non-Operators except as to the type of operation to be undertaken in accordance
with the election procedures contained in this agreement. Operator shall not be deemed, or hold itself out as, the agent of the
Non-Operators wath authority to bind them to any obligation or liability assumed or incurred by Operator as to any third

party. Operator shall conduct its mctivities under this agrcement as a reasonable prudent operator, in a good and workmanlike
wanner, with due diligence and dispaich, in accordance with good oilfield practice, and in compliance with applicable law and
regulation, but in no event shall it have any linbility as Operator 10 the other parties for losses sustained or liabilities incurred
except such as may result from gross negligence or willful misconduct,
B. Resignation or Removal of Operator and Selection of Successor:

1. Resignaticn or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators.
If Operator terminates ils legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of
serving ns Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the sclection of a
successor.  Operator may be removec only, for 5°°d cause by the affirmative vote of Non-Operators owning & majority interest
based on ownership as shown on Exhibit ”A’sy er—exetuding-the voting interest of Operator, such-veta-shall-net-be
deemed-—eftbotive—unti-a-writttn—notice—has—boesn—detivered—o—the-Operator—by—a—Non-Operstor—~detaiting-the—alleged—defanlt—and

O tor—has—failed—u the—detatitanithin-thiry—{30}—days—fi it recaint—of—th i if~the—~defauk
f 3 Yevy—aay P g

thea—bai 1 d—within—torn—eieht—(48)-h £ s -recaipt-of-th H F h £t . " _shall
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p H ined-inAsrtiole-M-A—or-rmal “wrml....mm‘, # f¢ its-obligats der-tht

Subject to Article VILD.1, such resigdation or removal shall not become effective urml 7.00 o'clock AM. on the first
day of the calendar month following the cxpiration of ninety (90) days afler the giving of notice of resignation by Operator
or action by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of
Operator at 2n earlier date. Operator, atter effective date of resignation or removal, shall be bound by the terms hereof as a
Non-Operator. A change of a corporate name or structure of Operator or transfer of Operator's interest to any single
subsidiary, parent or successor corporation shall not be the basis for removal of Operator.

2. Selection of Successor Qperator; Upon the resignation or removal of Operetor under any provision of this agreement, &
successor Operator shell be selected by the parties. The successor Operator shall be selected from the partics owning un
interest in the Contract Arca at the time such successor Operator is selected, The successor Operator shall be selected by the
affirmative vote of two (2) or morc parties owning a majority interest based on ownership as shown on Exhibit *A”;
provided, however, if an Operator which has been removed or is deemed to have resigned fuils to vote or votes only to
succeed itself, the successor Operator shall be sclectcd by the affirmative vote of the party or partics owning a myjority
interest based on ownership as showr. on Exhibit "A" remaining afier excluding the voting interest of the Operator that 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 possession of the
successor operator.  Any cost of obtaining or copying the former Operator's records and data shall be charged to the joint
accounl

Effeet of Bankpuptey: If Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have
resigned without any action by Non-Operators, except the selection of a successor. If a petition for relief under the federal
bankruptcy laws is filed by or against Operator, and the removal of Operator is prevented by the federal bankruptey court, all
Non-Operators and Operator shall comprise an interim vperating committee to serve until Operator has elected to reject or
assume this agreement pursuant 1o the Bankruptcy Code, and an clection to reject this agreement by Operator as a debtor in
posscssion, or by a trustee in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operators,
except the selection of a successor. During the period of time the operating committee controls operations, all actions shall
requite the approval of 1wo (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A." In
the cvent there are only two (2) parties to this agreement, during the period of time the operating committee controls
operations, a third party acceptable to Operator, Non-Operator and the federal bankrupicy court shall be selected as a
member of the operating committee, and all actions shall require the approval of two (2) members of the operalmg
committee without regard for their interest in the Contract Area based on Exhibit “A."

C. Employces and Contractors:

The number of employees or contractors used by Operator in ducting operations h der, their sclection, and the
hours of labor end the compensation for services performed shall be determined by Operator, and all such employees or
contractors shalt be the employees or contractors of Operator.

D. Rights and Duties of Operator:

I. Compelitive Rates and Use of Affiliates. All wells drilled on the Contract Area shall be drilled on a competitive
contract basis at the 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 the arca and the rate of such charges
shail be agreed upon by the partics in writing before drilling operations are commenced, and such work shall be perfnrmed by
Operator under the same terms and conditions as are customary and usual in the area in of ind d
who are doing work of a similar nature. All work performed or materials supplied by affiliates or related pamcs of Operutor
shall be performed or supplicd ar competitive rates, pursuant to written agreement, and in accordance with customs eand
stanlards prevailing in the industry.

2. Discharge of Joint Account Obligations; Except as herein otherwise specifically provided, Operator shall promptly pay
and discharge expenses incurred in the development and operation of the Contract Area pursuamt 10 this sgreement and shall
charge each of the parties hereto with their respective proportionate shares upon the expense basis provided in Exhibit "C."

Operator shall keep an accurate record of the joint account h der, showing exp i d and charges and credits
made and received. )
3. Protection from_Liens: Operator shall pay, or causc 10 be puid, as and when they become due and payable, all accounts

of contractors and suppiiers end wages and salaries for services rendered or performed, and for materials supplied on, to or in
respect of the Centract Asea or any operations for the joint account thereof, and shall keep the Contract Arca 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

1

2 materials supplied.

3 4. Cuslody of Funds; Operator shall hold for the account of the Non-Operators any funds of the Non-Qperators advanced

4 or paid to the Operator, either for the conduct of operations hereunder or as a result of the sale of production from the

§  Contract Area, and such funds skall remain the funds of the Non-Operators on whose account they are advanced or paid until

6 used for their intended puarmsl ‘}ir Lothcrwise delivered to the Non-Operators or epplied toward the payment of debts as

7 provided in Article VILB. /' Nothing in this paragraph shall be construed to establish a fiduciary relationship between Operator

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

9 this paragraph shall require the maintenance by Operator of separate accounts for the funds of Non-Operators unless the

10 parties otherwise specifically agree.

" . S, {Lg‘c;e‘sa_tg %&M Operator shall, except as otherwise provided herein, permit each Non-Operator.

12 {’:;ut“rsn 33’.;ulﬂu'l)ht;r?zggy'rré;'r‘csen!a%vé?ngl the Non-Operator's sole risk and cost, full and free access at all reasonable times to

13 all operations of every kind and character being conducted for the joint account on the Contract Area and to the records of

14 opcrations conducted thereon or production therefrom, including Operator's books and records relating thereto.  Such access

15 rights shall not be excrcised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate

16 Qpera@ to fumnish any geologic oT -gcophysical data of nn. intc:p'rclive naéul;c, 'é'g slsmt‘;xremcgglv n?{n‘pgg?iar:}ljg:s of such

17 interpretive data was charged to the joint account. Operator will furnish to cacﬁ Won-{gpcrmor { upon rcqucs? coptes of any

18 and all reports and information obtained by Operator in comnection with production and related items, including, without

19 limitation, meter and chert reports, production purch 1t , run tickets and monthly gauge reports, but cxcluding

20 purchase contracts and pricing information to the extent not spplicable to the production of the Non-Operator seeking the

21 information.  Any audit of Operator's records relating to amounts expended and the appropriateness of such expenditures

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

23 6. Filing and Furnjshing_Governmental Reports: Operator will fite. and upon written request promptly furnish copies to

246 each requesting Non-Operator not in default of its pay obligati all operational notices, reports or applications

25 required to be filed by lJocal, State, Federal or Indian agencies or authorities having jurisdiction over operati h der.

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

27 7. Drilling and_Testing Qgerations: The following provisions shall apply to each well drilled hercunder, including but not

28  limited to the Initial Well:

29 () Operator will promptly advise Non-Operators of the date on which the well is spudded, er-(hg-l-llddalc on which

io drilling operations arc cumme-ncegjm in default of its nymﬁnl obligations ) . X

31 well (b} Operator will send 1o Non-Operators /'such reports, test resuits and notices regarding the progress of operations on the

3 e o Rl ety s gt 1y g o, ol g vl s

34 (c) Operator sha!l adequately test all Zones 7 encountered which may reasonadly be expected to be capable of producing

35 Oil and Gas in paying quantities as a result of cxamination of the electric log or any other logs or cores or tests conducted
hereunder, . .

;: 8. Cost Estimates; Upon request of anyN&!n!\rs‘ccrll%{r?; ! grf';'talp 6%5'&?&”3!5? g?r‘r‘i?sh estimates of current and cumulative ooslsA

38 incurred for the joint account et reasonable intervals during the conduct of any operation pursuent to this agrcement.

39 Operartor shall not be held tisble for errors in such estimates so long as the estimates are made in good faith.

© 9. lnsurance: At all times while operations are conducted hereunder, Operator shall comply with the workers

Gl compensation law of the state where the operations are being conducted; provided, however, that Opcrator may be a self-

@ ingurer tor liability under said compensation laws in which event the only charge that shall be made to the joint account shall

@ be as provided in Exhibit "C." Operator shali also carry or provide insurance for the benefit of the joint account of the parties

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

as or for the Contract Asca to comply with the wqucrs compcensation law of the statc where the operations are being conducted

4% and to maintain such other insurance as Operetor may require.

4 [n the event automnobile liability insurance is specificd in said Exhibit *D," or subscquently receives the approval of the

a8 purtics, no direct charge shall be made by Operator for premiums paid for such insurance for Opermtor's automotive

4 equipment.

50 ARTICLE V1.

51 DRILLING AND DEVELOPMENT

52 A, Initial \ell:

" On or before the day of Opcrator shall commence the drilling of the Initial

¢l gt llowing localion:, , ,

:: Elg%égg‘gfl Vlk ¥ Dﬁfﬁﬁ*ﬁﬂﬁ%@(ﬂ.omnor\ AGREEMENT DATED BETWEEN AXIS ONSHORE, LP

56

57

58

59

:(: dshall-4 inve-the-dritling-of-the-well-with-due diligense-to

02

63

o4

63

66

b7 The drilling of the Initiel Well and the participation therein by all parties is obligatory, subject to Article VL.C.1. s to participation

:z in Completion operations and Anticle VI.F. as 10 termination of operations and Anticle Xl as to occurrence of force majeure.

0 B. Subsequent Operations:

N | Proposed Qperations; |f any party hiereto should desire to drill any well on the Contract Arca other than the Initial Well, or

7; if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back'.a dry hole or a well WPM

n P jucing-i-paving—quantities-in which such party has not otherwise relinquished its interest in the proposed objective ;onc under

7 this agreement, the party desiring to drill, Rework, Sidetrack, Decpen, R plete or Plug Back such a well shall give written

notice of the proposed operstion to the parties who have not otherwise relinquished their interest in such objective Zonc
.5-
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under this agreement and to all other parties in the case of a proposal for Sidetracking or Decpening, specifying the work to be
performed, the location, proposed depth, objective Zone and the estimated cost of the operation. The parties to whom such a
notice is delivered shall have thirty (30) days after receipt of the notice within which to notify the party proposing to do the work
whether they clect to participate in the cast of the proposed operation. If a drilling rig is on location, notice of a proposal to
Rework. Sidetrack, Recomplete, Plug Back or Deepen may be given by telephone and the response period shall be limited to forty-
eight (48) hours, smlusi»e-}rg} lﬁr\?rday. Sunday and legal holidays. Failure of a party to whom such notice is delivered to reply
within the period above fixed shall constitute an clection by that party not to participate in the cost of the proposed operation.
Any proposal by a party to conduct an (\pemtio& ‘z;?nﬂicling with the operation initially proposed shall be delivered to all partics
within the time and in the manner provided in Article / M3B6-

! If all partics to whom such notice is delivered clect to participate in such a proposcd operation, the parties shall be
contractually committed to participate therein provided such operations are commenced within the time period hercafter set
forth, and Operator shall, no later than ninety (90) days afler expiration of the notice period of thirty (30) days (or ss
promptly as practicable after the expiration of the forty-eight (48) hour period when a drilling rig is on location, as the case
muy be), actually commence the proposed operation and thereafter complete it with due diligence at the risk and expense of
the parties participating therein; provided, however, said commencement date may be extended upon written natice of same
by Operator 0 the other parties, for a period of up to thinty (30) additional days if, in the sole opinion of Operator, such
additioral time is reasonably necessary to obtain permits from governmental authorities, surface rights (including  rights-of-
way) or appropriate drilling equipment, or to complete tille cxamination or curative mawer required for title approval or
acceptance,  If the actual operation has not been commenced within the time provided (including apy extension thereof as
specifically permitted herein or in the force majeure provisions of Asticle XI) and if any party hereto still desires to conduct
said operation, written notice proposing same must be resubmitted to the other partics in accordance herewith as if no prior
proposal had been made. Those parties that did not participate in the drilling of & well for which a proposal to Decepen or
Sidetrack is made hercunder shall, if such parties desire to participate in the proposed Decepening or Sidetracking operation,
reimburse the Drilling Parties in accordance with Article VIB.4. in the event of a Decpening operation end in accordance
with Asticle VI.B.S. in the event of a Sidetracking opcration.

2, Qperations by Less Than All Parties:

(a) Determination of Participation. [f any party to whom such notice is deliversd as provided in Article VI.B.1. or
VLC.1. (Option No. 2) elects not to participate in the proposed operation, then, in order to be cntifled to the benefits of this
Article, the party or parties giving the notice and such other parties as shall elect to participate in the operation shall, no
later than ninety (90) days aRer the expiration of the notice period of thirty (30) days (or &s promptly as practicable afier the
expiration of the forty-eight (48) hour period when a drilling rig is on location, as the case may be) actually commence the
proposed operation and complete it with due diligence. Operator shall perform all work for the account of the Consenting
Perties; provided, however, if no drilling rig or other equipment is on location, and if Operator is a Non-Consenting Party,
the Consenting Partics shall either: (i) request Operator to perform the work required by such proposed operation for the
occount of the Consenting Parties, or (ii) designate one of the Cunsenting Parties as Operator to perform such work,  The
rights and duties granted to and imposed upon the Operator under this agreement are granted to and imposed upon the party
designated as Operator for an operation in which the originel Operator is a Non-Consenting Party. Consenting Parties, when
conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and conditions of this
agreement,

If less than all parties approve any propesed operation, the proposing party, i diately afier the eapiration of the
applicable noticc period, shall advise all Parties of the total interest of the parties approving such operation and its
recomaendation as to whether the Consenting Parties should proceed with the uperation as proposed. Each Consenting Party,
within forty-eight (48) hours (o;w of Saturday, Sunday, and legal holidays) after delivery of such notice, shall sdvise the
pruposing party of its desire to (i) limit participation to such party's interest as shown on Exhibit “A" or (i) carry only its
proportionate part (determined by dividing such party’s interest in the Contract Area by the interests of all Consenting Partics in
the Contract Area) of Non-Consenting Parties' interests, or (iii) camy its proportionate part (determined as provided in (ii)) of
Non-Censenting  Partics' interests together with uil or a portion of its proportionate pant of any Non-Consenting Parties'
interests that any Consenting Party did not elect to take. Any interest of Non-Consenting Partics that is not carricd by a
Consenting Party shall be deemed to be carried by the party proposing the operation if such party does not withdmw its
proposal.  Feilure 1o advise the proposing party within the time required shall be deemed an clection under (i). In the event a
drilling rig is on location, notice may bT given by telephone, and the time permitted for such a response shall not exceed a
total of forty-eight (48) hours (e*elusi-ivnoc-)‘ sc;Y‘cSmurday, Sunday and legal holidays). The proposing party, at its election, may
withdraw such proposal if' there is less than 100% participation and shall notify all parties of such decision within ten (10)
days, or within twenty-four (24) hours if a drilling rig is on location, following expiration of the applicable response period.
If 100% subscription to the proposed operation is obtained, the proposing party shall promptty notify the Consenting Partie.
of their proporticnate interests in the operation and the party serving as Operator shall commence such operation within the
period provided in Article VI.B.1., subject to the same extension right as provided therein.

(b) Relinquishment of Intecest for Noy-Panticipation. The entire cost and risk of conducting such operations shall be
barne by the Consenting Parties in the proportions they have eclected to bear same under the terms of the preceding
paragraph.  Consenting, Parties shall keep the leasehold estates involved in such operations free and clear of all ticns and
encumbrances of every kind created by or arising from the operations of the C ing Partics. If such an operation results
in a dry hole, thea subject to Articles VLB 6. end VLE.3, the Consenting Partics shall plug and sbandon the well and restore
the surfoce location at their sole cost, risk and expense, provided, however, that thosc Non-Consenting  Parties  that
pariicipated in the drilling, Deepenng or Sidetracking of the well shall remain lisble for, and shall pay, their proportionatc
shares of the cost of pluggmg and abandoning the well and restoring the susface location insofar only s thuse costs were mot
increased by the subsequent operations of the Consenting Parties. If any well drilled, Reworked, Sidetracked, Deepencd,
Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas in
paying quantities, the Cousenting Parties shell Complete and equip the well to produce at their sole cost and risk, and the
well shall then be tumed over to Operstor (if the Operator did not conduct the operatiod) and shall be operated by it at the
expense and for the account of the Consenting Parties.  Upon of operati for the drilling, Reworking,
Sidetracking, Recompleting, Decpening or Plugging Back of any such well by Consenting Partics in accordance with the
provisions of this Article, each Non-Consenting Party shall be decmed to heve relinquished to Consenting Partics, and the
Consenting  Partics shall own and be cniitled to receive, in proportion to their respective imterests, all of such Non-
Consenting Party's interest in the well and share of production thereflom or, in the case of a Reworking, Sidetracking,
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Deepening, Recompleting or Plugging Back, or a Completion pursuant to Aricle VI.C.1. Option No. 2, all of such Non-

|

2 Consenting Party's interest in the production obteined from the operation in which the Non-Consenting Party did not elect
3 (o participate. Such relinquishment shall be effective until the proceeds of the sale of such share, calculated at the well, or
4 market value thereof if such share is not soid (afler deducting applicable ad valorem, production, severance, and excise taxes,
5 royalty, overriding royalty and other interests not excepted by Article 1I.C. payable out of or d by the producti
6 fram such well accruing with respect to such interest until it reverts), shall cqual the total of the following:

7 (i) 200 % of cach such Non-Consenting Pasty's share of the cost of any newly acquired surface equipment
$ bevond the wellhead connections (including but not limited to sujck tanks, separators, treaters, pumping cquipment and
9 piping), plus 100% of each such Non-Consenting Party's share of the cost of operation of the well commencing twith first
10 production and continuing until each such Non-Consenting Part;/s' relinquished interest shall revert to it under other
11 provisions of this Article, it being agreed that each Non-Consenting Party's share of such costs and cquipment will be that
12 interest which would have been chargeable to such Non-Consenting Party had it participated in the well from the beginning
13 of the operations; and

14 (ii)__500 % of (a) thar portion of thc costs and expenses of drilling, Reworking, Sidetracking, Deepening,
15  Plugging Back, testing, Completing, and Recompleting, after deducting any cash contributions received under Asticle VIILC,
16 and of (b) that portion of the cost of newly acquired cquipment i the well (to and including the wellhead connections),
! which would have been chargeable to such Non-Consenting Party if it had participated therein,

] Notwithstanding anything to the contrary in this Article VI.B;., if the well does not reach the dccpésl objective Zone
19 described in the notice proposing the well for reasons other than ‘the encountering of granite or practically impenetrable
20  substance or other condition in the hole rendering further operations Impracticeble, Operator shall give notice thereof to each
21 Non-Consenting Party who submitted or vored for an altcmalive f)roposal under Article VI.B.6, to drill the well to a
22 shallower Zonc than the deepest objective Zone proposed in the nuucc under which the well was drilled, and each such Non-
23 Consenting Party shall have the option to participate in the initial proposed Completion of the well by paying its share of the
24 cost of drilling the well to its actual depth, calculated in the munner provided in Asticle VIBA. (2). If any such Non-
2 Consenting Party does not elect to participate in the first Completion proposed for such well, the relinquishment provisions
26 of this Article VI.B 2. (b) shall apply to such party's interest.

2 (c) Reworking, Recompleting _or Plugging Back. An election not to participate in the - drilling, Sidetracking or
28 Deepening of 8 well shall be deemed an election not to participate in any Reworking or Plugging Back operation proposed in
2 such a well, or portion thereof, to which the initial non-consent clection applied that is conducted at eny timc prior to full
30 recovery by the Consenting Partics of the Non-C ing Party's p amount.  Similarly, an election not to
31 participate in the Completing or Recompleting of a well shall be deemed an clection not to perticipate in any Reworking
52 operation proposed in such a well, or portion thereof, to which the initial non-consent clection epplied that is conducted at
33 any time prior lo full recovery by the Consenting Paries of the Non-C ing Party’s recoup amount.  Any such
34  Reworking, Recompleting or Plugging Back operation conducted durigg the recoupment period shall be deemed part of the
35  cost of operation of said well and there shell bc added to thc sums to be recouped by the Consenting Parties 500 % of
36  that portion of the costs of the Reworking, Recompleting or Plugginé Back operation which would have been chargeable to
37 such Non-Consenting Party had it participated thercin. If such a Reworking, Recompleting or Plugging Back operation is
38  proposed during such recoupment period, the provisions of this Article VLB, shull be applicable as between snid Consenting
39 Parties in said well,

40 (d) Recoupment Matters, During the period of time Conscméng Parties are entitled to rcccive Non-Conscnting Party'’s
4l share of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payr of all ad velorem,
42 production, severance, excisc, gathering and other taxes, and all myé;lty, overriding royalty and other burdens applicable to
43 Non-Consenting Party's share of production not excepted by Article IIL.C.

44 In the case of any Reworking, Sidetracking, Plugging Back, R pleting or Deepening operation, the C 8
45  Panies shall be permined to usc, free of cost, 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, Sidetracking, Plugging Back,
47 Recompleting or Deepening, the Consenting Pertics shall account for all such equipment to the owners thereof, with cach
48 pany receiving its proportionate part in kind or in valuc, less cost of salvage.

49 Within ninety (90) days after the completion of any operation under this Article, the party conducung the operations
S0 for the Consenting Panties shall furnish cach Non-Consenting Party with an inventory of the cquip in eand d to
§  the well, and an itemized statement of the cost of drilling, Sidetracking, Deepening, Plugging Back, testing, Completing,
52 Recompleting, and cquipping the well for production; or, at its option, the operating party, ln lleu of an itcmized statement
53 of such costs of operation, may submit a detailed statement of monthly billings. Each memh—/ ﬂlcrcahcr during the time the
54 Consenting Partics are being reimbursed as provided above, the party ducting the operati for the C g Parties
$§  shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the operation of
56 the well, together with a stetement of the quantity of Oil and Gas prodluced from it and the amount of proceeds realized from
$7  the sale of the well's working interest production during the preceding month. In determining the quantity of Oil und Gas
$8  produced during any month, Consenting Parties shall use industry accepted methods such as but not limited to mctcnng or
$9  periodic well tests. Any amount realized from the sale or other disposition of equis newly acquired in with
60 any such aperation which would have boen owned by a Non-Consenting Perty had it participated therein shall be credited
61  against the total unreturned costs of the work done and of the equipment purchased in determining when the interest of such
62  Non-Conscnting Party shall revert to it as above provided; and if thtre is a credit balance, it shall bc paid to such Non-
63 Consenting Party. )

64 If and when the Consenting Partics recover from a Non-C ing Party's relinquished interest the provided,
65 for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 a.m. on the dey~/
66  following the day on which such recoupment occws, and, from and after such reversion, such Non-Consenting Party shell
7 own the same interest in such well, the material and equipment in or peraining thereto, and the production therefrom as
68 such Non-Consenting Pany wouid have been entitled to had it panicipated in the drilling, Sidetracking, Reworking,
49 Deepening, Recompleting or Plugging Back of said well. Thereafter, such Non-Consenting Party shall be charged with and
70 shall pay its proportionate part of the further costs of the operation of said well in accordance with the terms of this
71 agreement and Exhibit “C" atrached hereto.

72 3. Stand-By Costs: When a well which hus been drilled or Decpened has reached its authorized depth and all tests have
73 been completed and the results thercof fumished to the parties, or when operations on the well have been otherwise
74 termunated pursuant to Amicle VLF., stand-by costs incurred pending response to a party's notice proposing a Reworking,

.7-
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Sidetracking, Deepening, Recompleting, Plugging Back or Completing opcration in such a well (ineluding—the—poried—required
YT PTPI PR Y, 8 - WA ! peting—propesals) shall he charged and bome as part of the drilling or Deepening
operation just completed.  Stand-by costs subsequent to all parties responding, or expiration of the response time permitted,
whichever first occurs, and prior to agreement as to the participating interests of afl Consenting Parties pursuant to the terms
of the second grammatical paragraph of Article VI.B.2. (a), shall be charged to and bome as part of the proposed operation,
but if the proposal is subsequently withdrawn b of insufficient participation, such stand-by costs shall be allocated
between the Consenting Parties in the proportion each Consenting Party's interest as shown on Exhibit "A" bears to the totel
interest as shown on Exhibit "A" of atl Consenting Parties.

In the event that notice for a Sidelracésr-lg cfgsgr'xralﬁun is given while the drilling rig to be utilized is on location, any party
may request and receive up o five (5) additional days after expiration of the forty-cight hour response period specified in
Article VL.B.1. within which to respen¢ by paying for all stand-by costs and other costs incurred during such cxtended
response period; Operator wmay 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 elects to take such additional time to respond to the notice. standby costs shall be
allocated between the parties taking additional time to respond on a day-to-day basis in the proportion cach electing purty's
interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all the electing parties.

4. Deepening: If less than all purties elect to participate in e drilling, Sidetracking, or Deepening operation proposed
pursuant to Article VI.B.l. the interest relinquished by the Non-Consenting Parties to the Consenting Parties under Asticle
ViB.2. shall relate only end be limited to the lesser of (i) the total depth actually drilled or (ii) the objective depth ot Zone
of which the parties were given notice under Article VI.B.1. ("Initia) Objective"). Such well shall not be Deepened beyond the
Initial Objective withcut first complying with this Article to afford the Non-Consenting Parties the opportunity to participate
in the Deepening operation,

In the event any Consenting Party desires to drill or Deepen a Non-Consent Well to a depth below the Initia) Objective,
such party shall give natice thereof, complying with the requirements of Amicle VIB.1, to all partics (including Non-
Cansenting Parties). Thereupon, Articles VI.B.I. and 2. shall apply and all partics receiving such notice shall have the right to
participate or not participate in the Deepening of such well pursuant to said Articles VIB.1. and 2. If a Deepening operation
is approved pursuant to such provisions, and if any Non-Consenting Party elects to participate in the Decpening operation,
such Non-Consenting party shall pay or make reimbursement (as the case may be) of the following costs and expenses.

(8) If the proposal to Deepen is made prior to the Completion of such well as n well capable of producing in paying
quantitics, such Non-Consenting 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 the surface to the Initial Objective which Non-
Consenting Party would have paid hed such Non-Consenting Party agreed to participate therein, plus the Non-Conscnting
Party's share of the cost of Deepening and of participating in any further operations on the well in accordance with the other
provisions of this Agreement; provided, however, ail costs for testing and Completion or attempted 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 proposai is made for a Non-Consent Well that has been previously Completcd as a well capable of producing
in paying quentitics, but—is—ne~—long pable—of—predusing—in—paying—quantities, such Non-Consenting Party shall pay (or
reimburse Consenting Parties for, s the case may be) its proportionate share of all costs of drilling, Completing, and
equipping said well from the surface to the Initial Objective, calculated in the manner provided in paragraph (a) abuve, less
those costs recouped by the Consenting Parties from the sale of pruduction from the well. The Non-Consenting Party shall
also pay its proportionarc share of all costs of re-cutering said well. The Non-Conscnting Partics' proportionate part (based
on the percentage of such well Non.Consenting Party would have owned had it previously participated in such Non-Consent
Well) of the costs of salvable marerials 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 Decpening  operation is conducted, then a Non-
Consenting Party may participate in the Deepening of the well with no payment for costs incurred prior 10 re-entering the
well for Deepening

The foregoing shall not imply a right of any C iting Party to propose any Deepening for a2 Non-Consent Well prior
to the drilling of such well to its Initial Objective without the consent of the other Consenting Parties as provided in Article
VIF.

3. Sidetracking: Any perty having the right to participate in @ proposed Sidetracking operation that does not own an
interest in the affected wellbore at the tlime of the notice shatl, upon clecting to participate, tender to the wellbore owners its
proportionate sharc {equal to its interest in the Sidetracking operation) of the value of that portion of the existiug wellbore
to be utilized as follows:

(a) If the proposal is for Sidetracking an existing dry hole, rcimbursement shall be on the basis of the actual costs
incurred in the initial drilling of the well down to the depth a1 which the Sidetracking operation is initiated.

(b) If the proposal is for Sidetracking a well which has previously produced, reimburscment shall be on the basis of
such party's proportionate share of drilling and equipping costs incurred in the initial drilling of the well down to the depth
at which the Sidetracking vperation is conducted, calculated in the manner described in Article VLB.4(b) above. Such party's
proponionate share of the cost of the well's salvable materials aud equipment down to the depth at which the Sidetracking
operation is initiated shall be determmed in accordance with the provisions of Exhibit "C."
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7 7. Contormity to Spacing Pattern. Notwithstanding the provisions of this Article VI.B.2.. it is agreed that no wells shall be
8 proposed to be drilled to or Completed in or produced from a Zone from which & well Jocated clsewhere on the Contract
9 Areais producing. unless such well conforms to the then-existing well spacing pattern for such Zone./

10 8. Paying Wells. No parly shall conduct any Reworking, Deepening. Plugging Back. Completion, Recompletion, or
1 Sidetracking npermlur‘\ unxli:[ lnnox‘;%:)cgne\gm with respect to any well then capable of producing in paying quantities except
12 with the consent of aH-/ parties lh %\ave not relin unshcd lntcrﬁ f‘m (Qc well at the time of such operation.

13 (omplctwn of Wells; /Reenoor';u‘:i‘é’:ler:’{}' Eglsngt,“l\;ra'c bit

14 . Compiction; Without the consent of all panies. no well shall be drilled, Deepened or Sidetracked, except any well
15 drilled, Dccpened or Sidetracked pursuant to the provisions of Article VI.B.2. of this agreement.  Consent to the drilling,
16 Deepening or Sidetracking shall include:

17 O Option_No. I; All nccessary expenditures for the drilling. Deepening or Sidetracking. testing, Completing and
18 cquipping of the well. including necessary tankage and/or surface facilitics.

19 D  Option No. 2: All necessary expenditures for the drilling, Deepening or Sidetracking and testing of the well. When
20 such well has reached its authorized depth, and all logs, cores and other tests have been completed. and the resulis
21 thereof furnished to the parties, Operator shall give immediatc notice to the Non-Operators having the right 10
22 panticipate in a Completion atticmpt  whether or not  Operator recommends attempting to  Complete the  well.
2 together with Operator's A[;'E for Complcluin costs it not previously provided. The parties receiving such notice
p shall have forty-cight (48)/ “hours (exchusive—/ o! Sulurda). Sundav and legal holidays) in which to elect by delivery of
25 notice o Operator to participate in a recommended Completion attempt or to make a Completion proposal with an
26 accompanying AFE.  Operator shall deliver any such Completion proposal. or any Completion proposal conflicting
27 with Operator's proposal. to the other parties entitled to participate in such Completion in accordance with the
2R procedures specified in Anticle VEB.6.  Clection to participate in @ Completion anemipt shall include consent 1o all
29 necessary expenditures for the Completing and equipping of such well. including necessary tunkage and’or surface
30 facilities but excluding any stimulation operation not contained on the Completion AFE.  Fuilure of uny pany
31 receiving such notice to reply within the period above fixed shall constitute av\ y{cinon by that party not to
32 participate in the cost of the Completion attempt: provided, that Article ¥4B:6—/ shall conwrol in the case of
33 conflicting Completion proposals. [ onc or morc, but less than all of the panies, elect to attempt a Completion, the
34 provision of Anicle VLB.2. hereof (the phrase "Reworking. Sidetracking, Decpening. Recompleting or Plugging
35 Back" as contained in Articte VI.B.2. shall be deemed to include "Completing) shall apply to the operations
36 thereafter conducted by less than all parties; provided, however, that Article V1.B.2. shall apply scparately to ¢nch
37 separate Completion or Recompletion attempt undentaken hercunder. and an clection 1o become a Non-Consenting
38 Party as to one Completion or Recompletion attempt shall not prevent a party from becoming a Consenting Pany
2 in subsequent Completion or Recompletion attempts regardless whether the  Consenting  Panties as w0 earlier
40 Completions or Recompletion have recouped their costs pursuant to Article VLB.2.. provided further. that any
41 recoupment of costs by a Consenting Party shall be made solely from the production attributable to the Zone
42 which the Completion attempt is made. Election by a previous Non-Consenting party to participate in a subscquent
43 Completion or Recompletion attempt shall require such party to pay its proportionate share of the cost of salvable
44 materials and equipment installed in the well pursuant to the previous Completion or Recompletion  attempt,
45 insofar and only insofar as such materials and equipment benefit the Zone in which such party participates in a
a6 Complction attempt.

47 2. Rework, Recomplete or Plug Back; No well shall be Reworked, Recompleted or Plugged Back except a well Reworked.
48 Recompleted, or Plugged Back pursuant to the provisions of Article VI.B.2. of this agreement.  Consent to the Reworking,
49 Recompleting or Plugging Back of a well shall include all v expenditures in conducting  such  operations und
S0 Completing and equipping of said well, including necessary tankage and/or surface facilitics.

S1 D. Other Operations:

2 Operator shall not undertake any single project reasonably estimated 10 require an expenditure in excess of ___ I
83 FIFTY THOUSAND AND N Dollars ($.50,000.00 ) except in connection with (hc
34 drilling, Sidetracking. Reworking, Deepening, Completing. Recompleting or Plugging Back of a well that has been previously
3§ authorized by or pursuamt to this agreement: provided. however, thal. in case of explosion. fire. flood or other sudden
36 emergency. whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinivn
27 are required 10 deal with the emergency to safeguard life and property but Operator, as promptly as possible. shall report the
S8  emergency to the other parties. If Operator prepares an AFE for its own use, Operator shall furnish any Non-Operator so
$9  requesting an information copy thereof for any single project costing in excess of __EIFTY THOUSAND Dollars
60  ($.50,000.00 ). Any party who has not relinquished its interest in a well shall have the right to propose that
61 Operator perform repair work or undertake the installation of artificial 1il equipment or ancillary production facilities such as
62  salt water disposal wells or 1o conduct additional work with respect to a well drilled hereunder or other similar project (but
63 not including the installation of gathering lines or other transportation or marketing facilities. the installation of which shall
64 be govemed by separatc agreement between the partics) reasonably estimated to require an cxpenditure in excess of the
65  amount first set forth above in this Article VLD. (cxcept in connection with an operation required to be proposed under
66 Anicles VI.B.1. or VL.C.I. Option No. 2. which shall be governed exclusively be those Articles).  Operator shall deliver such
67  proposal to all partics entitled to participate therein.  If within thirty (30) days thereof Operator secures the written consent
68  of any party or partics owning at least 51 % of the interests of the parties entitled to participate in such operation,
09  each party having the right to participate in such project shall be bound by the terms of such proposal and shall be obligated
70 1o pay its proportionate share of the costs of the proposed project as it it had consented to such project pursuant to the terms
71 ol the proposal.

72 E. Abandonment of Wells:

73 1. Abandonment_of Dry ijoles; Fxcept for any well drilled or Decpened pursuant to Article VEB.2.. any well which has
74 been drillked or Deepencd under the terms of this agrecment and is proposed to be completed as a dry hole shall not be

.9.
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plupged and abandoned without the consent of all partics. Should Operator, after diligent effort, be unablc to contact any

|

2 parly, or should any party fail to reply within forty-cight (48) hours (exclusive of Saturday, Sunday and legai holidays) after
3 delivery of notice of the proposal to plug and abandon such well, such purty shall be deemed to have consented to the
A4 proposed abandonment.  All such wells shall be plugged and abandoned in dance with applicable rcgulati and at the
S cost, risk and expense of the parties who participated in the cost of drilling or Deepextning such well. Any lgxém’ i\«ého objects to
6  plugging and abandoning such well by notice delivered to Operator within forty-eight (48) hours (exokaswe—y of Saturday,
7 Sunday and legal holidays) after delivery of notice of the proposed plugging shall take over the well as of the end of such
8  forty-cight (48) hour notice period and conduct further operations in scarch of Oil and/or (as subject to thc provisions of
9  Aficle VLB, feilure of such party to pravide proof reasonably satisfactory to Operator of its financial capability to conduct
10 such operations or to take over the well within such period or thercafter to conduct operations on such well or plug and
11 abandon such well shall entitle Operator to retain or take possession of the well and plug and abandon the well. The party
12 aking over the well shall indemnify Operator (if Operator is an abandoning party) aud the other abandoning paries against
13 Tlinbility for any turther operations conducted on such well except for the costs of plugging and abandoning the well and
14 restoring the surtace, for which the abandoning parties shall remain proportionately liable.

15 2. Abandonment_of W ve Produced: Exeept—for—any—well—in—which—a—Non-Gx t—operation—has—bi
16 dusted—t dor—for—which—the—Gi ing—Partes—h —been—fully—~reimbursed—as—herein—provided;—-any well which has
17 been completed os a producer shall not he plugged and abandoned without the consent of all parties. If all parties consent to
18 suck abandonment, the well shall be plugged end abandoned in accordance with applicable rcgulations and at the cost, risk
19 and expense of all the parties hercto. Failure of a party to reply within sixty (60) days of delivery of notice of proposed

o

abandonment shal! be deemed an election o consent to the proposal. If, within sixty (60) days after delivery of nolice of the
H propused abandonment of any well, all parties do not agree to the sbandonment of such well, those wishing to continue its
22 operation from the Zome then open 10 production shall be obligated to take over the well as of the expiration of the
23 applicable notice period and shall indemnify Operator {if Operator is an abandoning party) and the other abandoning parties
24 against lisbility for any further operations on the well conducted by such partics. Failure of such party or parties to provide
25 proof reasonably satisfactory to Operator of their financial capability to conduct such operations or to take over the well
26 within the required period or thereafler to conduct operations on such well shall entitle operator to retain or take posscssion
27 of such well and plug and abandon the well.
28 Parties taking over a well as provided hercin shall tender to each of the other parties its proportionate share of the value of
29 the well's salvable material and equipment, determined in accordance with the provisions of Exhibit "C," less the estimated cost
30 of salvaging and the estimated cost of plugging and abandoning and restoring the Surface; provided, however, that in the event
31 the estimated plugging and abundoning and surface restoration costs and the estimated cost of salvaging are higher than the
32 value of the well's salvable material and cquipment, each of the abandoning partics shall tender to the parties continuing
33 operations their proportionate shares of the estimated cxcess cost. Each abandoning party shall assign to the non-ebandoning
34 parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the cquipment and material, all
35 of us interest in the wellbore of the well and related equipment, together with its. interest in the Leasehold insofar und only
36 insofar ns such Leasehold covers the right to obtain production from thar wellbore in the Zone then open to production. If the
37 interest of the abandoning party is or includes and Oil and Gas Inferest, such party shall execute and deliver to the non-
38  abandoning party or parties an oil and gas lease, limited to the wellbore and the Zone then open to production, for a term of
39 one (1) year and so long thercafter as Oil and/or Gas is produced fom the Zone covered thereby, such lease to be on the form
40 auached as Exhibit "B." The assignments or feases so limited shall encompass the Drilling Unit upon which the well is located,
4] The payments by, and the assignments or Jeases to, the assignees shall be in a ratio based upon the rciationship of their
€2 respective percentage of participation in the Contract Asea to the aggregate of the percentages of participation in the Contract
43 Areaof all assignees. There shall be no readj at of interests in the ining portions of the Contract Area,
44 Thereafier, ebandoning parties shall have no further responsibility, liability, or interest in the operation of or production
45 from the well in the Zone then open other than the royalties retained in any lease made under the terms of this Article. Upon
46 request, Operator shall continue to operate the assigned well for the account of the non-sbandoning parties at the rates and
47 charges contemplated by this agreement, plus any additional cost and charges which may arisc as the result of the separate
48  ownership of the assigned well. Upon proposed aband of the producing Zone assigned or lcased, the assignor or lessor
49 shall then have the option to repurchase its prior interest in the well (using the same valuation formuls) and participate in
S0 further operations therein subject to the provisions hereof.
s1 3. Abandonment of Non-Consent Operations: The provisions of Article VLE.l. or VLE.2. above shall be applicable as
§2 between Consenting Parties in the event of the proposed abandoument of amy well excepted from said Articles; provided,
53 however, no well shall be permanently plugged and abandoned unless and until all parties having the right to conduct further
$4  operations therein have been notified of the proposed abandonment and afforded the opportunity to elect to take over the well
55 in accordance with the provisions of this Asticle ‘VLE.; and provided further, that Non-Consenting Partics who own an interest
56 in u portion of the well shell pay their proportionate shares of abandonment and surface restoration cost for such well as
57 provided in Article VIL.B.2.(b).
S8 T, Termination of Operations:
59 Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Plugging Beck, Decpening, testing,
60  Completion or plugging of a well, including but not limited o0 the Initial Well, such operation shall not be tenminated without
61 consent of parties bearing __S1__ % of the costs of such operation; provided, however, that in the event granite or other
62 practcally impenetrable substance or condition in the hole is encountered which renders further operations impractical,
63 Operator mey discontinue operations and give natice of such condition in the manner provided in Article VLB.I, and the

€4 provisions of Article VI.B. or VLE. shall t fter apply to such operation, as appropriate.

65  G. Taking Production to Kind:

66 B Option No. 1; Gas Balancing Agreement Attached

67 Each party shall take in kind or scparately dispose of ils proportionate share of all Oil and Gas produced from the
68 Contract Area, exclusive of production which may be used in development and producing operations and in preparing and
69 treating Oil and Gas for marketing purposes and production unavoidably lost. Any extra expendituse incured in the taking
70 in kind or separate disposition by any party of its proportionate share of the production shall be bome by such party. Any
71 party taking its share of production in kind shall be required to pay for only its proportionate share of such part of
7 Operator's surface facilities which it uses.

73 Each party shall execute such division orders and contracts as may be nccessary for the sale of its interest in
74 production from the Contract Area, and, except as provided in Anicle VILB., shall be entitled to receive payment

.10-
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any liability to third parties hercunder to satisty the default of any other party in the pay of any exp or
hereunder, [t is not the intention of the parties to create, nur shall this agreement be construed as creating, a mining or other
partnership, joinl venture, agency relationship or association, or to render the padies liable as partners, co-venturcrs, or
principals, !n their relations with each other under this agreement, the parties shall not be considered fiduciarics or to have
estnblished a confidentiai relationship but rather shall be free to act on an arm's-length basis in accordance with their own
respective self-interest, subject, however, o the obligation of the parties to act in good faith in their dealings with cach other
with respect 10 activities hereunder.

of 48

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

T
;hrecl ) rom ItEcL ;Elrch'\seir(lhcreof for its share of all production./

H L lea i Lind. J. dienoasa. 3 H
Y—any—pary—fats—to—mako—the- £ y + Sind—or—sep y—disp f—its—peop ate

hore f_the 01! B Aucad—fr 1}: LContragt-Ase: . f\r 0y hall _haus sha '°L0' k“ ot 1h 3 MM
the~parh inp—t—bit—not—the—obligeten—te—purshase—suol Ool—-er—-sell—v(—-&e—edicrs—a\—my—me—md—&em—-ame—(o
eIt 2k 1. 4 _th 1k o2y, A h. b \! hy f\nn 0 o e 4 lur
time—for—tiy ¥ Ttaking—-pary- y—s P ¥ Y
Opasat ray. et 1—laast— tan—{l0V—dave_weittan. 11 H th £ 1. 4 H dchall b, hiect ! 0
L hal AY T 4 Sl Rl L4 V ¢l A4
the. rinl.o ob tho _awnarof_tha 4. 3 P n—at-laact ta IH\\ AA_.., VRS (H 10 I'\ ot 4 + 1. mJ
i F
e -t—right—te--iake—n- kind—or—separately dispose—ef; —its-share--of . all-Gil no!—-prewouslv—delwemd -to—a—purchaser:
Asy—puol —sale—by-Operater—of-any—othe—parts—share—ef-Otshall-he—eniy— b ble—perieds—of—-time
.Yy 1 ithoth, o nead: £ _th indust; y V.7 ~4he | H Besdis £
eeds P bt e

peried-in-cxeess-of one-¢1) year:

As b Jo—by—O 4 hall—be—i aalk ble—undar—Ahe—ci but--Overator
y el H TR ¥ i
hatl—h duty—to—sha: rket 1 Ny o }—to—that d §
Hi—have duty Y S P 0\ + a nder Y i3
market—-The—sak deli byOnerator-of- tuki vs—share—af—Oil der--the—te $ g iati
YB3 1--8—hon: g—party —EH—und i Y —eXIGHAL
£ 0 y hatl —p ) th. taki ard Ht t-—in-or—make—the—non-taki e vty aid
—Op i the B—-pifty—aay—iier B—pary party A
Ne-

4 hall—be—made—by—Operator—without—first—giving—the—nen-teking—pary—at—east—ten—(10)—days
WMMMWGWWW%WMWWMHM

Al rties—shall—give—timely itten 4 at £ their—Gas rk for—the—fold
¥ P £} Op 13 e
‘manth. Tadi BEL and—shall A,’ @. Opesat. 1 diatal it 1. $ han 1 k.
L ;- B 5 Porator y hl HERge—In—gsu
O t shall intai g £ all and—of—vok 1) 1o d—vhiok
P & B g Y f r—WhiOt
-ds-shatb-hesnad ilabloto-Mop-O HHOR- \blo-re 1
P P X
ta—th ¢ sties. di A £-its—ch £ the—G Tt delivesies—t
P P P P HVeF P
H dlor-deliverias-which it basis-fe as " 1 bt v,
P ¥ Nad s-which-on-a-day-to-day —any- y-oqual-t parey P prof
ta—s i total-Gas-sales—o-be—all d-to—i—tho-balansi ino b the-parties—shall-be—i d ith
= g £ R P
Cas—balanct b th rtias—heret heth h H hed- Exhibit—"B" H
Y Caas Par g 2 X
Opesator—shall—gi tioe-to—aH-parties-of-the-first-sak £ Gas—&r H—undor—th
f p 5 ive-fotiee- f Y g J

i0n-Now2i-No-Cos-Balancins-
B—Option-Nod: G

Bach v-2" hall k H land \? Pt £ its. H b Lol _ Ol dGns. a d—fro
Bach—porty—shal—ako- i parately—disg prop hare—of + P
th Lont TR} ! {. o hich—mav—be- d-—in—d () V.| d: aRd—in
My o Y S (] L4 65— °F
ot t YAY) —G £ V. 4. dabl lace. LR d
L ¢ ) o h N bl o L4 oA o bt ¥
Gint—1 saki in—king d it b rt: Y H B £-th, Pt i hall
B T P! e y—any~pary propel P
be—h by h r=t A rtv--tak Y h £ 4 kind- -shall—-b d—¢ £ it HY
Ldaid>d CAlLA 2 -2 L4 A A AL J v
1, £ b o of 0), 1, £ fa m.‘ v-which-it- v
prop Fsuch-por-efOp s-strface-fac g
Each 1 shall 7 g g d- be- £ th vl £t it TERETY
Penty 1 d 7
é Sromr—the—C A o . ded—in—Artiole—\i-Br shall-b fed—
P —ond: 9 f pay
directiv-fr th h th X7 e fal} 4
: P P
Ko rtv—fads—to—maka—th to—tak + kind—or- \! &4 fits
w R kA g RO i P 7 4 Lk 4
I £ th Ot vy G d ke the—Contract—a O 4 hall—h h 1oht hiaat Ah
£ i—end/or~Gas—p a0y havo ~the—tight—subj
at—will- l. 1h Ty H H—hut—not—th bl H ry ¥ b Ot l—ands Gas it thers
i P - P 5
mﬂﬂy—hmo—ené—f&em—ﬂmo—te—-»me—tbr—&e aceouni—oi~th taking-party—An h h sale-by—Operat
Haking—pary—Any-Stoh—p y—Op
b by O 0 24 Fa l\\ d - Ht t4, 10 th £ id- i H and |
- P pen—at—least—ten—H0)—days— rotige P f d—shall
be h SO1—RIL 10—t ipht of—th $th o 1t + 4034 H2) 3 [y al X!
WY B* ¥ M A 13
to- 4 Jitt aka—n—kind {Evw. | £ it h. o all—Oi e Yol ROt 1 del d
P pose—ofs p by ered
1o o idad—h that—il t dat £ h H ho—doferred. O )
f —p - S {fe: ate—of—any be- 1+
i’ N £ riod- —to—axcoad ety 90} —day Haay 144 h ittod 4 3 H {4 h
L4 hhid b " TET ol ¥ ¥ TR
bt 4 a-t V. H havand shot. L0} -dav-pBerad—A k) labyu.O): 44 Us h
5 EOY) erer JTHOOETTTR P FHE-VY- O Yot
narVis . O V17 L. hatl 1 V| fo h bl ariod: £t th—ths
pary —an shat—be—only—for # f—time—as
peeds £ the—ndi 1 the- T + Dt t—£¢ Ao d—i Ay VAR
s ¥ : P : H6—event—for—a—p —
yoar
A h Joby 0y al--be- 1l N} ! it b O !
oy sak shat—be—in—a- 4 t—Op
hatl—h PNTIYIN) 1. 154 rkat # of—t0—obtai
shatl ¥ ¥ g—nas P 3 P p
{8 —Caual—to—that ivad 4 Leti eat. ; Th, Lo cp i b,
3 HHHE—0-—har ’ 8- FARSPORatoN T F—EeHYoFy-—-BY
[at Y3 03 10k T3 V7 sh of- d | g the—tonns f—an FPeH O 07 ball.not
p 6f—e—non-taking—partys—shars—of— ¥ g Op
4 takcs Dart & e ? e 0. make—i 1ok L, roatay +d N h £..01l
8 S—pany—any y—e—party—~to—seid
and—Gas—and-no-sale—of-Gas—shali~t de—by—Operat rd\oul—ﬁt&t—gmﬁg—d%-—nm—%ehng—pmy—:eﬂ—&m—wlum
X1 £ such d vh 1 d—th ry by +—0r—th basi: QA_I\.L soe- 1}t
L L ¥ L -3 l 6
) [4. e f-the-fixst L - Gras £ 1 dop-this-A
4 )
All ¥=T hatl 4 3. ey i 44 O ¢ £ th. G 3 £ 1k folk g,
pasties—shal—g vely- ot p g 3 ]
th Jud: & hall i Operat I} \! the—eo 0y £ B h-
D LR d ¥ 3 b
fat 1, bl H 806 f—all keti d- {. J s Jd d hich
peretor—s 8 an sokd ported; h
d hatl-b Y.’ lable-to-N £ bl ’3
: p - foquest.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liability of the parties shall be severnl, not joint or collective. Each party shall be responsible only for its obligations,
and shall be liable only for its proportionate share of thcpcostsgof / develaping and operating the Contract Arca  Accordingly, the
liens granted among the parties in Anicle VILB. are given to sccure only the debts of each scverally, and no party shall have

s
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| B. Liens and Security Intercsts:

2 Each party grants to the other paties hereto a licn upon any interest it now owns or hereafter acquires in Oil and Gas
3 Leases and Oil and Gas Interests in the Contract Area, and & security interest and/or purchase money security interest in any
4 imterest it now owns or hereafter acquires in the personal property and fixtures on or used or obtained for use in conncction
S therewith, to secure performance of all of its otligat under this agr including but mot limited to payment of expense,
6
7
8
9

interest and fees, the proper disbursement of all’ monies paid hercunder, the assignmemt or relinquishment of interest in Qil
and Gas Leases as required hereunder pxi)d the pfloepﬂ erformance of operations hereunder. Such lien and security interest
d ¢ gro;{h»scal, e e mlsdu?l'xllcccre'snécrsgkin interests, operating rights, and royalty and
granted by ecach party hercto shall“iclude such party's / leaschol , 3 , Op g rights, yalty
overriding royalty nterests in the Contract Area now owned or hereafer acquired and in lands pooled or unitized therewith or
10 otherwise becoming subject to this agreement, the Oil and Gas when extructed therefiom und equipment situated thereon or
11 used or obtained for usc in connection th ith (including, without limitation, all wells, tools, and tubular goods), and eccounts
12 (including, without limitetion, accounts arising from gas imbalances or from the sale of Qil and/or Gas at the wellhead),
13 contract rights, inventory and general intangibles relating thereto or arising therefrom, and all procecds and producis of the
14 forepoing. .
15 To perfect the licn and sccurity agreement 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 conjunction herewith or at any time
17 tollowing exccution hercof, and Operator is authorized to file this agreement or the recording supplement exccuted herewith as
18 a lien or mortgage in the applicable real estate records and gs a financing statement with the proper officer under the Uniform
19 Commercial Code in the state in which the Centract Area is situated and such other states as Operator shall deem appropriate
20 to perfect the sccurity interest granted hereunder. Any party may file this ag mt, the di i d

PP

21 herewith, or such other documents as it deems neccssary as a lien or mortgage in the applicable real estate records and/oi a
22 financing statement with the proper ofticer under the Uniform Commercial Code.

23 Each party represents and warranis (o the other parties hereto that the lien and security interest granted by such party 1o
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 aguinst all persons acquiring an interest in Oil and Gas Leases 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 assignment, merger. mongage, operation of law, or otherwise, shall be dccmed to have taken subject
28w the lien and security interest granted by this Anticle VILB. as v all obligations attributable to such interest hereunder
29 whether or not such obligations arise before or after such interest is acquired.

30 To the extent that parties have a security interest under the Uniform Commercial Code of the state in which the
31 Comtract Area is situated, they shall bc entitled to excrcise the rights and remedies of 2 secured party under the Code.
52 The bringing of a suit and the obtaining of judgment by a party for the sccured indebtedness shall not be deemed an
33 clection of remedies or otherwise affect the lien rights or security interest as security for the payment thereof In
34 addition, upon defaull by any party in the pavment of its share of expenses, interests or fees, or upon the improper use
35 of funds by the Operator, the other partics shall have the right, without prejudice to other rights or remedies, to collect
36 from the purchaser the pioceeds from the sale of such defaulting party's share of Oil and Gas until the amount owed by
37 such pany, plus interest as provided in "Exhibit C.” has been received, and shall have the right to offset the amount
38  owed against the proceeds Irom the sale of such defaulting porty's share of Oil and Gas. All purchasers of production
39 may rely on a notification of default from the non-defaulting party or parties staling the amount due as a result of the
40 default, and all partics waive any recourse availablc sgainst purchasers for releasing production proceeds as provided in
41 this paragraph. .

&2 If any party fails to pay its share of cost within eﬂe—hundmmy-(-l%w 5392 efter rendition of a statement therefor by
43 Operator, the 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 bears to the interest of all such parties. Thc amount paid by each party so
45 paving its share of the unpaid amount shall be sccured by the licns and security rights described in Anicle VILB., and each
46 paymng party may independently pursue any remedy available hereunder or otherwise.

47 If any party does not perform il of its obligations hereunder, and the failurc to perform subjects such party to foreclosure
48 or execution proceedings pursuant to the provisions of this agreement, to the extent allowed by governing law, the defaulting
49  party waives any available right of redemption from and after the datc of judgr any required valuation or apprai

50  of the mortgaged or secured property prior 1o salc, any available right to stay execution or to require a marshaling of assets
ST and any required bond in the event a receiver is appointed. In addition, to the cxtent permitted by applicable law, each party
52 hereby grants to the other parties s power of salc us to any property that is subject 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 that the othur parties shall be emtiled to utilize the provisions of Oil and Ges lien law or other lien
56 law of any state in which the Contract Arca is situated to enforce the obligations of cach party hereunder.  Without limiting
87 ihe generality of the foregoing, to the extent permitted by applicable law, Non-Operators agrec that Operator may invoke or
$8  utilize the mechanics' or materialmen’s lien law of the state in which the Contract Arca is situated in order to secure the
59  payment to Operator of any sum duc hereunder for services performcd or meterials supplicd by Operator.
60 C. Advances:

ol Operator, at its clection, shall have the cight from time to time to demand and receive from one or more of the other
62 parties payment in advance of their respective shares of the estimated amount of the expense to be incurred in operations
€} hereunder during the next succeeding month, which right may be ecxercised only by submission to each such party of en
64 itemized statement of such estimated expense, together with an invoice for its sharc thcreof. Each such statement and invoice
63 for the pavment i advance of estimated expense shall be submitted on or before the 20th &myn{ ngc next preceding month.
66 Each pany shall pay to Operaior its proportionate share of such estimate within fifteen—(45)-/ diys after such cstimate und
67 imoice is received. I any panty fails to pay its share of said cstimate within said time, the amount due shall bear inturest as
08 provided in Exhibit "C" until paid. Proper adjustment shall be made monthly between advances and actual expense to the end
09 thet each party shall bear and pay its proportionate share of actual expenses incurred, and no more.

70 D. Defaults anc Remedies:

H If any party fails to discharge any financial pg}ligz{;gn under this agreemont, including without limitation the fajlure to
72 make any advance under the preceding Article vA”rg ¢ or apy other provision of this agreement, within the period required for
73 such payment hereunder, then in addition to the remcdies provided in Article VILB. or elsewhere in this agreement, the
74 remedies specificd below shail be applicable.  For purposes of this Amticle VILD., all notices and clections shall be delivered
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1 only by Operator, except that Operator shell deliver any such notice and clection requested by a non-defaulting Non-Operater,
2 and when Operator is the party in default, the applicable notices and clections can be delivered by any Non-Operator.
3 Election of any one or more of the following remedies shall not preclude the subsequent use of any other remedy specificd
4 below or otherwise available to a non-defaulting party.

s !, Suspension_of Rights; Any party may deliver to the party in default a Notice of Default, which shall specify the default,
6  specify the action to be taken to cure the defauit, and specify that failure to take such ection will result in the exercise of one
7 or more of the remedics provided in this Article. 1f the default is not cured within thirty (30) days of the delivery of such
8  Notice of Default, all of the rights of the defaulting party granted by this agreement may upon notice be suspended until the
9 default is cured, without prejudice to the right of the non-defaulting party or parties to continue t0 enforce the obligations of
10 the defaulting parnty previously accrued or thereafier ing under this am . If Operator is the party in default, the
}1 Non-Operators she!l have in addition the right, by vote of Non-Operators owning a majority in interest in the Contract Arcu
12 after excluding the voting interest of Operator, to appoint a new Operator effective immediately. The rights of a defaulting
13 pary that may be suspended hereunder at the election of the non-defaulting parties shall include, without limitation, the right
14 to receive information s 1o any operation conducted hereunder during the period of such default, the right to elect to
IS perticipate in an operstion proposed under Article VI.B. of this agreement, the right to participate in an opcration being
16 conducted under this agrecment even if the paty has previously elected to participate in such operation, and the right to
17 reccive praceeds of production from any well subject lo this agreement.

18 2. Suit_for Damages: Non-defaulting pnmcs or Operator for the benefit of non-defaulting parties may sue (at joint
19 account expensc) to collect the amounts in default, plus intercst accruing on the amoumis recovered from the date of default
20 unti! the date of collection ot the ratc specified in Exhibit "C" attached hercto. Nothing herein shall prevent any party from
2 snmg any defrulting party to colleci consequential dnma]ges nccru.lnng lg_:nch party as a result of the default.

22 . Deemed Non-Copsent: The non-defaulting pany—? p (?ellver a written Notice of Non-Consent Election to the
23 def.mlnng party at any time after the eapiration of the thm_v-day curc period following delivery of the Notice of Default, in
24 which event if the billing is for the drilling a new well or the Plugging Back, Sidemacking, Reworking or Deepening of a
35  weli which is 10 be or has been plugged as a dry hole, or for the Completion or Recompletion of any well, the defaulting
26 pany will be conclusively deemed to have elected not to participate in the operation and to be & Non-Consenting Party with
27  respect theteto under Article VLB, or VIC., as the case may be, to the extent of the costs unpaid by such party,
28 notwithstanding any election to participate therctofore made. If clection is made to proceed under this provision, then the
29 non-defaulting partics may not elect to sue for the unpaid amount pursuant to Article VILD.2.

30 Until the delivery of such Notice of Non-Consent Election to the defaulting party, such pasty shall have the right to curc
31 its default by paying its unpaid share of costs pius intercst at the rate set forth in Exhibit "C." provided, however, such
3 payment shall not prejudice the rights of the non-defaulting parties to pursuc remedies for damages incurred by the non-
33 defaulting parties as a result of the default.  Any interest relinquished pursuant to this Article VILD.3, shall be offered to the
3¢ non-defaulting parties in proportion to their interests, and the non-defawlting parties electing to participate in the ownership
35 of such interest shalt be required to contribute their shares of the defaulted amount upon their clection to participate therein.

36 4, Advance Payment; If a default is not curcd within thirty (30) days of the delivery of a Notice of Default, Operator, or
37 Non-Operators 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 which Operator, or Non-Operators, as the casc may
39 be, would be entitled to reimbursement under any provision of this agrcement, whether or not such expense was the subject of
40 the previous default. Such right includes, but is not limited to, the right to require advance payment for the cstimated costs of
41 drilling a well or Completion of & well as to which an clection to participate in drilling or Completion has been made. If the
42 defaulting party faiis to pay the required advance payment, the non-defaulting partics may pursuc any of the remedics provided
43 in the Anicle VILD. or any other default remedy provided eisewhere in this agreement. Any excess of funds advanced remaining
44 when the operation is completed and all costs have been paid shall be promptly returned to the advancing party.

d4s S. Costs and Attorneys' Fees. In the event any party is required to bring legal proceedings to enforce any financial
a6 obligation of a party hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs of
47 collection, and a reasonuble attorney's fee, which the lien provided for hercin shall also secure.

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

49 ch%ls shul m well gavmx,ms and minimum royalties which may be required under the terms of any lcase shall be paid
ela or cn the; |Etncco .
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of faildre to rg d p;oper payment of any rental, shut-in well payment or

54 minimum royelty through mistake or ove ight w ere su ment is mquued to continue the leasc in force, any loss which
0int 10ss 0! é&‘ gnm ereto
&5 results from such non-pnymenlshallbc/ »(fgsg«wv& stons-of-ArtisleTV-B:

<6 Operator shall notify Non-Operators of the ,annc:pated completion of a shut-in well, or the shutting in or retum to
£7  production of a producing well, ut least five (5) days (excluding Setwday, Suoday, and legal holidays) prior to taking such
€8 action, or at the eerliest opportunity permitted by circumstances, but assumes no liability for failure to do so. [n the event of

) exce ll‘u W fire mlscé’"ﬁut" T gross ne
3 id of—all—sueh~—pay P 'rlllc cvenl?

€9 failure by Operator to so notify Non-Operators,, the loss, of any lcusc contnbuted hercto by Non-Operators tor rmlum to make
60 timely payments of any shut-in well pa)men{ sh‘j?sg)oft e}mrty o 0 by—the—partiss—heret der—the—provisions—ef—Astiel
6] BB

62 F. Taxes:

3 Beginning with the first cajendar ycar after the effective date hereof, Operator shall render for ad valorem taxation all

64  property subject to this agreement which by law should be rendered for such taxes, and it shall pay all such tuxes ssscssed
65  thercon before they become delinquent. Prior to the rendition date, each Non-Operator shall fumnish Operator information s
66 to hurdens (to include, but not be limited to, royalties, overriding royaltics ead production payments) on Leases and Oil and
67  Gas Interests contributed by such Non-Operator. 1f the assessed valuation of any Lesse is reduced by reason of its being
68 subjuct to oulstanding excess royalties, overriding royalties or production payments, the reduction in ud valorem taxes
69 resulting therefrom shafl inure to the benefit of the owner or owners of such Lease, and Opcrator shall adjust the charge to
70 such owner or owners so as to reflect the benefit of such reduction. If the ad valorem taxes are based in whole or in part
71 upon separaie valuations of each pary's working inierest, then aotwithstanding anything to the contrary herein, charges to
%2 the joini account shall be made and paid by the partics hercto in accordance with the tax value generated by each party's
73 working interest.  Operator shall bill the other parties for their proportionate shares of all tax payments in the manner
74 provided in Exhibit "C."
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! If Operator considers any fax assessment improper, Operator may, at its discrotion, protest within the time and manner
2 prescribed by law, and prosecute the protest to a final determination, unless all parties agrec to abandon the protest prior to final
3 determination. During the pendency of administrative or judicial proccedings, Operator may elect to pay, under protest, all such taxes
4 and any interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for
5 the jont account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be
6 pail by them, as provided in Exhibit “C."

7 Each party shall pay o5 cause to be peid all production, severance, excise, gathering and other taxes imposed upon or with respect
8 o the production or handling of such party's share of Oil and Gas produced under the terms of this agrecment.

9 ARTICLE VIIIL
10 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
LF A, Survender of Leases:
12 The Leases _coyerec]_ '31‘ this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole
X a mm&n}v of the
13 orin pantunless parties consent thereto.
. - . . Based on _owntﬁrshf . as shown on EJ&I&PI:}‘A" .
14 However, should any party desire to surrender its interest in any lLease or in any portion thereol,/ such party sl give written

5 notice of the proposed surrender to 2l parties, end the parties to whom such notice is delivered shall have thirty (30) days after
16 delivery of the notice within which to notify the pany proposing the surrender whether they elect t consent thereto. Failure of a
party to whem such notice is delivered 1o, reply within said 30-day period shall constitute a consent to the surrender of the Leases
" . . . owning ah interest therei R
18 described in the notice. [f all parties / do no agree or consent &crcto. the party desiring to sucrender shall assign, without express of
19 impticd warranty of title, all of its interest in such Lease, or portion thereof, and any well, material and equipment which may be
20 locaied thereon and any rights in production thereafter secured, 10 the parties not consenting to such surrender. If the interest of the
2 ussigning panty is or includes an Oil and Gas Interest, the assigning 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 & term of one (1) year and so long
23 thereafter s Oil and/or Gas is produced from the land covered thereby, such lease to be on the form attached hereto as Exhibit "B."
24 Upon such assignment or lease, the assigning party shall be relieved from all obligations thereafter acoruing, but not therctotore
25 accrued, with respect to the interest assigned or leased and the operation of any well attributable thereto, and the assigning party
2 shall have no further interest in the assigned or leased premises and its equipment and production other than the royalties retained
27 in uny 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 later's interest in any well's salvable materials and ip attributable to the assigned or leased
29 acreage. The velue of all salvable materials and equig shall be d ined in accordance with the provisions of Exhibit "C," less
30 the estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surface. H-suoh—valuo—is—less

] than—such- 15— then—the—parhy 1

. party 2 shalk-pay-—to—the—party igs i tho—amount—of. h-deficit. If the

3
32 assignment or lease is in favor of more than one party, the interest shall be shared by such partics in the proportions that the
33 interest of each bears to the total interest of all such parties. If the interest of the parties to whom the assignment is to be made
34 varics according to depth, then the interest assigned shall similarly reflect such variances,
35 Any as‘;'lglr'l}‘wg)e’“t. lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering
36 party's interest / as it was immediately before the assignment, lease or surrender in the balunce of the Contract Area; and the acreage
assigned, leased or surrendered, and subsequent operations thereon, shall not thereafler be subject to the terms and provisions of this
38 agreement but shall be deemed subject to an Operating Agreement in the form of this agreement,
N ! " o . . . " N
;(9) B. R;n::nl or Exfenslon of Leases:*owning an interest m' the previous Oil and Gas lease,or"lig%%THER PR&VIS&PN@! @
y party secures a renewal or replacement of an Oil and Gas Lease or Interest subject 1o this agreement, then all other / parties
41 shall be notified promptly upon such acquisition or, in the case of a replacement Lease taken before cxpiration of an existing Lease,
#2  promptly upon expiration of the existing Lease. The parties notified shall have the right for a period of thirty (30) days following
43 delivery of such notice in which to elect to participate in the ownership of the renewal or replacement Lease, insofar as such Lease
44 affects tands within the Contract Area, by paying to the party who acquired it their proportionate shares of the acquisition cost
45 allocated to that part of such Lease within the Contract Area, which shall be in proportion o the interest held at that time by the
46  parties in the Contract Area. Each pamy who participates in the purchase of a renewal or replacement Leuse shall be given an
47 assignment of its proportionate interest therein by the acquiring party.
48 1f some, but less than all, of the parties elect to participate in the purchase of a renewal or replacement Lease, it shall bc owned
49 by the parties who clect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in
$0  the Contract Area to the aggregate of thc percentages of paticipation in the Contract Area of all partics participating in the
Sl purchase of such rencwal or replacement Lease. The acquisition of a renewal or replacement Lease by any or all of the parties hereto
52 shall not cause a readjustment of the interests of the parties stated in Exhibit "A," but any renewal or replacement Lease in which
83 less than all panies elect to participate shall not be subject to this ugreement but shall be deemed subject to a separatc Operating
£4  Agreement in the form of this agreement,

55 If the interests of the parties in the Contract Area vary according to depth, then their right to participate proportionately in
£6  renewal or replacement Leases and their right to reccive an assignment of interest shall also reflect such depth variances.
57 The provisions of this Article shall apply to renewal or replacement lLcuses whether they are for the entire interest covered by

S8 the ¢xpiring Lease or cover only a portion of its arca or an interest therein. Any renewal or replacement Lease taken before the
59 expiration of its predecessor Lease, or taken or contracted for or becoming effective within six (6) months after the expiration of the
60  existing Lease, shall be subject to this provision so long as this agreement is in effect at the time of such acquisition or at the time
61 the renewal or replacement Lense hecomes cffective; but any Lease taken or contracted for more than six (6) months after the
62 expiration of an existing Lease shall not be deemed a renewal or replacement Lease and shall not be subject to the provisions of this
€3 egreement.

6d "The provisions in this Article shall also be applicable to extensions of Oil and Gas Leases.
65  C. Acreage or Cash Contributions:
66 While this agreement is in force, if any party contracts for u contribution of cash towards the drilling of a well or any other

67 operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall
68 be applied by it against the cost of such drilling or other operation. 1f the contribution be in the form of acrcage, the party to whom
69 the contribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the

70 proportions said Drilling Parties shared the cost of drilling the well. Such acreage shall become a sepurate Contract Area and, to the
71 extent possible, be governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any
72 acreage or cash contributions it may obtain in support of any well or any other operation on the Contract Arca.  The above
73 provisions shall also be applicable to opticnal rights 1o ean acreage outside the Contract Area which are in support of well drilled
74 inside Contract Area,
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If any party contracts for any consideration relating to disposition of such party's share of sub produced h d
such consideration shall not be deemed a contribution as contemplated in this Article VIIL.C.

D. Assignment; Maintenance of Uniform Interest:

For the purpose of mainaining uniformity of ownership in the Contract Area in the Oil and Gas Leases, Qil and Gas
Interests, wells, equipmen: and production covered by this agreement no party shall sell, encumber, transfer or make other
disposition of its interest in the Qil and Gus Leases and Oil and Gas Interests cmbraced within the Contract Area or in wells,
equipment and production unless such disposition covers tither:

1. the entire interest of the party in all Oil and Gas Leascs, Oil and Gas I , wells, g und p ,or

2. an cqual undivided percent of the party's present interest in all Oil and Gas Leases, Oil and Gas Interests, wells,
equipment and production in the Contract Area.

Every sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject 10 this agr.ccmcnt
and shall be made without prejudice to the right of the other parties, and uny transferee of an ownership interest in any Oil and
Gas Lease or Interest shall be deemed a party to this agreement as to the interest conveyed from and after the effective date of
the transter of ownership; pr(?vidcé,. however, that the other pm‘tifs S%llll silt! ?lele tr'lﬁui(ﬁdth em J:'cﬁgniz'e uny such sale,
encumbrance, transfer or other disposition for any purpose hereunder until thirty ?30 %ays / nf{er they";xave received a copy of the
instrument of transfer or other satisfactory evidence thereof in writing from the transferor or transferce, No assignment or other
disposition of interest by n party shall relieve such pasty of obligations previously incurred by such party hereunder with respect
to the interest transferred, including without limitation the obligation of a party to pay all costs attributable to an operation
conducted hercunder in which such party has agreed to participate prior to making such assignment, and the lien and security
interest granted by Article VII.B. shall continue to burden the interest transferred to secure payment of any such obligations.

1f, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion,
may require such co-owners to appoint e single trustec or agent with full authority to receive notices, approve expenditures,
reccive billings for and approve and pay such party's share of the joint expenses, and to deal generally with, and with power 10
bind. the co-owners of such party's interest within the scope of the operations embraced in this agreement; however, all such co-
owners shall have the right to enter into and execute all contracts or agreements for the disposition of their respective shares of
the Qil and Gas produced from the Contract Ares and they shall have the right to receive, scparately, payment of the sale
proceeds thereof.

E. Waiver of Rights to Partition:

If permitted by the faws of the state or states in which the property covered hereby is located, cach party hereto owning an
undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its
undivided interest therein.

F. Preferential Right to Purchase:
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ARTICLE IX.
INTERNAL REVENUE CODE ELECTION
I, for federal income tax purposes, this ag and the opcrati hereunder are regarded as 8 pantnership, and if the

partics have not otherwise agreed to form a tax partnership pursuant to Exhibit "G" or other agrecment between them, each-
party thereby affected elects 1o be excluded from the upplication of all of the provisions of Subchapter "K," Chapter 1, Subtitle -

“A." of the [nternal Revenue Code of 1986, as amended ("Code"), as pennitied and suthorized by Section 761 of the Code and
the regulations promuigated thereunder. Operator is authorized and dirécted to execute on behalf of each party hereby affected
such evidence of this election as may be required by thc Secretary of the Treasury of the United States or thc Federal Internal
Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, and the data required by
‘Treasury Regulation §1.761. Should there be any requirement that ecach party hereby affected give further evidence of this
election, each such party shall exccute such documents and fumish such other evidence as may be required by the Federnl lntemal
Revenue Service or as may be necessary 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 states in which the Contract
Area is located or any future income tax laws of the United States contain provisions similer to those in Subchapter "K," Chepter
1. Subtitle "A," of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, cach party
hereby affecicd shall make such election as may be permitted or required by such laws. In making the foregoing election, each
such party states thet the income derived by such party from operati h der can be
computation of parmership taxable income.

ly determined without the

ARTICLE X.
CLAIMS AND LAWSUITS
Operator may scttle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed _ Twenty-Five Thousand Dollars (3 25,000,00 ) and if the pay isin pl [

of such claim or suit. It the amount required for settiement exceeds the above amount, the parties hereto shall assume and take over
the further handling of the claim or suit, uniess such authority is delegated to Operator. All costs and expenses of handling setiling,
or otherwise discharging such claim or suit shall be a the joint expense of the parties participating in the operation from which the
claim or suit arises. If a claim is made against any party or if eny party is sued on account of any matter anising from operations
hereunder over which such individual has no control because of the rights given Operator by this agreement, such purty shall

immedjatety notjfy all ol ies, and_ the claim qr suit shall be treated as any other claim qr suit invglving operations hereunder.
‘II\?R‘LNJI‘I]IIS %)rnscu{t ig\'u?v?ﬁé mnlto nan‘} interest subQJect t0 (|}ILI§ Agreement s%nm)eircat 2 a claim or suit ngglnﬁeah parties.
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1 ARTICLE XI.

2 FORCE MAJEURE

3 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other
4 than the obligation 1o indemnify or make money payments or fumish security, that party shall give to all other partics
s prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the obligations of the
6  party giving the notice, so far as they are affected by the force majeure, shall be suspended during, but no longer than, the
7  continuance of the force majeure. The term “force majeure,” as here employed, shall mean an act of God, strike, lockout, or
8  other industrial disturbance, act of the public enemy, war, blockade, public riot, lightening, fire, storm, flood or other act of
9  nature, explosion, governmental action, governmental delay, restraint or inaction, ilability of equip and any other
10 cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party
11 claiming suspension.

12 The affected party shall use all reasonable diligence to remove the force majeure situation as quickly as practicable. The
13 requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes,
14 lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficultics shall be handled shall
15 be entirely within the discretion of the party concerned,

16 ARTICLE XII.

17 NOTICES

18 All notices authorized or required between the parties by any of the provisions of this agreement, unless otherwise
19 specifically provided, shall be in writing and delivered in person or by United States mail, courier service, telegram, telex,
20  telecopier or any other form of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on
21 Exhibit "A." All telephone or oral notices permitted by this agreement shall be confirmed immediately thereafier by written
22 notice. The originating notice given under any provision hereof shall be deemed delivered only when received by the party to
23 whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date
24 (he originating notice is received. "Receipt" for purposes of this agreement with respect to written notice delivered hereunder
25 shall be actual delivery of the notice to the address of the party to be notified specified in accordance with this agreement, or
26 1o the telecopy, facsimile or telex machine of such party. The second or any responsive notice shall be deemed delivered when
27  deposited in the United States mail or at the office of the courier or telegraph service, or upon transmittal by telex, telecopy
28  or facsimile, or when personally delivered to the party to be notified, provided, that when response is required within 24 or
29 48 hours, such response shall be given orally or by telephone, telex, telecopy or other facsimile within such period. Each party
30 shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other
31  parties. If & party is not available to receive notice orally or by telephone when a party attempts to deliver a notice required
3 to be delivered within 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall
33 be deemed delivered in the same manner provided above for any responsive notice.

34 ARTICLE XIIL

35 TERM OF AGREEMENT

36 This agreement shall remain in full force and effect as to the Oil and Gas Leases and/or Oil and Gas Interests subject
37 hereto for the period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title
38  orinterest in or to any Lease or Oil and Gas Interest contributed by any other party beyond the term of this agreement,

39 Option No_ 1: So long as any of the Oil and Gas Leases subject to this agreement remein or are continued in
40 force as to any part of the Contract Area, whether by production, extension, renewal or otherwise.

41 B—Option—Ne—2:—tn—the—event—the—weH—deseribed—in—ArtieleVIA-—or—any—subseq well—driled—under—any—provision
42 £ this—ag —fesults—in—the—Completion—of—a—well—as—a—well—capable~ef-production—of-Oil—and/or—Gas—in—payieg
43 it thi o shalt H in—for X 3 h 1 is pabl £ production; e

44 additional—period—ef  _ days—thereaflen—provided—h —H—prer—to—the vt of—sueh
43 dditional—period—one—o o—of—the—pari heret saged—in—drilling—R -~°,nr'wc'4 aeking;
46 Plugging—Bock,—testing—or pting—to—Cempl Ro-completo—a—well—er—wells—herounder,—this—ags shell
47 " H fc gl coaaly + k“ b“:‘: \} d—and—if 4 H racultc—th. £ thic.

48 chall n—ic & p Jr d ‘\nvnénl }” tha-—avent- :hn W n” J 1bed—i: Asticl )n_A_’ OF—O l, h F il
49 df'i‘“‘" Y 4 S !0 ;" & dx_, hol - d- tha ol i hl £ P .t H 8 Oil de G feom-—tha
50 Ceont 4. A ar thic gF chall i $ unlacs. v iu-i",,, D P H &5 (‘;‘ tran '“;"é' r' 18 R.
51 pleting;-Plugsing Back-o-R fing-operati d-within- daysfrem-he
52 date—of—aband £ said—weH—Aband 2 for—sush—purpeses—shall ither—(i)~a—desision—by—ali—porti
53 Pt dhict—any—firther—op the—weH—or—(ii)—the—elapse—of—80—days—from—th duet—of—any
54 P H a-the- \la"‘ hich. f' s 3

55 The termination of this agreement shall not relieve any party hereto from any expense, liability or other obligation or any
56  remedy therefor which has accrued or attached prior to the date of such tenmination.

57 Upon termination of this agreement and the satisfaction of all obligations hereunder, in the event a memorandum of this

S8  Operating Agreement has been filed of record, Operator is authorized to file of record in all necessary recording offices a
59 notice of termination, and cach party hercto agrees to execute such a notice of termination as to Operator's interest, upon
60 °  request of Operator, if Operator has satisfied all its financial obligations.

ol ARTICLE XIV.

62 COMPLIANCE WITH LAWS AND REGULATIONS

63 A. Laws, Regulations and Orders:

64 ‘This agreement shall be subject to the applicable laws of the state in which the Contract Area is located, to the valid rules,

65 regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state,
66  and local laws, ordinances, rules, regulations and orders.

67  B. Governing Law: .

68 This agrecment and all matters pertaining hereto, including but not limited to matters of performance, non-
69  performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall be governed and
70  determined by the law of the state in which the Contract Area is located, If the Contract Area s in two or more states,

71 the law of the statc of __Mississippi shall govern.
72 C. Regulatory Agencies:
73 Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any

74 rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or

-16-
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A.AP.L. FORM 610 - MODEL FORM OPERAFR®; AGREEMENT - 1989

orders promulgeted under such laws in reference to oil, gas and mineral ovperations, including the location, operation, or
production of weils, on tracts offsetting or adjacent to the Cantract Area.

With respect to the operations hereunder, Non-Operators agree to release Operator from any and all losses, damages,
injuries, claims and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation
or upplication of rules, rulings. regulations or orders of the Dcpartment of Energy or Federal Energy Regulatory Commission
or pred or B to the extent such interpretation or application was made in good faith and does not
constitute  gross negligence.  Each Non-Operator further agrees to reimburse Operstor for such Non-Operator's 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 interpretetion or epplication, together with interest and penalties thereon owing by Operator as o result of such
incorrect interpretation or application.

ARTICLE XV.
MISCELLANEOQUS
A. Executinn:

This agreement shall be binding upon cach Non-Operator when this agreement or a counterpart thercof has been
executed by such Non-Operator and Operator notwithstanding that this agreement is not then or thereafter executed by ell of
the parties 10 which it is tendered or which eare listed on Exhibit "A™ as owning an intercst in the Contract Area or which
own. in fact, an interest in the Contract Area. Operator may, however, by written notice to all Non-Operators who have
become bound by this agrcement as aforesaid, given a1 any time prior to the actual spud date of the Initial Well but in no
event later than five days prior 1 the date specified in Anicle VI.A. for commencement of the Initial Well, terminate this
agreement if Operator in its sole discretion determines that there is insufficient participation to justify commencement of
drilling operations. in the event of such a termination by Operator, all further obligations of the parties hereunder shall ceasc
as of such termination. [n the event any Non-Operator has advanced or prsg}gi‘dmenzests}ﬁ::nof drilling or other costs
hereunder, all sums so advanced shall t;e retumed 1o such Non-Opcmtor—M&hem—imereﬂ.’ ’ th cvent Operator proceeds
with drilling operations for the—initial—/ Well without the exccution hereof by all persons listed on Exhibit "A” es having a
current workin§vu“ﬁresl in such well, Operator shall indemnify Non-Operators with respect to all costs incunied for the
it "\\'hicfi ’wuuld have been charged to such person under this agreement if such person had exccuted the same and
Operator shall receive all revenues which would have been received by such person under this agreement if such person had
cxecuted the same.

B. Successors and Assigns:

This agreement shall be binding upos and shall inure to the benefit of the parties hereto and their respective heirs,
devisees, legal representatives, successors and assigns, and the terms hereof shall be deemed to run with the Leases or
Interests included within the Contract Area,

C. Counterparts:

This instrument may be executed in any number of counterparts, each of which shall be considered an original for all
purposes.

D. Neverability:

For the purposes of assuming or rejecting this agreement as an executory contract pursuant to fcderal bankruptcy laws,
this agreement shall not be severable, but rathcr must be assumed or rejected in its entirety, and the failure of any party to
this agreement to comply with all of its financial obligations provided hercin shall be a materiat default.

ARTICLE XVI.
OTHER PROVISIONS

1) Leasehold b {us that cgrtajn that overriding royalty interest pursuant to that certain Agreement dated
( Februavy 4, %&nﬁe&cen Auxis Onshore, LP ani nrﬁcrpgnlg P ¢ o

(2) Owning an interest in the previous Oil and Gas Lease or interest.

-17-
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IN WITNESS WHEREOF, this agreement shall be effective as of the day of

, who has prepared and circulated this form for execution. represents and warrants

that the form was printed from and, with the exception(s) listed below, is identical to the AAPL Form 610-1989 Model Form
Opcrating Agreement, as published in computerized form by Forms On-A-Disk. Inc. No changes. alterations. or
modifications, other than those made by strikethrough and/or insertion and that are clearly recognizable as changes in
Articles . have heen made to the form,

ATTEST OR WITNESS: OPERATOR

AXIS ONSHORE, LP
By 7’*—‘ / [ —d
4 14 [VAN (

JAMES P. RYAN
Type or print name

Title __PRESIDENT

Date

Tax ID or 8.S. No. 20-3169624

NON-OPERATORS

PRYME OIL AND GAS, INC.

By

Type or print name

Title

Date

Tax iD or 8.8, No.

Type or print name

Title

Date

Tax ID or S.S. No.

Type or print name

Title

Date

Tax 1D or S.S. No.

-18-
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1 ACKNOWLEDGMENTS
2 Note: The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts.

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

5 Individual acknowledgment:

6 Stateof )

7. ) ss.

8 County of )

9 This instrument was acknowledged before me on
. _ by
1

12 (Seal. ifany)

13 Title (and Rank)
R My commission cxpires:

16 Acknowledgment in representative capacity:

17 St of )
18 )ss
9 County of )
w0 This instrument was acknowledged before me on
| by as
2 ol

w

{Seal. if any)

o4 Title (and Rank)

My commission expires:

-19-
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EXHIBIT “A”

Attached to and made a part of that certain Joint Operating Agreement dated February 4, 2009
by and between Axis Onshore, LP, as Operator, and Pryme Oil and Gas, Inc., as Non-Operator

(1) Description of Lands subject to this Agreement

COPPER RIVER PROSPECT

T12N-R2W
Section 22: NE/4, NE/4 SE/4
Section 23: S/2 NW/4, NW/4 SW/4

Winn Parish, Louisiana

SANDY CREEK PROSPECT

T11N-R1W

Section 7: SE/4 SE/4

Section 8: S/2 SW/4, SW/4 SE/4
Section 17: N/2 NW/4

Winn Parish, Louisiana

SUNNYSIDE PROSPECT

T8N-R1W
Portions of Sections 21, 33 & 35,

Jefferson County, Mississippi

North Natchez Prospect, Adams County, Mississippi

NE Pt. Breeze Prospect, Concordia Parish, Louisiana

West Lismore Landing Prospect, Concordia Parish, Louisiana
Wallace Lake Prospect, Catahoula Parish, Louisiana

North Larto Lake Prospect, Catahoula Parish, Louisiana
West Larto Lake, Catahoula Parish, Louisiana

Larto Lake Prospect, Catahoula Parish, Louisiana

Descriptions of these Prospects will be provided, and this Exhibit “A” will be amended,
prior to commencement of drilling activities on a well within these Prospects.

(2) Restrictions as to Depths

This Agreement shall cover those zones and horizons from the surface of the Earth to
the Base of the Wilcox Formation.

(3) & (4) Parties, and addresses thereof, and fractional interest subject to this

Agreement.

BPO APO
AXIS Onshore, LP .7500000 .81250000
405 Texas St.
Vidalia, LA 71373
Pryme Qil and Gas, Inc. .2500000 18750000

1001 Texas Ave., Suite 1400
Houston, TX 77002

1.0000000 1.0000000
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{5) Oil and Gas Leases and/or Oil and Gas Interest subject to this agreement.
See Schedule of Oil and Gas Leases attached hereto.

NOTE: The Schedule of Oil, Gas and Mineral Leases contains a list of leases purchased
for the following Prospects: Copper River, Sandy Creek and Sunnyside. Operator will
amend this Schedule of Qil, Gas and Mineral Leases to include leases purchased in all
of the above references prospect prior to spudding of a well in any prospect covered by
this Joint Operating Agreement.
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SUNNYSIDE PROSPECT
Adams County, Misssissippi

LESSOR

Ruth O. Baker
quo_<: O. Wadsworth

Edith O. Wilkes

Linda O. Foster )

..;muq:mm: Jefferson O'Quinn

Frank S. O'Quinn

Luther K. O'Quinn

,_m:3< O. Ocmao:

William H. Omﬁz‘_:om

_»< Episcopal O:c_‘o.: of ?_mm Inc.

mcmm:m J. McGarvey, Jr. Revocable Trust
William K. McGarvey mmkommc_m Trust
Ann M. McClelland

<m:m:: Daniel <mm\m®_‘ o
Patricia Tolbert Dooley

Elias Lake Tolbert

mm:_NB_: A Ao_cm: .:.

Richard Thomas ,_.o_cmz

Mittie Katherine mm__m Isle Neal Pittman
Lacey Marie Sloan

Alicia Hoyt

Tabitha H. Harrell

Priscilla Hoyt

Samantha Kay Breeding )

Edward Leslie Breeding, IlI

Omo__m Wagner _um<on,mc_m Trust, A.F. Ringold as Trustee

GROSS AC

NETAC  LEASEDATE  TERM
76.011237 10/0/2008 . 18 MTHS
76.011237  10/10/2008 . 18 MTHS
76011237 10/10/2008 ., 18 MTHS
76011237  10/10/2008 | 18 MTHS
76.011237 _ 10/10/2008 : 18 MTHS
76011237 10/10/2008 _ 18 MTHS |
76.011237 . 10/10/2008 . 18 MTHS
76.011237 _ ° 10/10/2008 | 18 MTHS |

1250 1 12/30/2008 | 18 MTHS
1250 | 12/1/2008 ' 18 MTHS

625 12122008 18 MTHS

15625 . 11/26/2008 | 18 MTHS

15625 . 11/26/2008 | 18 MTHS

15625 | 11126/2008 | 18 MTHS

15625 . 12/10/2008 . 18 MTHS_
0.6944385 12/17/2008 18 MTHS
0.3472192 12/17/2008 18 MTHS
06944385 "12117/2008 18 MTHS
03472192 12/17/2008° - 18 MTHS
0.6944385 12/17/2008 18 MTHS
0.3472192 12/17/2008 18 MTHS
0.3472192 12/17/2008 18 MTHS
0.3472192 12/17/2008 18 MTHS
0.3472192 12/17/2008 18 MTHS
03472192 12117/2008 18 MTHS
0.3472192 12/17/2008 18 MTHS
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James M. mmmm_o:m.. m -
Carolyn S.Kee
T.O. Sessions, Jr.
Charles E. Sessions

TOTAL

Winn Parish, Louisiana

LESSOR

<<m<.m_‘.:m. euserCo.
LP Mineral Owners, LLC

TOTAL

Winn Parish, Louisiana

LESSOR

WEYERHAEUSER CO.

TOTAL

SANDY CREEK PROSPECT _

COPPER RIVER PROSPECT

" GROSS AC

2.0833155

© 2.0833155

2.0833155
2.0833155

658.09

_NETAC

'GROSSAC

31991

31991

| 15972
... .8000

31991

319.91

 NETAC

1111472008
11/14/2008
11/14/2008
11/14/2008

* LEASE DATE

1/16/2009
2/17/2008

" LEASE DATE

1/16/2009

18 MTHS
18 MTHS
18 MTHS _
18 MTHS

~ TERM

3 YRS.
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SANDY CREEK PROSPECT

Section 8
T1IN-RIW

La Poc Minerols
Ls.

p 4

|
Smith et ol Ls. , Weyerhoeuser Ls. l

SE 1/4 of SW 1/4

La Pac Minerals Weyerhaeuser Ls.
Ls.
Weyerhaeuser Ls.

1650" Loc.

330°

A-T,

SNYDER
Cavenham

|
}
|

Weysrhaeuser Ls. Weyerhosuser Ls.

Weyerhasuser Ls. |

Sec.| 17

|
|
|
|
|
l

Ground Elevation at Staked Location = 156.8 N.G.V.D. (Before Grading)

DESCRIPTION OF LOCATION: 330 feet from the south line and 1650 feet from the west line
of Section 8, T1IN—R1W, Winn Parish, Louisiana.

Geodectic Position of Location (NAD 27): Lat. 31°56'35.8” and Long. 92°29'41.8"

Louisiana North Zone Co-Ordinates System (NAD 27): X = 2,001,568.22 and Y = 464,355.64

@4/ 2y B [2 pn it
Malcolm G. Barlow, Reg. P.L.S. #3404
January 22, 2009

Well Location For

AXIS ONSHORE, LP
Weyerhaeuser 8—14 No. 1

~ - REG.NO. - Situated In

ROREoSIoNaL O Section 8, T1IN-RIW

Winn Parish, Louisiana

1000 o 1000 200067 JORDAN, KAISER & SESSIONS

Cil Engineers & Professional Land Surveyors

SCALE : 17 = 1000' P. 0. Box 1267, Notchez, Mississippi 39121

January 2009 Tel.(601)442-3628  Fax:(601)442-5511

B:\DATA\LA\ 1 INOT1W\AXIS\ WEYERHAEUSERE— 14\ WEYE18—4NO 1.dwg 50901011
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COPPER RIVER PROSPECT

Weyerhaeuser Ls.

Leuse
—

: I
Weyertiaeuser Ls. I I

SNYDER |
Cavenham
o-1.

|
|
I
e e——y to—— 1

Weyerhaeuser Ls. y |
564° |

| I
|

1863°

S ——
- Lne

Line

) Weyerhaeuser Ls.
Loc.

Sec. 22 Weyerhaeuser Ls. |
SW 1/4 of NW 7/4' Sethon 23

e " TI2N-R2W

LUne
Ui

Weyerhaeuser Ls.

Lease Line

Ground Elevation at Staked Location = 170.4 N.G.V.D. (Before Grading)

DESCRIPTION OF LOCATION: 564 feet from the west line and 1863 feet from the north line
of Section 23, T12N—-R2W, Winn Parish, Louisiana.

Geodectic Position of Location (NAD 27): Lat. 32°00°36.0" and Long. 92'32'57.5"

Louisiana North Zone Co—Ordinates System (NAD 27): X = 1,984,717.83 and Y = 488,627.55

Malcolm G. Barlow, Reg. P.L.S. #3404
January 21, 2009

Well Location For

AXIS ONSHORE, LP

Weyerhdeuser 23-5 No. 1
Situated In

¢  REG.NO.3404
REGISTERED < Section 23, T12N-R2W

Winn Parish, Louisiana

1000 0 1000 2000FT JORDAN, KAISER & SESSIONS

, | Civil Engineers & Professional Land Surveyors

SCALE : 1" = 1000° P. O Box 1267, Natchez, Mississippi J9121

January 2009 : Tel.: (601)442-3628 Fox: (601)442-5511

B:\DATA\LA\ 12NO2W\AXIS \ WEYERHAE! USER\WEYE.dwg 508901010
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LOUISIANS AEVISED )% (81pOOLING OIL, GAS AND MINERAL LEASE

REV. 2-76.7

THIS AGREEMENT, entered into effective as of

by and between

herein called “Lessor” (whether one or more) and

hareinafter called “Lesses”, witnesseth, that:

Lessor, in consideration of the sum of (s )
hereby leases and lets unto Lessee, the exclusive ﬂw enter upon and use the land hereinafter described for the exploration for, and produc-
ton of ofl, gas, sulphur and all other minerals, tog; with the use of the surface of the land for all purposes incident to the exploration for and
production, ownership, possession, storage and transportation of sald minerals (either from said land or acreage pooled therewith), and tho right
to disposs of salt water, with the right of ingress and e to and from said lands at all times for such , including the right to con-
struct, maintain and use roads, pipelines and/or canals o for operations bereunder or in connection with similar operations on adm
land, and including the right to remove from the land any property placed by Lessee thereon and to draw and remove casing from wells

by Lesses on said land; the land to which this lease applies and which is affected hereby being situated in
Parish, Louisiana, and described as follows, to-wit:

All land owned by the Lessor in the above mentioned Section, or Sections or Surveys, all property acquired ocretion
or alluvion attaching to and forming a part of said land are lneludcd’here.ln. whether ;;?palypor ,p,d?fgny de?é'iﬁfrpgx “3&:&:: or not
any reduction in rentals shall bave previously been made, this lease; without further evidence thereof, shall {mmediately attach to and affect any
4 R4

and all rights, titles, and interests in the above described land, in rights, hereafter acquired by or inuring to Lessor
and Lessor’s successors and assigns.

For the purpose of calculating the rental payments hereinafter provided for, the above described land is estimated to comprise—
acres, whether it actually comprises more or less.

This lease shall. be for a term of — — —years and hs from the date hereof (call
“primary term”) and so long thereafter as oll, ghs or some other ‘mixteral is being produced or drilling operations mmeonSucte:i either Em d:&
land or on acreage pooled therewith (‘or with any part; thereof), all a3 hereinafter provided for; all subject to the following conditions and

agreements:

1. This lease shall terminate on unless on or before
sajd date the Lessee either (1) commences operations for the drilling of a well on the land, or on acreage pooled therewith (or with any part
thereof ), in search of oil, gas or other minerals and thereafter ¢ontitsues such operations and drilling to completion or abandonment; or (2)

pays to the Lessor a rental of Dollars ($— )
per acre fot all or that part of the land which Lessee elects to continue to hold hereunder, which payment sball maintain Lessee’s rights in effect
as to such land without drilling operations for one year from the date last sbove mentioped; an see may continue to maintain the rights

granted without drilling operations for successive twelve months’ periods (during the primary term) by paying Lessor, on or beforo the begin-

h ctl riods. Dollars ($. )
npl:rga‘gcs“fgr liﬁ]“ﬁ draet p:a.rt of the land beld bereunder. Payments may be made to the Lessor or may be mailed or delivered for deposit to

g in th Bank of. -
%v‘hsxsc? anc;idgr its s:ccessor shall continue to bo the depository for such rentals as the representative of Lessor and Lessor’s successors and
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assigns; and the death or incapacity of Lessor shall not terminate or eggf essee’s right to continue to deposit all payments in suul
bank or its successor. The mm.E:g of the check or draft of Lessee or gefssee s successors to Lessor at the nddr‘?ss set folr)dxy:‘bove ur to ’hedsfi?é) %tno
oz or before the rental paying date shall be considered as payment of rental and operate to maintain Lessee’s rights in force and etfect. Should
said Bank fail or hﬁmdate, or if it should for any reason fail or refuse to accept Lessee’s check or draft, the attempted payment in the manner
above provided shall not be thereby rendered ineffective and Lessee shall not be in default for failure to pay said renlafum:i] thirty (30) days
after Lessor shall have fumuhc_d Lessee with a recordable instrument paming a new de ository; and this provision shall apply to all such new
and subsequently named depositorics. Wherever used in this lease, “operations for drilling”, “drilling operations” and “opcrations” shall be

deemed to have been commenced when work is commenced or materials placed on the ground at or uear the well site preparatory to the
drilling of a well.

2. Lessee, at its option, is hereby given the right andcf)owcr without any further approval from Lessor, at any time and from timo to
time, to pool or combine the f_aqd or mineral interest covered by this lease, or any portivn thereof, with other iand. lease or Jeases and mineral
Interests in the immediate vicinity thereof, when, in Lessee’s judgment, it is necessary or advisable to do so in order to properly ‘explore or
de_velop or operate said premises 5o as to promote the conservation of oil, gas or other minerals in and under and that may be produced from
said premises or to prevent waste or to avold the drilling of unnecessary wells or to comply with the spacing or unitizatiou order of any Regu-
latory Body of the State of Louisiana or the United States having jurisdiction. The term “Regulatory Body" shall include any governmeotal
officer, tribunal or group (civil or military) issuing orders governing the drilling of wells or the production of minerals. Such pooling shall be
of adjacent tracts which will form a reasonably compact (but not necessarily contiguous) body of land for each unit, and the unit or units so
created shall not exceed substantially forty (40) acres each for each well for oil exploration or production and substantially one hundred sixty
{160) acres eqch for 'each well for gas amjugns-condensate exploration or production unless a larger spacing pattern or largzr drilling or production
units (including a field or pool unit ) shall have been fixed and established by an order of a Regulatory Body of the State of Louisiana or of the
United States, in which event the unit or units shall be the same as fixed by said order. Lessee shall execute and file for record io the Convey-
ance Records of the Parish in which the land herein leased is situated a declaration describing the pooled acreage; and upon such filing, the
unit or units shal] thereb?' become effective, except that when a unit is created by order of a Re: tory Body the pooling shall be eﬁaecﬂve
as of t.hq effective date of such order, and no declaration shall be required in connection therewith. The royalties herein elsewhere specified,
and subject to the provisions of ng:-amo bereof, shall be computed onl{ on the proportionate part of the production from any pooled unit
that is allocated to the land herein described; and unless otherwise allocated y order of a Regulatory Body, the amount of production to be so
alloeated.fxom each t}'x)oled unit shall be that proportion of such total production that the surface area of the land affected hereby and included
in the unit bears to the total surface area of all the lands included in suchtfooled unit, Drilling or reworking operations on or production of oll,
&as or other minerals from land included in such gooled unit shall have the effect of continuing this lease in force and effect during or after

0 prln:-nrn‘t]enn as to all of the land covered bereby (including any porticn of said land not included in said unit} and as to all strata under-
lying said [and, whether or not such operations be on or such ;Eroducdon be from land covered hereby. Any unit formed by Lessee hereunder
may be created either prior to or during or after the drilling of the well which is then or thereafter becomes the unit well. Separate units may
be created for oil and for gas, or for sem!e stratum or strata of oil or gas, even though the areas thereof overlap, and the creation of a unit
as to one mineral or strata or stratum s not exhaust the right of Lessee (even as to the same well) to create different or additional units
for other minerals or for other strata or stratum of the same or other minerals, The failure of the leasehold title (in whole or in part) to any
tract or interest therein included in 8 pooled unit shall not affect the validity of sald unit as to the tracts or interests not sub{‘ect to such failure,
but the unit may thereafter be revised as hereinafter provided. Lessec shall have the right and power to reduce and diminish the extent of an
unit created under the terms of this pmcﬁraph 50 as to eliminate from said unit any interest or lease to which title has falled or upon whlcﬁ
thero fs or may be an adverse claim. Such revision of the unit shall be evidenced by an instrument in writing executed b{‘ Lessee, which shall
describe the lands included in the unit as revised and shall be filed for record in the Conveyance Records of the Parish where the lands herein
leased are situated. The revised declaration shall not be retroactive but shall be effective as of the date that it is filed for record. Any unit
created by Lessee hereunder shall also be revised so as to conform with an order of a Regulatory Body issued after said unit was originall
established; such revision shall be effective as of the effective date of such order without furthurseclamtion by Lessee, but such revision shaﬂ
be limited to the stratum or strata covered by said order and shall not otherwise affect the unit originally created.

3. Lessee, may, at any time prior to or after the discovery and production of minerals on the land, execute and deliver to Lessor or filo
for record a release or releases of any portion or portions of the lands or any stratum or strata and be relieved of all requirements hereof as to
the land, stratum or strata so released; and, in the event of a release of all strata under a portion of the land during the primary term, the rental
shall be reduced proportionately, according to acreage. In the event of the forfeiture oxPo this lease for any cause, Lessee shall have the right to
retain around each well then producing oil, gas or other minerals or being drilled or worked on the number of acres fixed and located by or tn
accordance with the spacing or unit or proration allowable order of any Regulatory Body of the State of Louisiana or of the United States
under. which said well is beina}drllled or produced, or if sald well has been or is being drilled on a unit pooled by Lessee as provided herein,
then Lesseo may retain all of the acreage comprising said pooled unit and if no spacing or proration allowable order has been issued nor any
pooled unit established, then Lessec shall have the right to retain forty (40) acres surrounding each oil well then producing or being drilled or
worked on, and one bundred sixty (160) acres around each gas or gas condensate well then producing, or being drilled or worked on or shut in
under Paragraph 6 hereof, each of such tracts to be in as near a square form as is practicable. Lessee shall have such rights of way or servitudes
affecting the acreage released or forfeited as are necessary for Lessee’s operations on the land retained hereunder.

4. Prior to the time that oil, gas or some other mineral {s being produced from the leased land or land pooled therewith (or with any part
thereof ), Lessee may maintain the rights ted during and after the primary term by carrying on operations on said lands or land pooled
therewith (or with any part thereof) without the lapse of more than ninety (90) days between abandonment of work on one well and the
commencement of operations for drilling or reworking another; and during the primary term such operations may be discontinued and the rights

ted maintained by commencing or resuming rental payments, by paying within ninety (80) days from the discontinuance of nperations

regardless of the fixed rental paying date) the proportion of the fized yearly rental that number of days between the end of said ninety

90) days and the next ensuing rental paying date or the expiration of the primary term bears to the twelve months’ perlod; but, if said ninety

days should expire prior to the initial rental paying date or during any year for which rental or other payment been made, no rental
due until the next fixed rental paying date, or, as the case may be, for the balance of the last year of the primary term.

5. If, prior to or after the discovery of oil or Yns on the lands held bereunder, a well grodudng oil or gas in paying quantities for 30
consecutive days should be brought in on adjacent lands not owned by Lessor and not included in a pooled unit containin or a portion of
the lands herein described, Lessee ahall drill such offset well to protect the land held hereunder from drainage as and wi the time that &
reasonable and prudent operator would drill under the same or similar circumstances; it being provided, however, that Lessee shall not bo ro-
quired to drill any such offset well unless the well on adjacent land is within 330 feet of anr line of the lands held hereunder, nor shall such
offset weg\be l}icessary when said lands are being reasonably protected by a well on the leased premises or land pooled therewith (or with
any part thereof).
6. After the production of oil, gas or any other minera] ip paying quantities, either on the leased premises or on lands pooled therewith

(or with any part thereof ), the rights granted s be maintained in effect during and after the primary term and without m:‘fnyment of the
rentals bereinabove provided for so lonﬁ)ns oil, gas, or some other mineral is being produced in agh‘:j quantities. It is provided, however, that
{f, after the production of oil, gas or other minerals in paying uantities, th:xs uction thereot should cease from any cause, and Lessee is not
then engaged in drilling or reworking operations, this lease s aﬁ terminate unless Lessee resumes or restores such production, or commences
additional - drilling, reworking or mining operations within ninety (QOKl days thereafter and continues such operations without the lapse of
more than ninety (90) daysietween abang:nment of work on one well and commencement of reworking operations or operations for

ing of another, in an effort to restore production of oil, gas or other minerals, or (If during the prlmazﬂtlenn) commences or resumes the
payment of rentals in the manner bereinabove provided for in connection with the abandonment of wells ed. Lessee shall not be required
to produce more than one mineral, the production of any onc mineral in paying quantties and with reasonable diligence beinﬁ su_ﬁicient to
maintain all of Lessee’s rights. In the event that any well on the land or on property led therewith (or with any part thereot), is capable
of producing gas or gaseous substances in paying quantities but such minerals are not being produced, then Lessee’s rights may be maintained,
in &e absence of production or drilling operations, by commencing or resuming rental payments as herelnabove provided for in connection with
the abandonment of wells drilled. Should such conditions occur or exist at the end of or after the primary term, or within ninety (90) days
prior to the expiration thereof, Lessee’s rights may be extended beyond and after the primary term by the commencement, resumption or con-
tinuance of such payments at the rate and in the manner herein provided for rental payments during the prima.?' term, and for the purpose of
computing and making such payments the expiration date of the primary term and eac anniversurg date thereof shall be considered as a fixed
rental paying date; provided, however, that in no event shall Lessee’s rights be so ertended by rental payments and without driliing
operations or production of ofl, gas or some other mineral for more than five consecutive years.

7. Subject to the provisions of Paragraphs 2 and 10 hereof the royalties to be paid by Lessee are: (a) On oil (which includes con-
densate and other liquid hydrocarbons when separated by lease separator units), one-cighth (1/8) of that produced and saved from the
land and not used for fuel in conducting operations on the property (or on acreage pouled therewith or with uny part thereof ), or in treat-
ing such liquids to make them marketable; (b) On gas produced from or attributable to said land and sold, including the gas remainin‘;
after the extraction of hydrocarbon products therefrom, one-eighth (1/8) of the market value at the mouth of the well of the gas so sold,
including casinghead gas or other gaseous substances. The price to be used in computing the market value at the mouth of the well shall
be the price received by Lessee under an anns’ length gas sales contract prudently negotiated in the light of the facts and circumstances
existing at the time of consummation of such contract; provided, however, should Lessee by virtue of any order by any n.'gul.\tor{' body,
state or federal, receive less than the price provided for in any gas sales contract entered into hr Lessee, such lesser price shall be used
in such computation; (c¢) With respect to gas used other than for operations hereunder, incluc in': ighead gas or other gaseous sub-
stances, royalty shall be one-eighth (1/8) of the market value at the mouth of the well s computed in subparageaph (h) above: provided
if Lessee is not selling gas under an aris’ length contract as provided in subparagraph (h) above, the market value of gas used other
than for operations hereunder, including casinghead gas or other gaseous substances, shall be its fair value at the mouth of the well at the
time of production but not less than the average of the prices paid under comparable circumstances for 835 of like kind and quality from
the field from which such gas is being produced, or if no gas is being sold from that field, the average of prices paid under comparable
circumstances for gas of like kind amr quality in the three nearest fields where sold: (d) On hydrocarbon products extracted and saved
by Lessee from gas, casinghead gas or other gaseous substances produced from or attributable to said land by processing such ﬁas through
any plant or plants, whether owned or operated by Lessee or any affiliate of Lessee or by a party nt_her than l.essee, one-eight (I./8) of
the net proceeds received by Lessee for such products, said net proceeds being the net amount received by the Lessee after deducting the
costs of processing such gas through said plant or plants; (¢) Lessee shall have free use of all oil, gas or any component t'huxeof used in
lease or unit operations as well as gas, including the components thereof, injected into subsurface strata as hervinafter defined; (f) One
Dollar ($1.00) for each ton of 2,240 pounds of sulphur, payable when marketed: and (g) One-eighth (1/78) of the market value at the
well or mine of all other minerals produced and saved or mined and marketed. Qil m_vnl_tics _shull be delivered to Lessor free of expense
at Lessor's option in tanks furnished by Lessor at the well or to Lessor’s credit in any plro line connected therewith. 1n the cvent Lessor
does not furnish tanks for such royalty oil and no pipe line is connected with the well, Lessee may sell Lrﬂ\'sn.rs .\uch. oil at the bhest
market price obtainable and pay Lessor the price received f.o.h. the leased property, less any severance or production tax imposed thereon.
T oacice hall have tho srioht ta iminet ane wrater Freire o othoer fliside inta nibhanrface streata and no rovalties <shall e dae or computed on
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8. The Lessee shall he responsible for all damages to umbof A8 growing crops of Lessor caused by Lessee's. operations.

8. All provisions hereof shall {nure to the benefit of and bind the successors and assigus {in whole or in part) of Lessor and Lessee,
whether by sale, inheritance, assignment, sub-lease or otherwise), but regardless of any actual or constructive notice thereof, no change tn
ownership of the land or any interest therein or change in the capacity or status of Lessor or any other owner of rights hereunder, whether
resulting from sale or otber transfer, inheritance, interdiction, emancipation, attainment of malority or otherwise, shaﬁ impose any additional
burden on Lessee, or be binding on Lessee for making any payments hereunder unless, at least orty-five (45‘1 days before any such payment is
due, the record owner of this lease shall have been furnished with certified copy of recorded instrument or ju g‘ment evidencing such sale, trans-
fer or inheritance, or with evidence of such change in status or capacity of Lessor or other party owning rights bereunder. The shing of such
evidence shall not affect the validity of payments theretofore made in advance. A sublesses may, as to the Lessor, exercise the rights and dis-
charge the obligations of the Lessee, without joinder of any sublessor. Io the event of an assignment of the lease as to a segregated portion of
the land, delay rentals shall be apportioned amoug the several leasehold owners according to the surface area of each, and chauh in payment
by one shall not affect the rights of others. Any owner of rights under this lease may pay the entire rental payable hereunder and such pay-
ment shall be for the benefit of those holding leasehold rights hereunder. If at any time two or more persons are cntitled to participate in tge
rental E:yab]e hereunder, Lessee may pay or tender sald rental jointly to such persons or to thelr joint credit in the depository named herein;
or, at Lessee’s electon, the proportionate part of said rental to which each participant is entitied may be paid or ten?;ed to him separately
or to his separate credit in said depository and payment or tender to any participant of his portion of the rentals hereunder shall naintain this
lease as to such participant.

10. Lessor hereby warrants and | to defend the title to sald land and agrees that Lessee may, at its option, discharge any tax,
mortgage or other lien upon the land and g: subrogated thereto and have the right to apply to the repayment of Lessee any rentals and/or
royalties accruing hereunder. 1f Lessor owns less tian the entire undivided interest in all or any portion of the lands or mineral rights relatin
thereto (whether such interest is herein specified or not) rentals and royalties as to the land in which an interest is outstanding in others s
be reduced proportionately to the interest of the Lessor therein, but the failure of Lessee to reduce rentals shall not affect Lessee’s rights to
reduce royalties; and all outstanding royalty rights shall be deducted from the royaldes herein provided for. Lessee shall have the right to
purchase a lease or leases from others to protect its leasehold rights and shall not thereby be held to have disputed Lessor’s title; and in the
event Lessor’s title or an interest therein i3 claimed by others, Lessee shall have the right to withhold payment of royalties or to deposit such
royaltles in the registry of the Court untll final determination of Lessor’s rights.

11. In the event the Lessor at 53 time considers that operations are not being conducted in compliance with this lease, Lessor shall
notify Lessee {n writing of the facts relied upon as constituting a breach hereof, and Lessee shall have sixty (60) days after receipt of such
notice in which to commence any operations that are then legally necessary to cox:fly with the requirements bereof. 'ﬁ?e service of said notice
and the lapse of sixty (60) days without Lessee meeting or commencing to meet the alleged breaches shall be a condition precedent to any
action by Lessor for any cause hereunder. It is provided, however, that after production of oil, gas, sulphur, or other rineral has been ob-
talned from the land covered hereby or land pooled therewith (or with an{\; part thereof ), this lease shall not be subject to forfeiture or loss,
either In whole or In part, for failure to comply with the express or implied obligations of ocontract except after final judicial ascertainment
of such failure and Lessee has been given a od of sixty (60) days after such final judiclal ascertainment to prevent such loss or forfeiture
by complying with and discharging the obligations as to which Lessee has been judicially determined to be in default.

12. If the land hereln described is owned in divided or undivided portions by more than one par?', this instrument may be sigoed In any
pumber of counterparts, each of which shall be binding on the party or parties so si g regardless of whether all of the owners join In the
granting of this lease; and the failure of any party named herein as Lessor to sign this lease shall not affect its validity as to those whose signa-
tures appear hereon or on a counterpart hereof.

13. The requirements hereof shall be subject to any State and/or Federal law or order regulating operations on the land. It is further
agreed that should Lessee be prevented from comp}rlng with any expressed or implied covenants of ease, from conducting drilling or
reworking operations thereon, or from producing ofl, gas or other mineral therefrom by reason of scarcity or tnability, after effort made in good
faith, to obtain equipment or material or authority to use same, or by failure of carriers to transport or furnish facilities for transg:nadon, or by
operation of force majeure, any Federal or State law, or any order, rule or regulation of governmental authority, or other cause beyond Lessee'’s
control, then while so prevented, Lessee’s obligation to comply with such covenant shall be suspended and Lessee shall not be liable for damages
for faflure to comply therewith; and this lease shall be extended while and so long as Lessee L';Jareven!ed by any such cause from conducting
drilling or reworking operations on or from producing oil, gas or other mineral from the leased premises and the time while Lessee is so pre-
vcnwf shall not be counted against Lessee.

e?i.he consideration pald by Lessee to Lessor is accepted as full and adequate consideration for all rights, options and privileges herein
granted.

IN WITNESS WHEREOF, this instrument is executed as of the date first above written.

WITNESSES:
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STATE OF. of 48
PARISH (OR COUNTY) OF. }

On this. day of. before me personally appeared
to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. executed the
sameas—. . ____free act and deed.

Notary Public.
STATE OF. }
PARISH (OR COUNTY) OF.

On this day of. before me personally appeared

to me known to be the person described in and who executed the foregoing Instrument, and acknowledged that executed the

sameas_______ free act and deed.

Notary Public.

STATE OF LOUISIANA

PARISH OF.
BEFORE ME, the undersigned Notary Public, on this day personally appeared

who, being by me duly sworn, stated under oath that____was one of the subscribing witnesses to the foregoing instrument and
that the same was signed by

(Lessor, as above mentioned) in p and in the presence of tho other subscribing witness(es).
SWORN TO AND SUBSCRIBED before me.
Notary Public in and for. Parish, Louisiana.
STATE OF LOUISIANA
PARISH OF.
BEFORE ME, the undersigned Notary Public, on this day p lly appeared

who, being by me duly sworn, stated under cath that —_____ __was one of the subscribing witnesses to the foregoing fnstrument and
that the same was signed by.

(Lessor, as above mentioned) in and {n the presence of the other subscribing witness(es).

SWORN TO AND SUBSCRIBED before me.

Notary Public in and for. Parish, Loutst

CORPORATION ACKNOWLEDGMENT
STATE OF. }
PARISH (OR COUNTY) OF.

ON THIS day of ——. before me, appeared

to mo personally known, who, being by me duly sworn, did say that he fs the.

of tha and that said instrument was signed in bebalf of said corporation by

suthority of its Board of Directors and said acknowledged safd instrument to
be the free act and deed of sald corporation.

Notary Public.
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Produge ix S8 (9 H0-Paid Up This instrument was prepared by: Indexing instructions: After recordation return to:
With I oling Provi.on

Mississ.ppi-Alaban-Florida EXHIBEFT :"B"
OIL, GAS AND MINERAL LEASE

THIS A GREEMEN I made this day of , , between

lessor { whether one or more ), whose address is:

and lessee, WITNESSETH:

1. Lessor, in csmsideration of TEN DOLLARS (810.00) AND OTHER VALUABLE CONSIDERATION, receipt of which is hereby acknowledged, and of the and

inaller contained, does hereby grant, lease and let unto lessee the land covered hereby for the purposes and with the exclusive right of exploring, drilling, mjning‘nnd operating for,
1 awnng oil, gas, sulphur and 2l! other nuncrals (whether or not similar to those mentioned), together with the right to make surveys on said land, lay pipe lines, establish and
unilize . es ton surface o subsurface disposal of salt water, construct roads and bridges, dig canals, build tanks, power stations, power lines, tclephone lines, employee houses and other
stuetn aid land, necessary or useful in lessee’s operations in exploring, drilling for, producing, treating, storing and transporting minerals produced from the land covered hereby or any
ather 1aad addjacent thereto. The land covered hereby, herein called “said land”, is located in the

County of . State of . and is described as follows:

This Je: se alse cove 15 and includes. in addition 10 that above described, all land, if 2ny, contiguous or adjacent to or adjoining the land above described and (a) owned or claimed by lessor by
limitati-m, preseripuon, § ion, reversion or corded i or (b) 8s 10 which lessor lias a preference right of acquisition. Lessor agrees to execute any supplemental instrument
requestd by lessee for a more complete or accurate description of said land. For the purpose

of dete:mining the mount of any bomus or other payment hereunder, said land shall be deemed to contain acres, whether actually comaining nore or less, and the
above 1 cital of acreage in any tract shall be deemed to be the true acreage thereof. Lessor accepts the bonus as lump sum consideration for this lease and all rights, and options hereunder.

2. Unless sooner terminated or longer kept in force under other provisions hereof, this lease shall remain in force foratemof ___ years from the dato hereof,
hercina-ter catled "primary term”, and as tong th as ions, as herei defined, are conducted upon said land with no cessation for more than ninety (90) consecutive days.
3 A 1t cc covenants and agrees: (1) To deliver to the credit of Iessor, in the pipe line to which lessec may connect its wells, the oqual ighth part of all oil produced and

saved b lessee from said land, or from titne ta time. at the option of lessee. to pay lessor the average posted market price of such one-eighth part of such oil at the wells as of the day it is run to
the pipe line or stovage tanks, lessor's inerest, in either casc. to bear one-cighth of the cost of treating oil to render it marketable pipe line oil, (b) To pay lessor on gas and casinghead gas
praduced from saic fand (1) when sold by lessee. one-eighth of the amount realized by lessce, computed at the mouth of the well, or (2) when used by lessee off said land or in the
manutis ure of gas-live or other products. the market value, al the mouth of the well, of one-eighth of such gas and casinghcad gas: (c) To pay lessor on all other minerals mined and
mankes 4 or utilize: by kessee from said land. one-tenth cither in kind or value at the well or mine at lessee's election, except that on sulphur mined and marketed the royalty shalt be onc dollar
{$1.00) per Jong ton: 1€, @t the expiration of the primary termt or at any time or times thereafter, there is any well on said land or on lands with which said land or any portion thereof has been
pooled. capable of produe ws or any other mineral covered hercby, and ail such wells are shut-in, this lease shall, nevertheless, continue in force as though operations were being conducted
on said land for so g as said wells are shut-in, and thereatter this lease may be continued in force as if no shut-in had occwred. Lessee covenants and agrees to use reasonuble diligence to
produce . utilize, or market the minerals capable of being produced from said wells, but in the exercise of such diligence, lessee shall not be obligated to install or fumish facilities other than
well tacilities and erdinary lease facilities of flow lines, scparator, and lease tank, and shall not be required to settle labor trouble or to market gas upon terms unacceptable to lessee. If, at any
piration of the primary term, ali such wells are shut-in for a period of ninety consecutive days, and during such time there are no operations on said land, then at or
d ninety day period, lessee shall pay or tender, by check or draft of lessee, as royalty, a sum cqual to one dollar ($1.00) for each acre of land then covered hereby.

ts or tenders at or before the end of cach anniversary of the expiration of said ninety day period if upon such anniversary this lcase is being continued in force
N of this sub-paragraph. Each such payment or tender shall be made to the parties who at the time of payment would be entitled to receive the royalties which
waukd | ¢ paid under this lease if the wells were producing, or may be deposited to such parties credit in the

. Bank at L orits which shall continue
cs i the vwnership of shut-in rovalty. 10at any time that lessee pays or tenders shut-in royalty, two or more partics are, or claim to be, entitled to reccive
same, b ssee may, in lien of any ather method of payiment herein provided, pay or tender such shut-in royalty, in the manner above specified, cither jointly to such parties or separately to cach
it acco.dance with their respective ownerships thereot, as lessee may elect. Any payment hereunder may be made by check or draft of lessee deposited in the inail or delivered to the panty
entitled 10 receve pryment or to a depository bank provided for above on or before the last date for payment. Nothing hercin shall impair lessee's right to release as provided in paragraph §
hereat. In the evert of assigament of this lease in whole or in pan, liability for payment hereunder shall rest exclusively on the then owner or owners of this lease, severnlly as to acreage
owned w euch,

4. Lessee is heeeby geanted the right, at its option, to pool or unitize all or any part of said land and of this lease as to any or ail minerals or horizons thereunder, with other lands, lease or
leases, o+ portion or portions thereof, or mineral or horizon thereunder, so as to establish units containing not more than 80 surface acres plus 10% acreage tolerance; provided, however, a unit
may be established or an existing unit inay be enlarged to contain not more than 640 acres plus 10% acreage tolerance, if unitized only as to gas or only as to gas and liquid hydrocarbons
(condensate} which are not a liquid in the subsurface reservoir. If larger units are required, under any governmental rule or order, for the drilling or operation of a well at a regular location, or
for obu:ining maxinum allowable. trom any well to be drilled, drilling, or already drilled, any such unit may be established or enlarged, to conform to the size required by such governmental
order o1 tule. Lessve shall exercise said option as to each desired unit by executing an instrumnent identifying such unit and filing it for record in the public office in which this lease is recorded.
Each ol smd option: may he exervised by lessee [fom time to time, and whether before or after production has been established either on said land or on the portion of said land included in the
it or e other Iand unitized therewith ad any such unit may include any well to be drilled, being dritled or already comp A unit it by der shall be valid and effective for all
purisy s of this lea- even though there may be fand or mineral, royalty or leasehold interests in land within the unit which are not pooled or unitized. Any operations conducted on any part of
such wntized fand shall be considered, tor all pumposes, except the payment of royalty, operations conducted under this lease. There shall be allocated to the land covered by this fease included
inany sseh unit tha proportion of the total praduction of unitized minerals (rom wetls in the unit, after deducting any used in lease or unit operations, which the number of surface acres in the
land co.ered by thi- fease included in the unit bears 10 the ttal number of swace acres in the wnit. The production so shall be idered for all purp including the payment or
delivers of toyalty, overriding royahy. sand any other payments out of production, to be the entire production of unitized minerals from the portion of said land covered hercby and included in
suich unit in the sume imanner as though produced from said land under the terms af this lease. The owner of the reversionary estate of any term royalty or mnineral estate agrees that the accrual
of royaities pursuar o tis parageaph or of shut-in royalties from a well on the unit shali satisty any limitation of term requiring production of oil or gas. The fonnation of such unit shall not
have the effect o ging the ownership of any shut-in production royalty which may become payable under this lcase. Neither shall it impair the right of lessee to releasc from this lease all
or any portion of said laud, excepl that lessee inay 10t so release as to lands within a unit while there are operations thereon for unitized minerals unless all pooled leases are released as to lands

vithin t1e unit, Lessee may dissolve any unit established heseunder by filing for secord in the public office where this lease is recorded a declaration to that effect, if at that time no operations
are bemy conducted thereon for unitized minerals. Subject to the provisions of this h 4, 2 unit once established h der shall remain in force so long as any lease subject thereto shall
remain -n force. A unitmay be so established, modified or dissolved during the life of this lease.

5. Lessec may at any time and from time to time execute aud deliver to lessor or file for record a release or releases of this lease as to any part or all of said land or of any mineral or
howizon thereunder. and therehy be relieved of all obligations as to the releused acreage or interest.

6. This is a PAID-UP LEASE, [n consideration of the down cash payinent, Lessor agrees that Lessee shall not be obligated except as otherwise provided herein, to commence or continue
any ops raions durng the primary term. - Whenever used in this lease the ward "operations” shall mean operations for and any of the following: drilling, testing, completing, reworking,
recoup et deepenng, plugging back or repuiriug of a well in search for or in an endeavor to obtain production of oil, gas, sulphur or other minerals, excovating a mine, production of oil,
dshur or ofher mineral, whether or not in paying quantities.
shall live the usc. fice from royalty. of water, other than from lessor's water wells, and of il and gas produced from said land in all operations hereunder. Lessee shall have the
tight atany time to remove all machinery and fixtures placed on said land, including the right to draw and remove casing. No well shall be drilled nearer than 200 fect to the house or barn now
an said tand withow the consent of the lessor. Lessee shall pay for daumages caused by its operatious to growing crops and timber on said land.

8. e tights and estate of any party hereto may be assigned from time to time in whole or in part and as to any mineral or horizon. All of the , obligations, and iderations of
51 shall extend to and be binding upon the parties hereto, their heirs, successors, assigns, and successive assigns. No change or di\fisicn in the ownership of said lm_ui. royalties, or other
.o any part thereol, howsaever effected, shall increase the obligations or diminish the rights of lessee, includi,lg. but not limited to, the location nnq clln:IIm.g of wells nnq the
-ment of production, Natwithstanding any other actual or constructive knowledge or notice thereof of or to lessee, its successors or assigns, no change or flmsmn in the ownership of
ad or of the rayalties, ar other moneys, or the right to receive the same, howsoever effected, shall be binding upon the then record owner of this leas.e until thirty (30) days after .lh.ere has
been fuenished to such  owner at his or its principal place of business by lessor or lessor’s heirs, successors, or assigns, notice of such change or division, supported by either ariginalg or
duly ce-titied copic- of the mstruments which have been properly filed for record and which evidence such change or division, and of such court recurds_ and proceedings, transcripts, or other
docume nts as shatt :w necessary in the opinion of such record ewner to establish the validity of such change or division, If any such change in ownership occurs by reason of the death of the
OWHEE. @SSR MAY. ey ertheless, pay or tender such royalties, or other moneys. or pant thereof, to the credit of the decedent in a depository bank provided for above.
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9. In the event lessor considers that lessee has not 4 with all its der, both express and implied, lessor shall notify lessee in writing, setting out specifically in what
respects lessee has hreached this contract. Lessee shall then have sixty (60) days after receipt of said notice within which to meet or commence to meet all or any part of the breaches alleged
. dee of said notice shall be precedent 1o the bringing of any action by lessor on said lease for any cause, aud no such action shall be brought until the Iapse of sixty (60) days
uech potice on lessee. Neither the service of said notice nor the doing of any acts by lessee aimed to meet all or any of the alleged breaches shall be deeined an adimission or
mesimption that lessee bas ailed to perform all its obligations hereunder. Should it be asserted in any notice given to the lessee under the provisions of this paragraph that lessec has failed to
comply with any implicd obligation or covenant hereof. this lease shall not be subject to cancellation for any such cause except after final Jjudicial ascertainment that such failure exists and
lessee hins then heen afforded a reasonable time to prevent canceltation by complying with and discharging its obligations as to which lessee has been Judicially determined 1o be in defoult, 1t
is lease is eanceled for any canse, it shall nevenheless remain in force and effeet as to (1) sufticient acreage arotnd each well as to which there are operations to constitute a drilling or
maximmn allowable unit wander lc | regul (but in no event less that forty acres), such acreage 1o be designated by lessee as nearly as practicable in the form of a
square centered at the well. or in such shape as then existing spacing rules require; and (2) any part of said land included in a pooled unit on which there are operations. Lessee shall also have
such easements on said land as are necessary to uperations on the acreage so relained.

10, Lessor herchy warrants and agrees to defend title to said land against the claims of all persons whomsoever. Lessor's rights and interests hereunder shall be charged primarily with any
mortgages. taxes ar other liens, or interest and other charges on said land, but lessor agrees that lessee shall have the right at any time to pay or reduce same for lessor, either before or after
maturits. and be subrogated tu the riglis of the holder thereof and to deduct amounts so paid from royaltics or other payments payable or which may become payable to lessor and/or nssigns
under this Jease. | is hereby given the right to acquire for its own benefit, deeds, leases, or assignments covering any interest or claim in said land which lessee or any other party
contetkls 15 outstunding and not covered herehy and even though such outstanding interest or claim be invalid or adverse 1o lessor. 1f this lease covers a less interest in the oil, gas, sulphur, or
other minerads in all or any part of said land than the entire and undivided fee simple estate (whether lessor’s interest is herein specified or not), or no interest thercin, then the royaltics, and
other moneys aceramg from any part as tu which this lease covers fess than such full interest. shall be paid only in the proportion which the interest therein, if'any, covered by this lease, bears
to the whole and undivided fee simple estate therein. Al royahy interest covered by this lease (whether or not owned by lessor) shall be paid out of the royally herein provided. This lease
shaall be bindling upon el party who exceutes it without regard to whether it is exccuted by all those named herein as lessor.

FEIE whie tus leas c. i, or after the expiration of the primary tenn hereof, it is not being continued in force by reason of the shut-in well provisions of paragraph 3 hereof, and
lessee s not conducting operations on said Tand by reason of (1) any law, order, rule or regulation, (whether or not subsequently defermined to be invalid) or (2) any other cause, whether
sumilar ar dissilar, (except financial). beyond the reasonuble control of lessee, the primary term hereof shall be extended until the first anniversary date hereof occurring ninety (90} or more
days following the removal of such delaying cause, and this lease may be extended thereafter by operations as if such delay had not occurred.

IN WITNESS WHEREOF. this instrument is executed on the date first above written,

(SEAL)

(SEAL)

(SEAL)

(SEAL)

JOINT OR SINGLE ACKNOWLEDGMENT
(MISSISSIPPI-ALABAMA-FLORIDA)

STATE OF

COUNTY OF

| hereby certify, that on this day, before me, a NOTARY PUBLIC duly authorized in the state and county aforesaid to take
acknowledgments, personally apppeared

to me known to be the person(s) described in and who executed the foregoing instrument and he/she/they acknowledged before me that, being
informed of the contents of the same, he/she/they voluntarily signed and delivered the within and faregoing instrument on the day and year
therein mentioned.

Given under my hand and official seal, this day of JA.D.,

(Affix Seal)

(Title of Official)

My commission expires in and for County,

WITNESS ACKNOWLEDGMENT
(MISSISSIPPI-ALABAMA-FLORIDA)

STATE OF

COUNTY OF

1, a NOTARY PUBLIC in and for the aforesaid jurisdiction, hereby certify that
a subscribing witness to the foregoing instrument, known to me, appeared before me on this day, and being sworn, stated that

the grantor(s). having been informed of the contents thereof, voluntarily executed and delivered the same in his presence, and in the presence
of the other subscribing witness, on the day the same bears date: that he attested the same in the presence of the grantor(s), and of the other
witness, and that such other witness subscribed his name as a witness in his presence.

(subscribing Witness)
Given under my hand and official seal, this day of .
(Affix: Seal)

(Title of Official)

My commission expires in and for County,
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t i int Operating Agreement dated February
Attached to and madae a part that certain Join p g Ag

3.

2009 between K&is Onshore, LP as gperator and Bédn ResouTCces, INCS

as Non-Operator. '

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

Definitions

“Joint Property” ghall mean the real and personal property subject to the agreement Lo which this Accounting Procedure
is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Property. ‘

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint
Operations and which are to be shared by the Parties.

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

“Non-Operators” shall mean the Parties to this agreement other than the Operator.

“Parties” shall mean Qperator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operating
capacity.

“Technical Employees” shall mean those employees having special and specific cngineering, geological or other

professional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and
problems for the benefit of the Joint Property.

“Personal Expenses” shall mean trave)] and other reasonable reimbursabie expenses of Operator’s employees.

“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.

“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Ma,mn;l1 aS'l

most recently recommended by the Counci) of Petroleym,Accounta jeties.""Eair Market Value' shal

B R by Srs e Eigtabe bateaining Sotween

Statsment and Billings Y ind s at the date of aquisiti¢n
for the joint account.

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint

Account for the preceding month. Such bills will be accompanied by statements which identify the authurity for

expenditure, lease or facility, and all charges and credits summarized by appropriate classifications of investment and

expense except that items of Controllable Material and unusual charges and credits shall be separately identified and
fully described in detail.

Advances and Payments by Non-Operators

A.  Unless otherwise provided for in the agreement, the Operator may require

the Non-O gmrs to advance their
share of estimated cash outlay for the succeeding month’s operation within -f-i&eew—(—ks)?%ys after receipt of the
billing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust
each monthly billing to reflect advances recdived from the Non-Operators. !

Each Non-Operator shalt pay its proportion of all bills within fifteer-tt8) days aflter receipt. If payment is not made
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at —_—

Delta Rank on the first day of the month in which delinquency occurs plus 1% or the
maximum contract rate permitted by the applicable usury laws in the state in which the Joint Property is located,

whichever is the lesser, plus attorney’s fees, court costs, and other costs in connection with the collection of unpaid
amounts. :

Adjustments

Payment of any such bills shall not prejudice the right of any, Non-Operal?r

to prqtest or question the correctness thereof;
provided, however, all bills and statements rendered’ o Wor?-b?%?&%rs ‘o‘f‘g‘p%ram during any calendar year shall

conclusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar
year, unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes
claim on Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same

prescribed period. The provisions of this paragraph shall not prevent adjustments resulting from & physical inventory of
Controliable Material as provided for in Section V. "

COPYRIGHT® 1985 by the Council of Petroleumn Accountants Societies.

-1-
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Audits

A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit
Operator's accounts and records relaling. to the Joint Account for any calendar year within the twenty-four
(24) month period following the end of such calendar year; provided, however, the making of an audit shall not
extend the time for the taking of written exception to and the adjustments of accounts as provided for in
Paragraph 4 of this Section I. Where there are two or more Non-Operators, the Non-Operators shall make
every reasonable efiort to conduct a joint audit in 8 manner which will result in a minimum of inconvenience
to the Operator. Operator shall bear no portion of the Non-Operators' sudit cost incurred under this
paragraph unless agreed to by the Operator. The audits shall not be conducted more than once each year

without prior approval of Operator, except upon the resignation or removal of the Operator, and shall be made
at the expense of those Non-Operators approving such audit.

If Operator

5 f a:.lé3 tOT h‘}g%"ﬁ‘f”&’l‘{l ey "{f{é‘"’igs“ba“ it regor'*"lg' 159 dars alter ogeiet 1 PLHBPELy give
6.

Approval By Non-Operators credit for the amount of the exceptions claims in
the audit report.

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of
this Accounting Procedure and if the agreement to which this Accounting Procedure is attached containg no
contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and the
agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Operators.

II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

L

Ecological and Environmental

Costs incurred for the benefit of the Joint Property as a result of governmental or regulalory requirements to satisfy
environmental considerations applicable to the Joint Operations. Such costs may include surveys of an ccological or
archaeological nature and pollution control procedures as required by applicable laws and regulations.

Rentals and Royalties

Lease rentals and royalties paid by Operator for the Joint Operations.
Labor
or consultants

Salaries and wages of Operator’s field employeeé directly employed on the Joint Property in the conduct of
Joint Operations.

A (1)

(2)  Salaries of First Level Supervisors in the field. 8
or consultants

Salaries and wages of Technical Employees directl)/ émployed on the Joint Property if such charges are
excluded from the overhead rates,

3

44 [ P J £ Toohos
‘er——tririt W

1 1 54 1 1 . $1as : a
e Employees—eithes yorarily or.p by e
aanedin 1an ATOR SRIPI o 38 Lol
empioyed-in-the-operation-of the-dombProperty-if suehroh

ad-threetly

to—ti

luded-from-the

herend,
rec-o: SPTCTT-TEeH

Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Account under. Paragraph 8A of this Segtion I
Such costs under this Paragraph 3B may be charged on a “when and as paid basis” or by "percentage assessment”
on the amount of salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section II. If
percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C.  Expenditures or coniributions made pursuant to assessments imposed by governmental authorily which are
applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section II.

Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 3A of this Section I1.

Ewmployee Benefits

Operator's current costs of established plans for employees' grewp—tfe—tnsusance, hospitalization, pensiew, rebirement,
shoek hase-thiilt - bonusrand-sther-berefit-plens-of-shite-pabture, applicable to Operator's labor cost chargeable to the
Joint Account under Palagnaphs 3A and 3B of this Section II shall be Operators actual cost not to exceed the percent
most recently recommended by the Council of Petroleum Accountants Societies.
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Material

Material purchased or furnished by Operator for use on the Juint Property as provided under ‘Sect‘ion. IV. Only suc_h
Material shall be purchesed for or-transferred to the Joint Property as may be required for immediate. use and- is

reasonably practical and consistent with efficient and economical operations. The accumulation of surplus stocks shall be
avoided.

Transportation

Transportation of employees and Material necessary for the Joint Operations but squect to the following limitations:
A, If Material is moved to the Joint Property from the Operator’s warehouse or other properfies. no charge shall be
made to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like
material is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties.

If surplus Material is moved to Operator's warehouse or other storage poini, no charge shall be made to the Joint
Account for a distance greater than the distance to the nearest reliable supply store where like material is normaily
available, or railway receiving point nearest the Joint.Property unless agreed to by the Parties. No charge shall be

made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
Parties. :

In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is
available when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the
amount most recently recommended by the Council of Petroleum Accountants Societies.

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
10 of Section II and Paragraph i, ii, and iii, of Section III. The cost of professional consultant services and contract
services of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead
rates. The cost of professional consultant services or contract services of technical personnel not directly engaged on the
Joint Property shall not be c¢harged to the Joint Account unless previously agreed to by the Parties.

Equipment and Facilities Furnished By Operator

A.  Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating
expense; insurance, taxes, depreciation, and interest on gross investment less: accumulated depreciation not to
exceed twelve pereent ( k2 __ %) per annum. Such rates shall not exceed average commercial
rates currently prevailing 'in the immediate area of the Joint Property. :

B.

In lieu of charges in paragraph 8A sbove, Operator may elect to use average commercial rates prevailing in the

immediate arca of the Joint Property less 20%. For' automotive equipment, Operator may elect to use rates
published by the Petroleam Motor Transport Association.

Damages and' Losses to Joint Property

Al costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or
losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's gross
negligence or willful misconduct. Operator shall furnish Non-Operator ‘written notice of damages or losses incurred as
soon as practicable after a report thoreof has been received by Operator. '

" Legal Expense

Expense of outside attorneys shall be borme by the joint account in matters of
un ’;E‘f‘at on, .title and curative activities.
Expense of h

andling, investigating and settling litigation or claims, discharging of liens, payment of judgements and
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to
protect or recover the Joint Property, except that no charge for services of Operator's legal staff or fees or expenso of
outside attorneys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be
covered by the overhead provisions of Section I1I unless otherwise agrleed to by éhe Parties, i);‘cggti ';}Se
1z AL Segtss ehether Legel, proteanionan, titeREty 10 ipatty
produgcéon and the NGPA oﬁ'e 9

Hroy'\ded in Section
in_comp ance

roration

Taxes irect charge to t jolat account.

All-taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof,
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad
valorem taxes are based in whole or in part upon separate valuations of each party’s working interest, then

notwithstanding anything to the contrary hevein, charges to the Joint Account shall be made and paid by the Parties
hereto in accordance with the tax value generated by each party’s working interest. :

§’agg SuBteading rules anﬁp%gguigcigns sRall constitute
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12.

13.

14.

15.

i

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the
event Joint Operations are conducted in a state in which.Operator may act as self-insurer for Worker’s Compensation
and/or Employers Liability under the respective state’s laws, Operator may, at its election, include the risk under its self-
insurance program and in that event, Operator shall include a charge at Operator’s cost not to exceed manual rates.

Abandonment and Reclamation

Costs incurred for sbandonment of the Joint Property, including costs required by governmental or other regulatory
authority. ’

Communications

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section II.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I, or in Section III and which

is of dircet benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.

III. OVERHEAD
Overhead - Drilling and Producing Operations
i. As compensation for administrative,. supervision, office services and warehousing. costs, Operator shall charge
drilling and producing operations on either:

(XX Fixed Rate Basis, Paragraph 1A. or
) RercentrpeBoviePerapraphiB

Unless otherwise agreed to by the Parties, such charge shall be in. lieu of costs and expenses of .all offices and
salaries or wages pius applicable burdens and expenses of all. personnel, except those directly chargeable under
Paragraph 3A, Section II. The cost and expense of services from outside sources in connection with matters of
taxation, traffie, accounting or matters before or involving governmental agencies shall be considered as included in
the overhead rates provided for in the above selected Paragraph of this Section I1I unless such cost and expense are
agreed t0 by the Parties as a direct charge to the Joint Account.

The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property:

(XX shail not be covered by the overhead rates.

The salaries, wages and Personal Expenses of Technical Empluyees and/or costs of professional consuitant services
and contract services of technica! personne) cither temporarily or permanently assigned to and directly employed in
the operation of the Joint Property:

(XX) shall be covered by the uverhead rates, or
1

u

A.  Overheuad - Fixed Rate Basis

(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Weil Rate § 10,000.00
(Prorated for less than a full month)

Producing Well Rate $ 550.00

(2)  Application of Overhead - Fixed Rate Basis shall be us follows:

(a) Drilling Well Rate

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date
the drilling rig, completion rig, or other units used in completion of the well is released, whichever

-4-
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is.later, except that no charge shall be made during suspension of drilling or.completion operations
for fifteen (15) or more consecutive calendar days. :

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5)
consecutive work days or more shall be- made at the drilling well rate. Such charges shall be
applied for the period from date workover operations, with rig or other units used in workover,
commence through date of rig or other unit release, excopt that.no charge shall he made during
suspension. of operations for fifteen (15) or more consecutive calendar days.

(b) Producing Well Rates

(1) An active well either produced or injected into for any portion of the month shall be considered as
8 one-well charge for the entire month. -

(2) Bach active completion in a multi-completed well in which production is not commingled down
hole shall be considered as a one-well charge-providing each completion is considered a separate
well by the governing regulatory authority.

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the
production. shall be considered as a one-well charge providing the gas well is directly connected to
a permanent sales outlet.

(4) A one-well charge shall be- made for the month in which plugging and abandonment. operations
are completed on any well. This one-well charge shall be made whether or not the well has
produced except when drilling well rate applies.

%)

All other inactive wells (including but not limited to inactive wells covered by unit allowable, leasg
allowable, transferred allowable, etc.) shall not qualify for an overhead charge. T

The well rates shall be adjusted as of the first day of April each year following the effective dats of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying
the rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude
Petroleum and Gas Production Workers for the last calendar year compared to the calendar year preceding as.
shown by the index of average weekly earnings of Crude Petroleum and Gas Production Workers as published
by the United States Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as

published by Statistics Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or

minus the computed adjustment.

Br——Overhesd-—LPerecntape-Basie

P, i [VVANPY 1
TereehT{———curfo1 ot

provided under Paragraph 10 of Section II and all salvage credits.

(b) ) Operating

— e Percent( %) of the cost of operating the Joint Propes
under Paragraphs 2 and 10 of Section 11, all salvage credits, the v.
for secondary recovery and all taxes and assessments which
mineral interest in and to the Joint Property.

exclusive of costs provided
w6 of injected substances purchased
fre levied, assessed and paid upon the

Application of Overhead - Percentage Basis shall beds

For the purpose of determining churge$ on a percentage basis under Paragraph. 1B of this Section III,

development shall include all
operations on any or all we
interval on the Join{ P
expénditures ingu

pet€”in connection with drilling, redrilling, deepening, or any remedial
s Tavolving Uie use of drilling rig and crew capable. of drilling to the preducing
operty; also, preliminary expenditures necessary in preparation for drilling and
ed in abandoning when the well is not completed as a producer, and original cost of

constructign~6r installation of _fixéd assets, the expansion of fixed assets and any other project clearly
discerartble as a fixed asset, except Major Construction as defined in Paragraph 2 of this Section III. All other
1 v s openating‘ .

Overhead - Major Construction

Tb compensate Operator. for overhead costs incurred in the construction and installation of fixed assets, the expansion of
fixed agsets, and any other project clearly discernible as a fixed asset required for the development and operation of the
Joint Property, Operalor shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint




Case 10-33569-sgj11° Claim 51-1 Pant 3 f'FiIed 07/27/10  Des{oERNBILA. Bage 43
of 48

ol Petroleum Accountants

BEBwooma o ous

[~
SB[ szGEe

EEP R

31

" .Tota} cost shall mean the gross cost of any cne project. or the purpose of this paragraph, the.component parts of u single

Al

-

Account for overhead based- on the following rates for any Major Construction project in excess of § :

A3 %of first $100,000 or total cost if less, plus
B % %of costs in excess of $100,000 but less than $1,000,000, plus.

C. __._3___.__ % of costs in excess of $1,000,000.

project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be’
excluded.

" Catastrophe Overhead

To compensate Operator for overhead costs incurred in- the event of expenditures resulting from a single.occurrence. due )
to oil spill, blowout, explosion, fire, storm; hurricane, or other catastrophes as agreed to by the Parties, which are
necessary to vestore the Joint Property to the equivalent condition that existed prior to the event causing the

cxpenditures, Operator shall either negotiate a rate prior to-charging the Joint Account or shall charge the Joint Account
for overhead based on the following rates:

A 5 % of total costs through. $100,000; plus
B.— % %of total costs in excess of $100,000 but less than $1,000,000; plus
C. 3

% of total costs in excess of $1,000,000.

Expenditures subject to the overheads. above will not be reduced by insurance recoveries, and no other overhead
provisions of this Sectien 111 shall apply. '

Amendment of Rates

The overhead rates provided for in this Section III may be amended from time to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive. '

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material
movements affecting the Joint Property. Operator shall provide all Material for ‘use on the Joint Property; however, at
Operator’s option, such Material may be supplied by the Non-Operator. Operator .shall make timely disposition of idle and/or
surplus Material, such disposal being made either through sale to Operator.or Non-Operator, division in kind, or sale to
outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition

A or B Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties.
1

Purchages *

. . and shall be at falr market va
Material purchased shall be charged at the price paid by Operator after deduction of all discounts received./In case of
Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account
when adjustment has been received by the Operator.

Transfers and Dispositions *

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash-discounts: :

A, New Material (Condition A)

(1) Tubular Goods Other than Line Pipe

adlq NP I

2 —3r2es & BRI~ G—arFer—e3 B :'-
1
published carload base prices effective as of date of movement plus transportation cost ugi

pound carload weight bz_xai's to the railway receiving point nearest the Joi operty for which
publishied rail rates for tubular goods exist. If the 80,000 pound raj 1§ not offered, the 70,000 pound

or 90,000 pound rail rate may be used. Freight char ibing will be calculated from Lorain, Ohio
and casing from Youngstown, Ohio.

Pe—6na
v

(b)  For grades which ar =cfal to one mill only, pficea shall be computed at the mill base of that mill plus
transportati

ost {rom that mill to the railway receiving point nearest the Joini Property as provided
oh.2 A (1)(n\ F.-\r frn 4 ﬁ,m‘ aortfrn intsath, n

" ¥ : P P M&%W@
. *The intent of these pricing mechanisms is to reasonabliy reflect fair market
market value of the material on the date of transfer.

-6- -
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pound-Oil-Ricld- Houlors-Asseciotion-intersiate-truclevete-cheli-be-vsed.
{e—-Specinl-end-finish-tubuler-gosds-shell-be-priced-et-the-towest-published-oub-of-stosk-prieo

Texas, plus transportation- cost, using Oil Field Haulers Association interstate 30.000-poartd truck rate,
to the railway receiving point nearest the Joint Property.

(d): Macaroni tubing (size less than
f.o.b. the supplie

eIk

"UD) shall be: priced at the lowest published. out-of-stock prices
phus Transportation costs, using the Oil Field Haulers Association.interstate truck rate

5 o 8es aarest PHEC I L
BB IR RO L 0T o+ SHWIR-FECONHNE-POIRI-ROAL 8s-tha-dO R+ PODErY

Line Pipe

(&)-_Ei'he_p‘i’p\‘ eSS exeep Sprsivages REN v argEer - Snags pyv R &0
more shall be priced under provisions of tubular goods pricing in Paragraph A.(1)(a) as
Freight charges shall be calculated from Lorain, Ohio.

(b)

Line pipe movements (except size 24 inch OD and larger with walls ¥ ing]
pounds shall be px_'iced at Eastern mill published carload base price
plus 20 percent, plus transportation costs based on freight rate;

goods pricing in Paragraph A.(1)(8) as provided above. Fret
Ohio. ‘

d over) less than 80,000
ective as of date of shipment,

set forth under provisions of tubular
t charges shall be calculated from Lorain,

() Line pipe 24 inch OD and over al
manufacture at current new
nearest the Joint Propert

.

% inch wall and larger shall be priced fo.b. the point of
ished prices plus transportation cost to the railway receiving point

(d) Line pipe, i
be prj
pre

ing fabricated line pipe, drive pipe and conduit not listed on published price lists shall
at quoted prices plus freight to the railway receiving point nearest the Joint Property or at

., . fail rket value. , .
Other Material shall be priced at the o&gﬁt‘—“prm in effect at date of movement, as listed by a reliable.

supply store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the -

railway receiving point nearest the Joint Property.

Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current"

new price, in effect on date of movement, as:listed by a reliable supply store nearest the Joint Property, or
point of manufacture, plus transportation. costs, if applicable, to the railway receiving point nearest the Joint
Property. Unused new tubulars will be priced as provided above in Paragraph 2.A.(1) and (2).

Good Used Material (Condition B)

Material in sound and serviceable condition and suitable for reuse without reconditioning:

(1) Material moved to the Joint Property
f
At soventy 1o

market value

(2) Material used on and moved from the Joint Property
(3’ A(’, ant; -POROH Bler-0i-u i EoRt-ROVW-DEICO-AE-GOtORHRAd-D

originally charged to the Joint Account as new Material or

faiy market vaqe

fair market vale

, if Material was

p GE%)-of-current-now-pricoras-determined-b , if Material was
originally charged to the Joint Account as used Material:

(8) Material not used on and moved from the Joini Property

fair ma

rket value
;""-’ e-Peres v 2'; e ch

The cost of reconditioning, if any, shall be absorbed by the transferring property.
Other Used Material

(1) Condition-C

Material which is not in sound- and- serviceabl. ccinxdition ncg nota“'ltéab]o for its original !unctign until

after - reconditioning shall be priced at hﬁmmmmw—éam%

v
Peregreph-A. The cost of reconditioning shall be charged to the receiving property, provided Condition

C value plus cost of reconditioning does not exceed Condition.B value.

e et 4
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(2) Condition D

Mater'xal, excluding junk, no longer suitable fof its original purpose, but usable for some other purpose
shall be priced on a basis commensurate. with: its use. Operator may dispose of Condition D Material
under pracedures normally used by Operator without prior approval of Non-Operators.

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe

of comparable size and weight. Used casing, tubing or drill pipe utilized as. line.pipe shall be
priced at used line pipe prices.

(b)

Caging, tubing or drill- pipe used as higher ﬁressure service lines than- standard line pipe, e.g

power.oil lines, shall be priced under normal pricing procedures for casing, tubing, or drill pips.
Upset tubular goods shall be priced on a non upset basis.

(8) Condition B

Junk shall be priced -at prevailing prices. Operator may dispose of Condition I& Material under
procedures normally utilized by Operator without prior approval of Non-Operators.

D. Obsolete Material

Material which is serviceable and usable for its original function but condition and/or value of such Material
is not equivalent.to that which would justify a price as provided above may be specially priced as agreed to by

the Parties, Such price should result in the Joint Atcount being charged with the value of the service.
rendered by such Material.

B.  Pricing Conditions

¢)]

Loading or unloadmg costs may be cha.rged to t.he Jomt Account at the-rate-of-buonty-fivo-sonte(264-
por—hundrad b goads—moveraen h of actual loading or unloading costs
sustained at the stockmg pomt. The above rate shall be adJusted as of the first day of April each year
following January 1, 1986 by the same percentage increase or decrease used to adjust overhead rates in
Section III, Paragraph LA.(3). Each year, the rate calculated shall be rounded to the ncarest cent and

shall be the rate in effect until the first day of April next year. Such rate shall be published each year
by the Council of Petroleuam Accountants Societies.

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

Premium Prices

‘Whenever Material is not readily obtainable at published or Jisted prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the- Operator may charge the Joint Account for the required
Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use, and in moving it
to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to biliing
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within

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

Warranty of Material Furnished By Operator

Operator does not warrant the Material furnished. In. case of defective Material, credit shall not be passed to the Joint
Account until adjustment has been received by Operator frorn the manufacturers or their agents.

V. INVENTORIES

The Operator shall maintain dei:ailed records of Controllable Material.

1

Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an
inventory shall bind Non-Operators to accept the inventory taken by Operator.

Recunciliation and Adjustment of Inventories

Adjustments to the Joint Account resultmg from the reconciliation of a physncal inventory shall be made within six
months following the taking of the inventory. Inven‘wl y adjustments shall be made by Operator to the Joint Account for-

8-
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overages and shortages, but, Operaw}' shall be held accountable only for shortages due to lack of reasonable diligence..

3.  Special Inventories

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint
Property. It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of

interest takes place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases
inyolving a.change of Operator, all Parties shall be governed by such inventory.

4, Expense of Conducting Inventories '

A.  The expense of condueting periodic inventories shall not be charged to the Joint Account unless agreed to by the
Parties. . :

. ’.I‘he expense of f:onducting special inventories shall be charged.to the Parties requesting such inventories, except
inventories required due to.change of Operator shall be charged to the Joint Account.
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The following, notwithstanding anything herein to the contrary, shall be made a part and
included in this Accounting Procedure:

1. in the event Non-Operator is required under any applicable provision of the
Operating Agreement or under Article 1.3 of the Accounting Procedure attached
thereto as Exhibit “C" to advance or prepay funds for operations to which it has
consented, any discounts or rebates from vendors selling to the Joint Account
received by Operator and applicable to such prepay situation shall be credited
pro rata by Operator to Non-Operator.

Any volume discounts or special rebates which are credited to the Operator by

vendors selling to the Joint Account shall be credited to the Joint Account when
received by Operator,

In the event Operator plans to use his own equipment for any operations
hereunder, or the equipment of any subsidiary, parent company or sister
company, Operator agrees that the charge to the Joint Account for the use of
such equipment shall be equal to the competitive fair market price for the use of
similar equipment or Operator’s actual cost, whichever is the lesser.

in the event Operator pians to purchase goods and/or services for the Joint
Account from his own subsidiaries, parent company or sister companies, such
goods and services shall be charged at the Fair Market Value thereof.

Within thirty (30) days after close of operations on any well drilled hereunder, any
unused or salvaged tubulars shall be credited to the Joint Account, offered
proportionately to the Non-Operators “in kind” or sold to a third party with a credit
being reflected on the Joint Account. '

Operator agrees to acquire any tubular goods obtained for the Joint Account at
competitive fair market price. If Operator wishes to use tubular goods from its
own inventory, or the inventory of any subsidiary, parent company or sister
company, such tubulars shall be charged to the Joint Account at prices which are
equal to the lower of the Operator cost or Fair Market Value.

The following shall be added to the existing provisions of Article 1.5 of the
Accounting Procedure:

Should a majority Interest of Non-Operators, remaining after exclusion of the

Interest owned by Operator, elect to audit the books of the Operator, then all
Non-Operators shall share the cost of the audit.

Non-operators acknowledge and agree that operator shall have the right to hire a
Contract Operator and non-operators agree to pay their pro-rata share of the
costs associated with said Contract Operator in addition to the charges identified

in Article |1l A(1) of the COPAS Accounting Procedure attached to the Operating
Agreement and identified as Exhibit “C”.

177107
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ACORD, CERTIFICATE OF LIABILITY INSURANCE

DATE (MM/DD/YYYY)
10/31/08

PRODUCER
Benfield Corporate Risk LLC

909 Fannin Street
Suite 1700
Houston., TX 77010

1-713-739-3600

INSURED
TriDimension Energy, LP
Axis Onshore, LP

16610 Dallas Pkwy
Suite 2500

Dallas, TX 75248

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION
ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE
HOLDER. THIS CERTIFICATE DOES NOT AMEND, EXTEND OR
ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW.

INSURERS AFFORDING COVERAGE _
nsurgna St Paul Surplus Lines Insurance Co.
INSURER®: AG National Insurance
WSURERC;Granite State Insurance Company

NAIC# .

Company

LINSURERD: o e e e e e e s e o
| INSURERE: |

COVERAGES

THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD INDICATED. NOTWITHSTANDING
ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS CERTIFICATE MAY BE ISSUED OR
MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS, EXCLUSIONS AND CONDITIONS OF SUCH
POLICIES. AGGREGATE LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

EMPLOYERS' LIABILITY
ANY PROPRIETOR/PARTNER/EXECUTIVE

INSRABDIL T T POLICVEFFECTIVE TPOLIEYEXPIRATION T —
\ c POLICY NUMBER POLICYEFFECTIVE TPOLICY EXPIRATION TS
A { GENERAL LIABILITY MU05538957 06/09/08 06/09/09 | EACHOCCURRENCE §1000000
1.2 S ... | 81090000
{ X_| COMMERCIAL GENERAL LIABILITY ERE: Q%EEES%EEWE“@‘“ |$100000
1] cumsmmoe [ %] occur { MEDEXP (Any gneporson) __i $5000
| :t e peRsonaL AovinuuRy__| 5 1000000
O GENERALAGGREGATE | §2000000
; " GEN'L AGGREGATE LIMIT APPLIES PER: H PRODUCTS - COMP/OP AGG | $1000000
. X | poLicY pRof _| Loc l
B . I X :
i AUTOMOBILE LIABILITY AIG0551360 06/20/08 i 06/20/09 | . \pinNgD SINGLE LIMIT $1,000, 000
ANY AUTO (Ea accident) 000,
ALL OWNED AUTOS BODILY INJURY .
l SCHEDULED AUTOS (Per person) L
X | HIRED AUTOS BODILY INJURY s
I i‘ NON-OWNED AUTOS (Per accident)
= _ PROPERTY DAMAGE
} i L (Per accidont) $
]
i GARAGE LIABILITY AUTO ONLY - EAACCIDENT | § .
i r—jl ANYAUTO OTHERTHAN ~ EAACCHS
o AUTOONLY: AGo | S
Al EXCESS/UMBRELLA LIABILITY MU05576497 06/09/08 06/09/09 EACH OCCURRENCE § 5000000 .
| IxJoccur  [__fcramsmane AGGREGATE §5000000
| s ..
— DEDUCTIBLE s 3
| REVENTION __ § $
C . WORKERS COMPENSATION AND WC 295-37-63 04/15/08 04/15/09 | X | WCSTATU. |‘ —’I&r’p‘!_

E.L.EACHACCIDENT §1,000,000

OFFICER/MEMBER EXCLUDED? E.L. DISEASE - EAEMPLOYEE[ $1, 000,000
it yes, describe under — ——
CIAL PROVISIONS betow, E.L. OISEASE - POLICYLIMIT [ §1,000,000

I OTHER
|

L L

DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES / EXCLUSIONS ADDED BY ENDORSEMENT / SPECIAL PROVISIONS
Weyerhaeuser Company is included as an additional insured (except as respects the Workers' Compensation policy)
as required by written contract, but only for liability arising out of the operations of the named insured.

CERTIFICATE HOLDER

CANCELLATION

!

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE THE EXPIRATIO
DATE THEREOF, THE ISSUING INSURER WILL ENDEAVOR YO MAIL _30__ DAYS WRITTE!
NOTICE TO THE CERTIFICATE HOLDER NAMED TO THE LEFT, BUT FAILURE TO DO SO SHAL
. IMPOSE NO OBLIGATION OR LIABILITY OF ANY KIND UPON THE INSURER, ITS AGENTS O1
REPRESENTATIVES.
AUTHORIZED REPRESENTATIVE { ﬁ(‘,”/ N
7

ACNRN 28 {20AN1INRY EGALLEGOS

@ ACNRN CORPNARATINN 1af
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AXIS Onshore, LP

P. O. Box 507
Vidaha, Lowmsiana 71373
February 19, 2009 Office: 318-336-988 |

Fax: 318-336-5167

Pryme Qil and Gas, Inc.
494 Bouldercrest Dr.
Marietta, GA 30064

Attn: Ryan Messer

RE: Axis Onshore, LP
10 Wilcox Well Program

Dear Ryan,
Enclosed please find the following concerning the above references Program:

1. Two (2) originals of the Exploration Agreement.

2. The Joint Operating Agreement covering all wells drilled under this Program, along
with extra signature and acknowledgment pages.

3. An original and one (1) copy of the AFEs covering the estimated cost of the drilling of
the first three (3) wells of our program.

4. An invoice for Pryme’s lease cost and Dry Hole cost for the first three (3) wells.

Please have one (1) original of the Exploration Agreement, the extra signature page of the JOA
and the original AFEs executed on behalf of Pryme Oil and Gas, Inc. and return them to me.

We will forward the amended Exhibit “A” to the JOA and AFEs for the next successive three (3)
wells to be drilled under this agreement before spudding of the 4™ well.

If you need any additional information. please give me a call.
Sincerely yours,
AXIS ONSHORE, LP

il

District Land Manager
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AXIS Onshore, LP

P. O. Box 507
Vidalia, Louisiana 71373
Office: 318-336-9881
Fax: 318-336-5167

TO:  Pryme Oil and Gas, Inc. DATE: 2/4/2009
1001 Texas Ave, Suite 1400 INVOICE NO.: 2-09-3001
Houston, TX 77002

TO INVOICE YOU FOR YOUR SHARE OF LEASE COST AND ESTIMATED DRILLING COST
TO CASING POINT FOR THE FOLLOWING PROSPECTS:

COPPER RIVER PROSPECT (WEYERHAEUSER 23-5 #1)

YOUR
100% COSTS 25% SHARE
LEASE COSTS $ 7,997.75 $ 1,999.44
ESTIMATED COST TO C.P. 165,450.00 41,362.50
$  43,361.94
SANDY CREEK PROSPECT (WEYERHAEUSER 8-14 #1)
YOUR
100% COSTS 25% SHARE
LEASE COSTS S 7,993.00 $ 1,998.25
ESTIMATED COST TO C.P. 171,500.00 42,875.00
$  44,873.25
SUNNYSIDE PROSPECT (HALL #1)
YOUR
100% COSTS 25% SHARE
LEASE COSTS $  39,042.70 $ 9,760.68
ESTIMATED COST TO C.P. 254,600.00 63,650.00
$  73,410.68

TOTAL INVOICE $ 161,645.86
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AXIS Onshore, LP

P. O. Box 507
Vidalia, Louisiana 71373
Office: 318-336-9881
Fax: 318-336-5167

February 4, 2009

Pryme Qil and Gas, Inc.
494 Bouldercrest Drive
Marietta, GA 30064

Attn: Mr. Ryan Messer

RE: Exploration Agreement
Area of Mutual Interest

Copper River Prospect, Sandy Creek Prospect, Winn Parish, Louisiana

North Natchez Prospect, Adams County, Mississippi

Sunnyside Prospect, Jefferson County, Mississippi

NE Point Breeze Prospect, West Lismore Landing Prospect, Concordia Parish,
Louisiana

Wallace Lake Prospect, North Larto Lake Prospect, West Larto Lake Prospect, Larto
Lake Prospect, Catahoula Parish, Louisiana

When executed by you in the manner provided below, this Exploration Agreement
(“Agreement”) will evidence an agreement between AXIS Onshore, LP (hereinafter referred to
as "AXIS”) and Pryme QOil and Gas, Inc. (hereinafter referred to as Pryme or “Participant”)
covering the above referenced Area of Mutual Interest (“AMI”). The terms of this Agreement are
as follows:

I. EXHIBITS

The following exhibits are attached hereto and made a part of this Agreement:

A. Exhibit A to Exploration Agreement

Copy of the Authority for Expenditures (AFE) dated February 4, 2009

B. Exhibit B to Exploration Agreement

AAPL 610-1989 Model Form Operating Agreement dated February 4, 2009 (JOA)
with Exhibits by and between AXIS Onshore, LP (sometimes hereinafter referred to
as “Operator”) and the parties who are identified therein as Non-Operators
(sometimes hereinafter referred to as “Participants”). The JOA shall cover all
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operations conducted pursuant to this Agreement; provided, however, in the event of
any conflict or inconsistency between any of the terms of the JOA and this
Agreement, this Agreement shall prevail.

C. Exhibit A-1to JOA

Plat depicting the Area of Mutual Interest ("“AMI”) for the above referenced prospects
and AXIS' lease position in the Prospects.

D. Exhibit A-5 to JOA

Lease Schedule containing description of Oil, Gas and Mineral Leases (the “Leases”)

owned by AXIS Onshore, LP as of February 4, 2009 covering lands located within
the AMI.

AGREEMENT TO CONVEY INTEREST IN LEASES

A. For and in consideration of the receipt of $13,758.36, by AXIS from Pryme, and
subject to the terms, provisions and conditions herein contained, AXIS agrees,
within thirty (30) days of a written request by Pryme and only after the initial well
has been drilled, to assign to Pryme 18.75% of 8/8ths interest in an to the Leases
purchased in the above named prospects. It is understood that the above
payment represents lease costs for the first three (3) Prospects to be drilled
under this agreement. Upon request by AXIS, and prior to the spudding of the
fourth (4") Test Well, Pryme will pay its estimated cost of leases for the next
three (3) Prospects to be drilled under this Agreement. Said payment shall be
due and payable upon receipt of Pryme of an invoice evidencing said payment is
due.

assighed-will-be-100%less-thedease-burden. See Am

hecets,

C. Exhibit A-5 to the JOA list the respective Net Revenue Interests in the Leases
after the deduction of the royalty burdens set forth in Section Il (B) of this
Agreement.

D. Any additional leases acquired after February 4, 2009 shall be subject to Article
XVI (G) "Area of Mutual Interest” of the JOA attached hereto as Exhibit “B” and
billable to participants in accordance with the terms set forth in said Article XVI
(G) of the JOA, i.e. actual cost. Any additional leases shall also be subject to
Article 1l (B) of this Exploration Agreement.

AXIS ONSHORE, LP AS TRUSTEE OR AGENT

Article XVI, Section Q of the JOA attached hereto as Exhibit “B” states that parties
owning less than 5% of 8/8ths interest must appoint a single Trustee or Agent to
receive notices, approve expenditures, etc. on their behalf. Therefore, participants
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who own less than 5% of 8/8ths interest, hereby appoint AXIS their Trustee or Agent.
AXIS shall use its best efforts to keep all participants advised and will handle matters
for and on behalf of Participant. However, any Participant who owns less than 5% of
8/8ths may be able to appoint another Trustee or Agent by giving written notice to
AXIS.

TEST WELLS

A

Pryme agrees to participate in the drilling of the Test Wells. “Test Wells” means
the first well that is proposed and drilled in each AMI. The Test Wells shall be
drilled to a depth sufficient to evaluate the prospective zones of the Wilcox
Formation as more fully defined in the drilling prospectus previously provided.

The Test Wells shall be drilled by a reputable Drilling Contractor. A copy of the
Drilling Contract will be furnished to Participant upon request.

If it is determined by the Operator that any of the “Test Wells” shall be deepened
below the “Contract Depth" to evaluate zones below the Wilcox Formation for
future development, participants shall be notified and presented with an AFE
(estimated cost to deepen). Participants will then be provided twenty-four (24)
hours, if there is a rig on location, to make an election. In the event Participant
elects NOT to participate in the deepening operations, said Participant shall
forfeit any and all right, title and interest in and to said deeper prospect.

SUBSTITUTE TEST WELL

A

If the Test Well is abandoned prior to reaching Contract Depth due to heaving
shale, salt water flow, rock salt, dome formation, lost circulation, impenetrable
formation, mechanical difficulty or other conditions rendering further drilling
impractical, any party who participated in drilling the Test Well shall have the
option, but not the obligation, to propose and drill a substitute well (hereinafter
referred to a “Substitute Test Well"). The parties who participate in drilling the
Test Well shall have to right to participate in drilling the Substitute Test Well by
following the same procedure and the same elections set forth in Section VI of
this Agreement for the Test Well.

COST OF THE TEST WELL

A.

The cost to Pryme for all operations necessary to drill the Test Well and any
Substitute Test Well to Contract Depth, conduct all open hole evaluation
procedures (plug and abandon the Test Well and restore the drill site if no
completion is attempted) shall be based upon an interest of 25% of 8/8ths of the
actual costs, in addition to the applicable overhead rate per the COPAS
provisions of the JOA (attached as Exhibit “B” to this Exploration Agreement).
Pryme’s proportionate share of the estimated cost to drill the Test Well (inclusive
of the promote) is $147,887.50 and shall be due and payable contemporaneously
with the execution of this Agreement. This payment shall cover the first three (3)
Test Wells to be drilled under this Agreement. Upon request by AXIS, and prior
to the spudding of the fourth (4™) Test Well, Pryme will pay its estimated cost of
drilling to casing point of the next three (3) successive Test Wells to be drilled
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under this Agreement. Said payment shall be due and payable upon receipt of
Pryme of an invoice evidencing said payment is due.

B. A copy of the Authority of Expenditure (AFE) for the drilling of the test well is
attached as Exhibit “A” to this Exploration Agreement. Said AFE denotes actual
estimated cost, nonpromoted. Per VI (C) below, Participant acknowledges that
there is a 25% promote which provides that AXIS Onshore, LP (AXIS), or it's
designee, is carried for 25% of 8/8ths of the costs of drilling, completing and
producing the Test Well or any Substitute Test Well, until payout, at which time
Pryme’s interest will decrease from 25% to 18.75%.

C. The cost to Pryme for completing and equipping the Test Well and any Substitute
Test Well shall be 25% of 8/8ths of the actual costs plus the applicable overhead
rate per the COPAS provisions of the JOA attached as Exhibit “B” to this
Exploration Agreement.

PARTICIPATION BY OTHER PARTIES

In the event that there are any persons who are not parties to the JOA who own
working interest in the drilling unit for the Test Well and who choose to participate for
a proportionate share of the drilling and completion costs, the cost and working
interest to Pryme of drilling or completing the Test Well shall be proportionately
reduced to reflect the actual interest of Pryme. The overriding royalty interest to AXIS
shall also be proportionately reduced insofar as it affects the interest of Pryme. This
shall also hold true for any subsequent wells drilled within the AMI.

COST OF SUBSEQUENT/DEVELOPMENT WELLS

For any well(s) drilled after the drilling of the Test Well and any Substitute Test Well
within the AMI areas in which Pryme participates, Pryme’s share of costs shall be
18.75% of 8/8ths of the actual costs (i.e. no promote) subject to the terms of the JOA
and shall be subject to those certain reservations as found in Section Il and Section
V.

OPERATING AGREEMENT

Simultaneously with the execution of this Agreement, Operator and Participants shall
execute the Joint Operating Agreement (JOA) with Exhibits A through G, attached
hereto as Exhibit “B", which is applicable to all operations hereunder. AXIS shall be
designated as Operator in said JOA. In the event of a conflict between the terms and
provisions of this Agreement and the JOA, this Agreement shall prevail.

INFORMATION TO BE FURNISHED

Operator shall notify Participants when actual drilling of a Test Well is commenced
and shall, upon request, furnish Participants with copies of all regulatory permits for
both the Louisiana Office of Conservation & Mississippi State Oil and Gas Board.
During the drilling of any of the Test Well, Participants’ duly authorized
representatives shall have access, at their own risk, at all times to the derrick floor
and shall be given any available information requested regarding the well, including
daily drilling reports, Monday through Friday, and sufficient notice pursuant to the
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JOA of all tests or the running of a log in order for Participants to have
representatives present, if so desired.

INSURANCE

At all times while conducting operations under this Agreement, Operator shall carry
or cause to be carried for the benefit account of the Participants (who elect to be
covered and who pay their prorata share of the insurance costs), insurance coverage
as provided for on Exhibit “D” to the JOA.

AREA OF MUTUAL INTEREST

The provisions of the JOA relating to all the AMIs shall apply and are herein
incorporated by reference.

PROVISION CONCERNING TAXATION

The provisions of the JOA related to taxation and liability of parties shall apply and
are herein incorporated by reference and nothing in this agreement or in any of the
exhibits attached hereto is intended to create or shall it be deemed to create a joint
venture or a mining or other partnership of any kind, or to provide for or create any
joint liability.

NOTICES

All notices, proposals, reports and other communication given under this Agreement
shall be sent to the parties at the following addresses:

Pryme Oil and Gas, Inc. AXIS Onshore, LP
494 Bouldercrest Drive 405 Texas Street
Marietta, GA 30064 Vidalia, LA 71373
832-478-8607 Office 318-336-9881 Office
832-201-0936 Fax 318-336-5167 Fax

and to such other addressees as the parties may designate in writing, notices, etc.
may be sent by mail, fax or expedited delivery service. Any notice, etc. shall be
deemed to be received by the addressee on the day after it is actually sent.

ASSIGNMENTS

The form of assignment(s) shall be mutually agreed upon, and AXIS shall be
responsible for all filing and recordation and the obtaining of all necessary approvals
and/or consents to the assignment(s).

HEIRS, SUCCESSORS, AND ASSIGNS

Any assignment or transfer of an interest under this Agreement shall be expressly
made subject to this Agreement and the JOA. In any such assignment, the assigning
party shall furnish its assignee with a copy of this Agreement and all exhibits
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attached thereto, and the assignee(s) shall agree to assume and be bound by the
terms and provisions hereof.

XVIl. CONTROLLING LAW
This Agreement and the parties’ rights and obligations under it shall be governed by
the Laws of the State of Louisiana.

XVill. EFFECT OF PARAGRAPH HEADINGS
The headings of the paragraphs herein have been used for convenience only and
shall not be used in construing the provisions of this Agreement.

XIX. EFFECTIVE DATE
This Agreement shall be effective for all purposes as of February 4, 2009, regardless
of the date of its actual execution.

XX. ACCEPTANCE
This Agreement shall not be binding upon AXIS until Pryme shall indicate its
acceptance of the terms and provisions herein contained by executing in the space
provided below and returning one (1) copy of this Agreement along with the Joint
Operating Agreement (JOA) to AXIS Onshore, LP’s office, along with a check
covering the consideration described in Section Il hereof, on or before February 4,
2009. This Agreement may be executed in multiple counterparts, all of which taken
together shall constitute one (1) Agreement.

Sincerely,

AXIS ONSHORE, LP

o I () o

Jamés P.Ryan |
President

Y —
AGREED TO AND ACCEPTED THIS /5 DAY OF /’éfSZbLA»n..‘j , 2009.

PRYME OIL AND GAS, INC.

By:

Ryan Messer




Case 10-33569-sgj11 Claim 51-1 Part 4 Filed 07/27/10 Desc ExhibitB Page 9
of 14

AXIS Onshore, LP

P. O. Box 507
Vidalia, Louisiana 71373
Office: 318-336-9881
Fax: 318-336-5167

February 4, 2009

Pryme Oil and Gas, Inc.
494 Bouldercrest Drive
Marietta, GA 30064

Attn: Mr. Ryan Messer

RE: Exploration Agreement
Area of Mutual Interest

Copper River Prospect, Sandy Creek Prospect, Winn Parish, Louisiana

North Natchez Prospect, Adams County, Mississippi

Sunnyside Prospect, Jefferson County, Mississippi

NE Point Breeze Prospect, West Lismore Landing Prospect, Concordia Parish,
Louisiana

Wallace Lake Prospect, North Larto Lake Prospect, West Larto Lake Prospect, Larto
Lake Prospect, Catahoula Parish, Louisiana

When executed by you in the manner provided below, this Exploration Agreement
(“Agreement”) will evidence an agreement between AXIS Onshore, LP (hereinafter referred to
as "AXIS") and Pryme Oil and Gas, Inc. (hereinafter referred to as Pryme or “Participant”)
covering the above referenced Area of Mutual Interest (“AMI”). The terms of this Agreement are
as follows:

l. EXHIBITS
The following exhibits are attached hereto and made a part of this Agreement:

A. Exhibit A to Exploration Agreement

Copy of the Authority for Expenditures (AFE) dated February 4, 2009

B. Exhibit B to Exploration Agreement

AAPL 610-1989 Model Form Operating Agreement dated February 4, 2009 (JOA)
with Exhibits by and between AXIS Onshore, LP (sometimes hereinafter referred to
as “Operator”) and the parties who are identified therein as Non-Operators
(sometimes hereinafter referred to as “Participants”). The JOA shall cover all
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operations conducted pursuant to this Agreement; provided, however, in the event of
any conflict or inconsistency between any of the terms of the JOA and this
Agreement, this Agreement shall prevail.

C. Exhibit A-1 to JOA

Plat depicting the Area of Mutual Interest (“AMI") for the above referenced prospects
and AXIS’ lease position in the Prospects.

D. Exhibit A-5 to JOA

Lease Schedule containing description of Qil, Gas and Mineral Leases (the “Leases”)
owned by AXIS Onshore, LP as of February 4, 2009 covering lands located within
the AML.

AGREEMENT TO CONVEY INTEREST IN LEASES

A. For and in consideration of the receipt of $13,758.36, by AXIS from Pryme, and
subject to the terms, provisions and conditions herein contained, AXIS agrees,
within thirty (30) days of a written request by Pryme and only after the initial well
has been drilled, to assign to Pryme 18.75% of 8/8ths interest in an to the Leases
purchased in the above named prospects. It is understood that the above
payment represents lease costs for the first three (3) Prospects to be drilled
under this agreement. Upon request by AXIS, and prior to the spudding of the
fourth (4"™) Test Well, Pryme will pay its estimated cost of leases for the next
three (3) Prospects to be drilled under this Agreement. Said payment shall be
due and payable upon receipt of Pryme of an invoice evidencing said payment is
due.

B. AXIS shall deliver to Participant an assignment of an undivided 18.75% interest
in and to leases purchased in each of the prospects covered hereby. The oil, gas
and mineral leases and interest to be assigned shall provide and AXIS agrees to
deliver a seventy-five percent (75%) net revenue interest lease. In the event the
leasehold burdens are equal to or greater than 25%, the net revenue interest
assigned will be 100% less the lease burden. :

C. Exhibit A-5 to the JOA list the respective Net Revenue Interests in the Leases
after the deduction of the royalty burdens set forth in Section Il (B) of this
Agreement.

D. Any additional leases acquired after February 4, 2009 shall be subject to Article
XVI (G) “Area of Mutual Interest” of the JOA attached hereto as Exhibit “B” and
billable to participants in accordance with the terms set forth in said Article XVI
(G) of the JOA, i.e. actual cost. Any additional leases shall also be subject to
Article Il (B) of this Exploration Agreement.

AXIS ONSHORE, LP AS TRUSTEE OR AGENT

Article XVI, Section Q of the JOA attached hereto as Exhibit “B” states that parties
owning less than 5% of 8/8ths interest must appoint a single Trustee or Agent to
receive notices, approve expenditures, etc. on their behalf. Therefore, participants
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who own less than 5% of 8/8ths interest, hereby appoint AXIS their Trustee or Agent.
AXIS shall use its best efforts to keep all participants advised and will handle matters
for and on behalf of Participant. However, any Participant who owns less than 5% of
8/8ths may be able to appoint another Trustee or Agent by giving written notice to
AXIS.

TEST WELLS

A

Pryme agrees to participate in the drilling of the Test Wells. “Test Wells” means
the first well that is proposed and drilled in each AMI. The Test Wells shall be
drilled to a depth sufficient to evaluate the prospective zones of the Wilcox
Formation as more fully defined in the drilling prospectus previously provided.

The Test Wells shall be drilled by a reputable Drilling Contractor. A copy of the
Drilling Contract will be furnished to Participant upon request.

. If it is determined by the Operator that any of the “Test Wells” shall be deepened

below the “Contract Depth” to evaluate zones below the Wilcox Formation for
future development, participants shall be notified and presented with an AFE
(estimated cost to deepen). Participants will then be provided twenty-four (24)
hours, if there is a rig on location, to make an election. In the event Participant
elects NOT to participate in the deepening operations, said Participant shall
forfeit any and all right, title and interest in and to said deeper prospect.

SUBSTITUTE TEST WELL

A.

If the Test Well is abandoned prior to reaching Contract Depth due to heaving
shale, salt water flow, rock salt, dome formation, lost circulation, impenetrable
formation, mechanical difficulty or other conditions rendering further drilling
impractical, any party who participated in drilling the Test Well shall have the
option, but not the obligation, to propose and drill a substitute well (hereinafter
referred to a “Substitute Test Well”). The parties who participate in drilling the
Test Well shall have to right to participate in drilling the Substitute Test Well by
following the same procedure and the same elections set forth in Section VI of
this Agreement for the Test Well.

COST OF THE TEST WELL

A.

The cost to Pryme for all operations necessary to drill the Test Well and any
Substitute Test Well to Contract Depth, conduct all open hole evaluation
procedures (plug and abandon the Test Well and restore the drill site if no
completion is attempted) shail be based upon an interest of 25% of 8/8ths of the
actual costs, in addition to the applicable overhead rate per the COPAS
provisions of the JOA (attached as Exhibit “B” to this Exploration Agreement).
Pryme’s proportionate share of the estimated cost to drill the Test Well (inclusive
of the promote) is $147,887.50 and shall be due and payable contemporaneously
with the execution of this Agreement. This payment shall cover the first three (3)
Test Wells to be drilled under this Agreement. Upon request by AXIS, and prior
to the spudding of the fourth (4"™) Test Well, Pryme will pay its estimated cost of
drilling to casing point of the next three (3) successive Test Wells to be drilled
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under this Agreement. Said payment shall be due and payable upon receipt of
Pryme of an invoice evidencing said payment is due.

B. A copy of the Authority of Expenditure (AFE) for the drilling of the test well is
attached as Exhibit “A” to this Exploration Agreement. Said AFE denotes actual
estimated cost, nonpromoted. Per VI (C) below, Participant acknowledges that
there is a 25% promote which provides that AXIS Onshore, LP (AXIS), or it's
designee, is carried for 25% of 8/8ths of the costs of drilling, completing and
producing the Test Well or any Substitute Test Well, until payout, at which time
Pryme'’s interest will decrease from 25% to 18.75%.

C. The cost to Pryme for completing and equipping the Test Well and any Substitute
Test Well shall be 25% of 8/8ths of the actual costs plus the applicable overhead
rate per the COPAS provisions of the JOA attached as Exhibit “B” to this
Exploration Agreement.

PARTICIPATION BY OTHER PARTIES

In the event that there are any persons who are not parties to the JOA who own
working interest in the drilling unit for the Test Well and who choose to participate for
a proportionate share of the drilling and completion costs, the cost and working
interest to Pryme of drilling or completing the Test Well shall be proportionately
reduced to reflect the actual interest of Pryme. The overriding royalty interest to AXIS
shall also be proportionately reduced insofar as it affects the interest of Pryme. This
shall also hold true for any subsequent wells drilled within the AML.

COST OF SUBSEQUENT/DEVELOPMENT WELLS

For any well(s) drilled after the drilling of the Test Well and any Substitute Test Well
within the AMI areas in which Pryme participates, Pryme’s share of costs shall be
18.75% of 8/8ths of the actual costs (i.e. no promote) subject to the terms of the JOA
and shall be subject to those certain reservations as found in Section Il and Section
V.

OPERATING AGREEMENT

Simultaneously with the execution of this Agreement, Operator and Participants shall
execute the Joint Operating Agreement (JOA) with Exhibits A through G, attached
hereto as Exhibit “B”, which is applicable to all operations hereunder. AXIS shall be
designated as Operator in said JOA. In the event of a conflict between the terms and
provisions of this Agreement and the JOA, this Agreement shall prevail.

INFORMATION TO BE FURNISHED

Operator shall notify Participants when actual drilling of a Test Well is commenced
and shall, upon request, furnish Participants with copies of all regulatory permits for
both the Louisiana Office of Conservation & Mississippi State Oil and Gas Board.
During the drilling of any of the Test Well, Participants’ duly authorized
representatives shall have access, at their own risk, at all times to the derrick floor
and shall be given any available information requested regarding the well, including
daily drilling reports, Monday through Friday, and sufficient notice pursuant to the



Case 10-33569-sgj11 Claim 51-1 Part 4 Filed 07/27/10 Desc ExhibitB Page 13

XI.

XIl.

XIll.

XIV.

XV.

XVI.

of 14

JOA of all tests or the running of a log in order for Participants to have
representatives present, if so desired.

INSURANCE

At all times while conducting operations under this Agreement, Operator shall carry
or cause to be carried for the benefit account of the Participants (who elect to be
covered and who pay their prorata share of the insurance costs), insurance coverage
as provided for on Exhibit “D” to the JOA.

AREA OF MUTUAL INTEREST

The provisions of the JOA relating to all the AMIs shall apply and are herein
incorporated by reference.

PROVISION CONCERNING TAXATION

The provisions of the JOA related to taxation and liability of parties shall apply and
are herein incorporated by reference and nothing in this agreement or in any of the
exhibits attached hereto is intended to create or shall it be deemed to create a joint
venture or a mining or other partnership of any kind, or to provide for or create any
joint liability.

NOTICES

All notices, proposals, reports and other communication given under this Agreement
shall be sent to the parties at the following addresses:

Pryme Oil and Gas, Inc. AXIS Onshore, LP
494 Bouldercrest Drive 405 Texas Street
Marietta, GA 30064 Vidalia, LA 71373
832-478-8607 Office 318-336-9881 Office
832-201-0936 Fax 318-336-5167 Fax

and to such other addressees as the parties may designate in writing, notices, etc.
may be sent by mail, fax or expedited delivery service. Any notice, etc. shall be
deemed to be received by the addressee on the day after it is actually sent.

ASSIGNMENTS

The form of assignment(s) shall be mutually agreed upon, and AXIS shall be
responsible for all filing and recordation and the obtaining of all necessary approvals
and/or consents to the assignment(s).

HEIRS, SUCCESSORS, AND ASSIGNS

Any assignment or transfer of an interest under this Agreement shall be expressly
made subject to this Agreement and the JOA. In any such assignment, the assigning
party shall furnish its assignee with a copy of this Agreement and all exhibits
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attached thereto, and the assignee(s) shall agree to assume and be bound by the
terms and provisions hereof.

XVIl. CONTROLLING LAW
This Agreement and the parties’ rights and obligations under it shall be governed by
the Laws of the State of Louisiana.

XVIil. EFFECT OF PARAGRAPH HEADINGS
The headings of the paragraphs herein have been used for convenience only and
shall not be used in construing the provisions of this Agreement.

XIX. EFFECTIVE DATE
This Agreement shall be effective for all purposes as of February 4, 2009, regardless
of the date of its actual execution.

XX. ACCEPTANCE
This Agreement shall not be binding upon AXIS until Pryme shall indicate its
acceptance of the terms and provisions herein contained by executing in the space
provided below and returning one (1) copy of this Agreement along with the Joint
Operating Agreement (JOA) to AXIS Onshore, LP’s office, along with a check
covering the consideration described in Section Il hereof, on or before February 4,
2009. This Agreement may be executed in multiple counterparts, all of which taken
together shall constitute one (1) Agreement.

Sincerely,

AXIS ONSHORE LP

7—«* &J J\ =

Jamés P. Ryan
President

s

/™

AGREED TO AND ACCEPTED THIS _’Z___ DAY OF /// LA ”7,” , 2009.

f
b

PRYME OIL AND GAS, INC.

By:

Ryan Messer
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AXIS Onshore, LP

P. O. Box 507
Vidalia, Louisiana 71373
Office: 318-336-9881
Fax: 318-336-5167
March 9, 2009

Pryme Oil and Gas, Inc.
494 Bouldercrest Dr.
Marietta, GA 30064

Attn: Ryan Messer

RE:  Exploration Agreement
Dated February 4, 2009
Amendment #1

Dear Ryan,

Please be advised that AXIS would like to amend the above referenced agreement insofar as it
pertains to the net revenue interest to be assigned. The amendment is as follows:

Paragraph Il, B. shall be amended to read as follows:

B. AXIS shall deliver to Participant an assignment of an undivided 18.75% interest
in and to leases purchased in each of the prospects covered hereby. The net
revenue interest assigned shall be 100% less the lease royalty burden and less
any overriding royalty interest which AXIS has obligated in order to secure the
lease(s) covering said prospects. AXIS shall not create or reserve any additional
overriding royalty interest on leases assigned.

Please indicate your approval of the above amendment by executing one (1) copy of this letter
and return it to me.

Thank you for your cooperation
Sincerely yours,

IS ONSHORE, LP

immy gent
Districtl.and Manager

~¢}M§Z% !ﬂ/ -
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AGREED TO AND ACCEPTED

PRYME OIL AND GAS, INC.
\

BY:
Ryar Messer
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December 17, 2009

Pryme Oil & Gas, Inc.
494 Bouldercrest Drive
Marietta, GA 30064

Attn:  Mr. T. Ryan Messer

RE: AFE for Completion
Crosby 16-4 No. 2
Wilkinson County, Mississippi

The above referenced well was spudded on or about December 3, 2009. Total Depth was
reached late on December 10, 2008, and the electric log and cores were retrieved on December
11, 2009. After careful evaluation of the log and cores, the decision was made to run production
casing in an attempt to complete the well as a producer.

Attached hereto is an Authority for Expenditures (AFE), reflecting your prorata share (25.0%) of
the estimated completion costs.

Please indicate below whether or not you elect to participate in the completion of the well.

Should you elect to participate in the completion of the well, please sign and return one copy of
the AFE, and one copy of this agreement reflecting your election to participate, along with your
check in the amount of $61,675.00.

Should you elect not to participate in the completion of the well, please sign and return one copy
of this agreement reflecting your election not to participate. You will be bound by the terms and
conditions of the Joint Operating Agreement (JOA) for Kelly Hill Prospect, dated April 6, 2009,
by and between AXIS Onshore, LP as Operator, and Pryme Oil & Gas, Inc., et al as Non-
Operators.

Should you need any additional information, please do not hesitate to contact me.
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Sincerely,
AXIS ONSHORE, LP

By:

Scott O'Neal
COO

\_A_ I/IWE ELECT TO PARTICIPATE

I'WE ELECT NOT TO PARTICIPATE

Pryme Oil and Gas, Inc.
\

/M/,»M, 7, A/

N Messer —
/ {/(/\
Date: o S —
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AXIS Onshore, LP

P. O. Box 507
Vidalia, Louisiana 71373

Office: 318-336-9881
October 20, 2009 Fax: 318-336-5167

Pryme Oil and Gas, Inc.
494 Bouldercrest Dr.
Marietta, GA 30064

Attn: Ryan Messer

RE: Jack Allen #7
LaSalle Parish, Louisiana

Dear Ryan,

Reference is made to the above well which Pryme Qil and Gas, Inc. (Pryme) is to participate.
Pryme's participation in the drilling of this well is subject to the following terms and conditions:

1. Pryme Oil and Gas, Inc. will participate with a 28.57142% working interest.

2. Pryme’s interest will be subject to that certain unrecorded Farmout Agreement dated
October 20, 2009 by and between TriDimension Energy, LP/AXIS Onshore, LP
(TRID/Axis), as Farmor and Telluride Exploration, LLC, as Farmee.

3. As per the terms of said Farmout Agreement, TRID/AXIS will deliver a 75% net revenue
interest Farmout to Telluride. TRID/AXIS will have a 12.50% “carried” working interest to
Casing Point. At Casing Point, should TRID/AXIS elect to participate in the completion of
the Jack Allen #7, Pryme’s interest will be reduced to 25.00%.

4. Said well will be drilled, completed and operated under the terms and conditions of that
certain Joint Operating Agreement dated February 4, 2009 designating AXIS Onshore,
LP, as Operator, and North Larto Lake of lowa, LLC, as Non-Operator.

Upon execution of this Letter Agreement, Pryme Oil and Gas, Inc., hereby ratifies, adopts and
confirms the term and conditions of the February 4, 2008, Joint Operating Agreement,
designating AXIS Onshore, LP, as Operator and agrees to be bound by the terms and
conditions thereof,

Should the above be acceptable, please indicate so by executing one (1) original of this letter
and returning it to me. ’
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Thank you for your cooperation.
Sincerely yours,

TRIDIMENSION ENERGY, LP
AXIS ONSHORE, LP

immy Mugent
District Manager

AGREED TO AND ACCEPTED.

PRYME OIL AND GAS, INC.

BY: QA

R¥af Messer
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AXIS Onshore, LP

P. O. Box 507
Vidalia. Louisiana 71373
Office: 318-336-9881
FFax: 318-336-5167

April 30, 2009

Pryme Oil and Gas, Inc.
494 Bouldercrest Dr.
Marietta, GA 30064

Attn: Ryan Messer

RE: Participation Agreement
Kelly Hill Prospect
Wilkinson County, Mississippi

When executed by you, it will evidence an agreement whereby Pryme Oil and Gas, Inc.
(PRYME) agrees to participate in the referenced prospect owned by TriDimension Energy, LP
and operated by AXIS Onshore, LP (AXIS). The terms of this agreement are as follows:

I On or before May 17, 2009, AXIS shall drill a well (the initial well) in the above
Prospect at a location of its choosing in Section 16, T4N-R1W. Said well shall be
drilled to a depth sufficient to test the Wilcox Formation.

1. Pryme agrees to participate in the drilling of the initial well in the above Prospect with
a 25% working interest.

. Kelly Hill Prospect shall be described as:

T4N-R1W

Section 4: S/2 SW/4
Section 6: SE/4 SE/4
Section 15: NE/4 NE/4
Section 16: NW/4 NW/4

\A AXIS has secured an agreement with Griffin and Griffin Exploration, Inc. (G&G), the
leaseholder of the location of the initial well, whereby G&G will contribute the oil, gas
and mineral lease for a 12.50% carried interest until casing point of the initial well
drilled.

V. Pryme hereby agrees to pay 25% of the cost of drilling the initial well to casing point
PLUS its proportionate share of the carried interest of G&G. Pryme's interest to
casing point, of the initial well, to be 28.57143%. Pryme's interest after casing point
of the initia! well will be 25%.
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Pryme’s interest will be 25% in any subsequent wells drilled in Kelly Hill Prospect.

For the leasehold interests included in the Kelly Hill Prospect, heretofore or
subsequently acquired by AXIS, Pryme shall pay to AXIS 25% of the actual cost
incurred by AXIS in securing the leasehold interests.

Upon receipt of an Assignment of Oil and Gas Lease, AXIS will assign to Pryme an
undivided 25% interest in and to lease(s) covering land within the referenced
Prospect. The net revenue interest (NRI) assigned will be the same as received by
AXIS.

Simultaneously with the execution of this agreement the parties hereto shall execute
a Joint Operating Agreement, with attachments, which shall govern and control all
operations to be conducted by the parties within the referenced Prospect.

This Participation Agreement shall cover those zones and horizons lying from the
surface of the Earth to the Base of the Wilcox Formation.

Should you need any additional information, please do not hesitate to contact me.

Sincerely yours,

AXIS ONSHORE, LP

{.gn‘/nzz' L%((/ﬂ/i'

Jimmy

ugent

District Land Manager

AGREED TO AND ACCEPTED

PRYME OIL AND GAS, INC.

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

MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT
DATED
APRIL27 . 2009 ,

OPERATOR AXIS ONSHORE, LP

CONTRACT AREA KELLY HILL PROSPECT

NON-OPERATOR: GRIFFIN AND GRIFFIN EXPLORATION, LLC, PRYME OIL &
GAS, INC., DRAYCO EXPLORATION, LLC, MOSS LAND SERVICES, LLC, GOLDEN
WEST HOLDINGS, LLC AND VITAL OILWELL SERVICES, LLC.

COUNTY OR PARISH OF _WILKINSON , STATE OF Mississippi

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

A.AP.L.NO.610- 1989
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OPERATING AGREEMENT

THIS AGREEMENT. entered into by and between __AXIS ONSHORE, LP .
hercinatter dcsignated and referred to as "Operator," and the signatory panty or parties other than  Operator, sometimes
hereinafter referred to individually as "Non-Operator,” and collectively as "Non-Operators.”

WITNESSETH:

WHEREAS, the parties 1o this agreement are owners of Oil and Gas Leases and/or Oil and Gas Intercsts in the land
identified in Exhibit "A." and the parties hereto have reached an agrcement to explorc and develop these Leases andor Oil
and Gas Interests for the production of Oil and Gas 10 the extent and as hercinafier provided,

NOW, THEREFORE. il is agreed as follows:

ARTICLE I.
DEFINITIONS

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

A. The term "AFE" shall mcan an Authority for Expenditure prepared by a party to this agrecment for the purposc of
estimating the costs to be incurred in conducting an operation hereunder.

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

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

Interests are described in Exhibit "A.”

D. The ternm "Decpen” 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 the associated AFE, whichever is the
lesscr.

E. The terms “Drilling Party” and "Consenting Party" shall mcan a party who agrees to join in and pay its sharc of the
cost of any operation conducted under the provisions of this agrecment.

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

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

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

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

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

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

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

M. The terms "Qil and Gas Lcase.” "Leasc” and "Leaschold” shall mean the oil and gas lcases or interests therein
covering tracts of land lying within the Contract Area which arc owned by the partics to this agreement.

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

. Completion in a shallower Zone.

O. The term “R pletion” or "R plete” shall mean an operation whereby a Complction in one Zone is abandoned
in order to attempt a Completion in a different Zone within the existing welibore.

P. The term "Rework” shall mean an operation conducted in the wellbore of a well after it is Completed to secure,
restore, or improve production in a Zone which is currently open to production in the wellborc. Such operations include, but
arc not limited to. well stimulation opecrations but exclude any routine repair or maintenance work or drilling, Sidctracking,
Decpening, Completing, R pleting, or Plugging Back of a well.

Q. The term "Sidetrack” shall mean the directional control and intentional deviation of a well from vertical so as to
change the bottom hole location unless done (o straighten the hole or drill around junk in the hole to overcome other
mechanical difficultics.

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

Unless the context otherwise clearly indicates, words used in the singular include the plural, the word “person” includes
nawral and artificial persons, the plural includes the singular, and any gender includes the line, feminine. and ncuter.

ARTICLE .
EXHIBITS
The following exhibits, as indicated below and attached hercto, are incorporated in and made a part hereot:
X A. Exhibit "A." shall include the following information:

(1) Description of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substancces,
(3) Parties to agreement with addresses and telephone numbers for notice purposes,

4) P ges or tractional i of parties to this agreement,
(5) Oil and Gas Leascs and/or Oil and Gas Interests subjcet 10 this agreement,
(6)-Burdens-on-production:
X B. Exhibit "B," Form of Lcase.
X C. Exhibit "C," Accounting Procedure.
X D. Exhibit "D." Insurance.
X. E =% T L LY o Ral H A
- T BAEF
K. Faibit "I‘:' Ay r\; Lond M and-C Hr H £ N, (N 1 FEanilits.
grop
f‘. Exhibit "l"." T j o) i
X H. Other: Memorandum of Operating Agreement
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B o o i ’ :\RTICLEIH.
INTERESTS OF PARTIES

A. Oil and Gas Interests: .
If any party owns an Oil and Gas Interest in the Contract Area, that Intercst shall be treated for all purposes of this

agreement and during the tenn hereof as if it were covered by the form of Oil and Gas Lease atached hercto as Exhibit “B."
and the owner thereof shall be deemed to own both royalty interest in such Icase and the interest of the lessee thercunder.
B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilitics incurred in operations under this agreement shall be bome
and paid. and all cquipment and materials acquircd 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, the partics shall also own all production of Oil and Gas from the
Contract Area subjcct, however, 1o the payment of royalties and other burdens on production as described hereafier.

Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other
burdens may be payable and cxcept as otherwisc expressly provided in this agrcement. each party shall pay or deliver. or
cause 1o be paid or dclivered, all burdens on its share of the production from thc Contract Area up to, but not in excess of.

25% and shall indemnify, defend and hold the other partics free from any liability therefor.
Except as otherwisc expressly provided in this agreement. if any party has contributed hercto any Lcase or Interest which is
burdened with any royally, overriding royalty. production payment or other burden on production in cxcess of the amounts
stipulated above, such party so burdened shall assume and alone bear all such excess obligations and shall indemnify, defend
and hold the other partics hereto harmless from any and afl claims attributable to such excess burden, Howcver, so long as
the Drilling Unit for the productive Zone(s) is identical with the Contract Arca, cach party shall pay or dcliver, or cause to
be paid or delivered, all burdens on production from the Contract Area duc under the tenms of the Oil and Gas Lease(s)
which such party has contribuled to this agreement. and shall indemnify, defend and hold the other panics free from uny

liability therefor.

No party shall ever be responsible. on a price basis higher than the price received by such party, 10 any other party's
Iessor or royalty owner, and if such other panty's lcssor or royalty owner should demand and receive scitlement on a higher
price basis, the party contributing the affected Lease shall bear the additional royalty burden attributable to such higher price.

Nothing contained in this Article 1IL.B. shall be deemed an assi or Cross of intcrests covered hereby,
and in the cvent two or more parties contribute to this agreement jointly owned Leases, the parties' undivided interests in

8

said L holds shall be d d leasehold interests for the purposes of this agreement.

P

C. Subsequently Created Interests:
If any party has contributed hereto a Leasc or Interest that is burdened with an assig of production given as security

for thc payment of moncy, or if, after the date of this agreement, any party creatcs an overriding royalty, production
payment. net profits interest. assignment of production or other burden payable out of production auributablc to its working
interest hereunder, such burden shall bc deemed a “"Subsequently Created Interest.”  Further, if any party has contributed
hereto a Lease or Interest burdened with an ovemriding royalty, production payment, nct profits intcrests, or other burden
payable out of production created prior to the date of this agrcement. and such burden is not shown on Exhibit "A." such
burden alse shall be deemed a Subscquently Created lnterest to the extent such burden causcs the burdens on such party's
Lease or Interest to exceed the amount stipulated in Article 1I1.B. above.

The party whose interest is burdened with the Subscquently Created Interest (the “Burdened Party") shall assume and
alone bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harnless the other
pattics from and against any liubility thercfor. Further, if the Burdened Panty fails to pay, when due, its share of expenses
chargeable hereunder, all provisions of Article VILB. shall be enforceable against the Subsequently Created Interest in the
same manncr as they are enforceable against the working interest of the Burdened Party. If the Burdened Party is required
under this agreement to assign or rclinquish 10 any other pary, or parties, all or a portion of its working intcrest and/or the
production attributable thereto, said other party, or partics, shall reccive said assignment andlor production free and clear of
said Subsequently Created Interest, and the Burdened Party shall indemnify, defend and hold harmless said other panty. or
parties, from any and all claims and demands for payment assertcd by owners of the Subsequently Created Interest.

ARTICLE IV,
TITLES
A. Title Examination:

Title examination shall be made on the Drillsitc of any proposed well prior 10 commencement of drilling operations and,
if a majority in interest of the Drilling Partics so request or Operator so elects, titlc examination shall be made on the entire
Drilling Unit. or maximum anticipated Drilling Unit, of the well. The opinion will include the ownership of the working
interest. minerals, royalty, overriding royalty and production payments under the applicable Leases. Each party contributing
Leases and/or Oil and Gas Intercsts 1o be included in the Drillsite or Drilling Unit, if appropriate, shall fumish to Opcrator
all abstracts (including federa) lease status reports), title opinions, title papers and curative material in its possession frec of
charge.  All such information not in the possession of or made available to Operator by the parties. but necessary for the
examination of the title, shall he obtained by Opcrator. Operator shall cause title to be examined by attomeys on its stafl or
by outside attoneys. Copies of all title opinions shall be fumished to cach Drilling P;r{);n/re«{?ggts; incurred by Operator in
procuring abstracts, fees paid oul:Ldewart:Sngzorfor title ination (including preliminary, suppl I. shut-in royaity
opinions and division order titlc opinions) / and other direct charges as provided in Exhibit "C" shall be bome by the Drilling
Parties in the proportion that the interest of cach Drilling Party bears to the total interest of all Drilling Parties as such
interests appear in Exhibit "A." Operator shall Mﬂ!.'.‘-gé"'/"r’&'ﬁéﬁices rendered by its stafl attormeys or other personnct
in the performance of the above functions.

Each party shall be responsible for sccuring curative matter and pooling d or ag required in
connection with Leases or Oil and Gas Interests contributed by such party. Operator shall be responsible for the preparation
and recording of pooling desi i or declarations and itization agr as well as the conduct of hcarings
before governmental agencies for the sccuring of spacing or pooling orders or any other orders nccessary or appropriate to
the conduct of operations h der. This shall not prevent any party from appearing on its own behalf at such hearings.
Costs incurred by Operator. including fees paid to outside attomeys, which arc associated with hearings before govemmental
agencies. and which costs are necessary and proper for the activities contemplated under this agrcement, shall be direct

charges to the joint account and shall not be covered by the administrative overhcad charges as provided in Exhibit "C."

_2-
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competitive rates _
Operator shall make no charge / l!(;‘rp l:rvYCca rendered by its staff atomeys or other personnel in the perfonmance of the above

functions.

No well shall be drilled on the Contract Arca until after (1) the title to the Drillsite or Drilling Unit. if appropriate. has
been examined as above provided, and (2) the titlc has been approved by the examining attomcy or title has been accepted by
all of the Drilling Parties in such well.

B. Loss or Failure of Title:
Ol d-Gas-Interest 5 Oil-and-Gi Leaace-ba-lost-th 17 'Iu r:MW‘W‘O

J 5
1 Exhibit—"A" i reey dited—with NPT thea. £ a1 " oF Intarest

v ey =3
1 1 i act 16, Lol LO0) final—d il
theluding—H—applicab interest—t h-—-party)-shel—have—nineiy—(90)—days £

4 8 — P s H 1) H £tk (Y failure. hiah 'H A0t ha b ]
faik G ow—H AF 13 H T 4)

H HH o 1his hal 1 H H £ ry 1l HeH Ok AGC
to—-Astiole—VHI-B—and—failing—te—d —his—ag —sh S 3 ARG
Leases-and-Interests-and:

(-a)-'!'he—pawedﬂeé—wnh—eomnb«ﬂng—&he—@ol—md -Gas~Lease-or—interest-affeoted-by—the-title—failure~ £
Leabl it erect—t such Fiav) L by 1 1h 44 k v By hall 1. ‘I‘-"' tatlod ¢ [y
pp party) al 5
PP () H 4, ok H b H ) - H 1 but—th:
Of —the—other—part y—d p oF—-0p 8 s—which—it—nuy—have—previously—paid
" . . ! . F itlefailures
i{h)—Th hall_h. M di £ & J H A—§3 1h, 3 f—ithe
O F T bl L4
3 + N H by he—t { the- i + 3 Exhibit—"A" _chall—be 1sod a8
Lease—or—Interest—which—has—failed—but—t of—the—par oft- \ 2
cAE. g £_th, 41 TR d H 5 14 that—titk failin h d that—the—interast Af :I $ .-.] daa Lw "3
17 T} ¥ d ).‘Lﬂ\ titlafail 1t-th. £ ' a d-in- ﬂ. LCoant Yl A‘ 0a- MJ 0! ¢ bt L | Y g l‘ .IAAA
-———(e)—#—ihe—pfepemom interest-of-the- oehe%es—hemwany-predwmg—weﬂ—pwweu%&ed—m—&m-@emml
o ku £ the_title—fasl th ™1 b bore-th 1. ith. 3l hl
Atea Feason—of - party—who-—ber ¢ +
(7.9 -J. 1 Ini 't hi 06 the- id 1, it h b 1 1h SN ' 1. 't :I QL RE "1
:} tiributable—ih bursed— d + with—such—well
b b t toF ts—pard—oy—H-—Hr
+h hl, to- wh failed-Leaca-op-k 2
{d3-Sh Id 1. TVt ths b Y 1, H 4 4 bhe-th £ an Leaaca-os—lnnterest
4t -y —person a-party—to-4 g b + HeF ¥ £
i N AN 1 £ th 1 £ ' 1, J. i h t chall b id
hich—hes—{ailed—pay Y y—par—oy L L bl Ak v
to-the FH, i whao-bora-th 4, hioh 6. lad
-the-pasty-or-pi
bl Y 4t s 1t u—tar-this £ H 4. M £.0:1 A-Go hiah .
e-Anytiubility-te te-a-person-not-a-pary-to-thisag PHOF teh-or
I\ o itla—fasl rs | hes I by ach. {i Ludi a. o ry a. 1. ). b "
“‘, it t hall 5 Y—oY party—{ £ P ¥ party) —Feeeives
duots £ which--cuch- 3 H irad—haced 13— 13« AROHRE £ V! i M ved d aak- ! vt hall
4 {3 ) Lid o PARY~Y
Hysad, b dafand. Lhald b ') 1l .-ukn- arties-herato-f& Ay h-liabils o
akly s s6-alt P for-any-s lity
N 1Y hall b el Iy th ot £ ) 1 feas lariac . 3 H 3 1h dafs of
(33} rarge-—shitt—be—made—to—the—joint i p it of
the—Leasve- orlnt 1 las. d—t have-—failad-—but—if—th: =t ahaats, h-1 Int 4 _horatn_ alaate 2 defend—its-tid
tHHEF 2 Sty Py iy 108 F—thieresi—herelo =5t
H 1. M N 1h, sth-
#shall-bear-all-exp therewith:-and
Lo} art: Y e TR Exhibit—"A" 4 1 Int. 4 hich—ie-Linitad lal ry T £
Y - VAR LA LAP AN Sl A -3 & Y ) id
bt - - { 1 1l d—th d H T {5 b P=Tey | i T nl Y )
intevest—in—the—weltbor ¥ H he—p! —such—party finterest——the
of-the—-LCeont + A hall. by 1 d--a--Farure—of- T'“L 84 sueh. P Contract—Aren. Jous that. ol VLYY ol
4 4 shall 8d—a-F 540 2

isreflected-on-Exhibit-"A"

2. Loss by Non-Payment or Erronegus Payment of Amount Due: If, through mistake or oversight, any renial, shut-in well
payment, minimum royalty or royally payment, or other paymemt nccessary 1o maintain all or a portion of an Oil and Gas
Lease or interest is not paid or is crroneously paid, and as a result a Lease or Interest terminates, there shall be no monetary
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ARTICLE V.
OPERATOR
A. Designation and Responsibilities of Operator:

AXIS ONSHORE, LP shall be the Operator of the Contract Area, and shall conduct
and direct and have full control of all operations on the Contract Area as permitted and required by, and within the limits of
this agreement. In its performance of scrvices hereunder for the Non-Operators, Operator shall be an independent contractor
not subject to the control or direction of the Non-Operators except as to the type of operation to be undertaken in accordance
with the election procedures contained in this agrcement. Opcrator 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 ils activities under this agreement as a reasonable prudent operator, in a good and workmanlike
manner, with duc diligence and dispatch, in accordance with good oilfield practicc. and in pli with applicable law and
regulation, but in no event shall it have any liability as Opcrator t0 the other parties for losscs sustained or liabilitics incurred

4

except such as may result from gross neglig or willful
B. Resignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving writicn notice thercof to Non-Operators.
If Operator tenninates its legal existence, no longer owns an interest hereunder in the Contract Arca, or is no longer capable of
serving as Operator. Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a
successor. Operator may be removed only for good cause by the affinnative vote of Non-Opcrators owning a majority interest
based on owncrship as shown on Exhibit "A" remaining afler excluding the voting interest of Operator; such vote shall not be
deemed effective until a written notice has been delivered 1o the Operator by a Non-Operator detailing the alleged default and
Operator has failed to cure the default within thity (30) days from its receipt of the notice or, if the default concems an
operation then being conducted, within forty-eight (48) hours of its receipt of the notice. For purposes hercof, "good causc” shall
mean not only gross negligence or willful misconduct but also the material breach of or inability to mect the standards of
operation contained in Article V.A. or material failurc or inability to perform its obligations under this agrecmnent.

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

beidi

y. parent or corporation shall not be the basis for removal of Operator.
2. Selection of Successor Operator; Upon the resignation or removal of Operator under any provision of this agreement, a
successor Operator shall be selected by the parties. The successor Operator shall be selected from the partics owning an

interest in the Contract Area at the time such successor Operator is selected. The successor Opcrator shall be sclected by the
affirmative vote of two (2) or more partics owning a majority intcrest bascd on ownership as shown on Exhibit "A™
provided, however, if an Operator which has been removed or is dcemed to have resigned fails 10 votc or votes only to

d itsclf, the Opcrator shall be sclected by the affirmative votc of the party or partics owning a majority
intcrest based on owncrship as shown on Exhibit "A" rcmaining after excluding the voting interest of the Operator that was
removed or resigned. The former Operator shall promptly deliver to the successor Operator all records and data relating 10
the opcrations conducted by the former Operator to the extent such records and data arc not alrcady in the possession of the
successor operator.  Any cost of obtaining or copying the former Operator's records and data shall be charged to the joint
account.

3. Effect of Bankruptcy: If Operator becomes insolvent, bankrupt or is placed in receivership. it shall be deemed to have
resigned without any action by Non-Operators, except the selection of a successor. If a petition for rclief under the federal
bankruptcy laws is filed by or against Operator, and the removal of Operator is prevented by the federal bankruptcy court, all
Non-Opcrators and Operator shall comprise an interim operating committee 10 serve until Operator has elected 0 reject or
assume this agreement pursuant to the Bankruptcy Code, and an clection to reject this agrcement by Opcrator as a dcbtor in
posscssion. or by a trustee in bankruptcy, shall be dcemed a resignation as Operator without any action by Non-Operators.
except the selection of a successor. During the period of time the operating committce controls operations, all actions shall
require the approval of two (2) or more partics owning a majority intcrest based on owncrship as shown on Exhibit A" In
the cvent therc are only two (2) parties to this agrcement, during the period of time the operating committec controls
operations, a third party acceptable to Operator, Non-Operator and the federal bankruptcy court shall be selected as a
member of the operating commitiee, and all actions shall require the approval of two (2) bers of the
committee without regard for their interest in the Contract Area based on Exhibit "A."

C. Employees and Contractors:

P 2:]

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

D. Rights and Duties of Operator:

1. Competitive Rates and Use of Affiliates; All wells drilled on the Contract Area shall be drilled on a compctitive
contract basis at the usual rates prevailing in the arca. If it so desires, Operator may cmploy its own tools and equipment in
the drilling of wells, but its charges thercfor shall not cxceed the prevailing rates in the area and the rate of such charges
shall be agrced upon by the parties in writing before drilling operations are commenced, and such work shall be perforined by
Operator under the samec tenns and ditions as arc y and usual in the area in contracts of independent contractors
who are doing work of a similar nature. All work performed or materials supplied by affiliates or rclated parties of Operator
shall be performed or supplied at competitive ratcs, pursuant 10 wrilten ag and in d

with 5 and

standards prevaiting in the industry.

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

3. Protection from Liens: Operator shall pay, or cause to be paid, as and when they become duc and payable, all accounts
of contractors and suppliers and wages and salarics for services rendered or perforned. and for materials supplied on, to or in
respect of the Contract Area or any operations for the joint account thercof, and shall keep the Contract Area frec from

-4-
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liens and encumbrances rtesulting 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-Operators any tunds of the Non-Opcrators advanced
or paid to the Operator. cither for the conduct of operations hereunder or as a result of the sale of production from the
Contract Arca, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until
used for their intended purpose or otherwise delivered to the Non-Opcrators or applied toward the payment of debts as
provided in Article VILB.  Nothing in this paragraph shall be construed to establish a fiduciary relationship between Operator
and Non-Operators for any purpose other than to account for Non-Opcrator funds as hercin specifically provided. Nothing in
this paragraph shall require the maintenance by Operator of separate accounts for the funds of Non-Operators unless the
parties otherwisc specifically agree.

5. Access to Contract Arca and Records: Opcrator shall, except as otherwise provided herein, permit cach Non-Operator
Lot i et T e i%p & Non-O *s solc risk and c full and free access at all reasonablc times t
or its duly authorized” representalive, at the Non-Operator's solc 1is 0st, e 0
all operations of every kind and character being conducted for the joint account on the Contract Arca and to the records of
operations conducted thercon or production therefrom, including Operator's books and records rclating thereto.  Such access
rights shall not be exercised in a manner interfering with Operator's conduct of an operation hercunder and shall not obligate
Operator to fumish any geologic or geophysical data of an interpretive  nature, unl'gss the cost of prc‘anraljon of such

. . - . X not in default of its payment obligations
interpretive data was charged to the joint account. Operator will fumish to cach Non-Operator /" upon request copies of any

and all repons and information obtained by Operator in jon with production and related ilems, including, without
limitation, meter and chart reports, production purct run tickets and monthly gauge reponts, but excluding
purchase contracts and pricing information to the extent not applicable to the prod jon of the Non-Operator sccking the
information.  Any audit of Opcrator's records rclating to amounts cxpended and the appropri of such di
shall be conducted in accordance with the audit protocol specified in Exhibit "C."

6. Filing_and Fumishing_Govermnmental Reports; Operator will file, and upon written request promptly furnish copies to

each requesting Non-Operator not in default of its payment obligations, all operational notices, reports or applications
required to be filed by local, State, Federal or Indian agencies or authorities having jurisdiction over operations hereunder.
Each Non-Opcrator shall provide to Operator on a timely basis all information nccessary to Opcrator 10 make such filings.

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

(a) Opcrator will promptly advise Non-Operators of the date on which the well is spudded, er—~lhg!'ld date on which
drilling operations arccolnmc?mel(\liot in default of its payment obl'i’gntions . . .
well (b) Operator will send to T\on-Operator!‘/ such reports, test results and notices regarding the progress of operations on  the
s the NonOpstor shll sty et g ot LT A g o, ST R, and well o

(c) 6pcralor shall adequmely test all Zones 7 encountered w 11'31 may rcgsonugfy be cxpccteé to be capable of producing
Oil and Gas in paying quantitics as a result of cxamination of the clectric log or any other logs or cores or tests conducted
hereunder. . Not in default of its payment obligations ) | X

8. Cost_Estimaics: Upon request of any Consenting Party. /P Operator sh'ﬁ [ijISh estimates of current and cumulative costs
incurred for the joint account at reasonable intervals during the conduct of any operation pursuant to this agrecment.
Operator shall not be held liable for errors in such cstimatcs so tong as the estimates are made in good faith.

9. Insurance; At all times while operations arc conducted hereunder, Operator shall comply with the workers
compensation law of the statc where the operations are being conducted; provided, however, that Operator may be a sclf-
insurer for liability under said compensation laws in which event the only charge that shall be made to the joint account shall
be as provided in Exhibit "C." Operator shall also camy or provide insurance for the benefit of the joint account of the partics
as outlined in Exhibit "D" atached hercto and made a part hercof. Opcrator shall requirc all contractors engaged in work on
or for the Contract Area to comply with the workers compensation law of the statc where the operations are being conducted
and to maintain such other insurance as Operator may require.

In the event automobile liability insurance is specified in said Exhibit "D.” or subsequently receives the approval of the
partics. no dircct charge shall bc made by Operator for premiums paid for such insurance for Operator's sutomotive
equipment.

ARTICLE VL.
DRILLING AND DEVELOPMENT
A. Initial Well:
On or before the _17th___ day of MAY. 2009___, Operator shall commence the drilling of the Initial

Well at khe following location: -
A legal location situated in NW/4 of NW/4, Section 16, TAN-R1W, Wilkinson County, Mississippi.

and shall thereafier continue the drilling of the well with due diligence to

A depth sufficient to test the Wilcox Formation

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

1. Proposed Operations: If any party hereto should desire to drill any well on the Contract Area other than the Initial Well, or
if any party should desire to Rework, Sidetrack. Decpen, Recomplete or Plug Back a dry hole or a well no longer capable of

producing in paying quantities in which such party has not otherwise relinquished its interest in the proposed objective Zone under

this agreemen. the parly desiring to drill. Rework, Sidetrack, Deepen, Recomplete or Plug Back such a well shall give written

notice of the proposcd operation to the parties who have not otherwise relinquished their imerest in such objective Zone
.5-
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under this agreement and to all other partics in the case of a proposal for Sidetracking or Deepening, specifying the work to be
performed, the location, proposed deplh‘_I 32’5.?”?’5 Zone and the estimated cost of the operation. The panim. to whom such a
notice is deliverced shall have thisty-(30)-deys / after receipt of the notice within which to notify the party proposing to do the work
whether they elect to participale in the cost of the proposed operation. If a drilling rig is on location. notice of a proposal to
Rework, Sidetrack, Recomplete, Plug Back or Deepen may be given by telephone and the response period shall be limited to fory-

I“ﬁgﬂ%ﬁour (ZM%S VSealurday. Sunday end legal holidays. Failure of a party to whom such notice is delivered o reply
within the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation.
Any proposal by a party to conduct an operation conflicting with thc operation initially proposed shall be delivered to all partics
within the time and in the manner provided in Article / VI.B.6.

If all parties to whom such notice is dclivered elect to participate in such a proposed operation, the partics shall be

contractually committed to participate therein provided such operations are commenced within the lilpﬁ pcr(i(l) )hcrcaﬂcr set
. hifteen

forth, and Opcrator shall, no later than ninety (90) days a‘ﬁer 'ex?imlt.i?i\‘)of the notice period of days (or as
wenty-fo .
promptly as practicable after the expiration of the i y/ ﬁour period when a drilling rig is on location, as the casc

inay be), actually commence the proposed operation and thereafler complete it with due diligence at the risk and cxpense of
the parties participating therein; provided, however, said commencement date may be extended upon written noticc of samc
by Operator to the other parties, for a period of up to thiny (30) additional days if, in the sole opinion of Operator, such
additional time is reasonably necessary to obtain permits from govemmental authorities. surface rights (including rights-of-

way) or appropriate drilling equip or o p titie ination or curative matter required for title approval or

acceptance.  If the actual operation has not been commenced within the time provided (including any extension thereof as
specifically permitted herein or in the force majeure provisions of Article XI) and if any party hereto still desires to conduct
said opecration. written notice proposing same must be resubmitted to the other parties in accordance herewith as if no prior
proposal had been made. Those parties that did not participate in the drilling of a well for which a proposal to Decpen or
Sidetrack is made hcreunder shall. if such partics desire to participate in the proposed Dccpening or Sidetracking operation,
reimburse the Drilling Partics in accordance with Article VL.B.4. in the event of a Deepening operation and in accordance
with Article VL.B.S5. in the event of a Sidetracking operation.
2. Operations by Less Than All Parties:

(a) Determination_of Panticipation. If any party to whom such notice is delivered as provided in Article VL.B.1. or
VI.C.1. (Option No. 2) elects not to participate in the proposed operation, then, in order to be cntitled to the benefits of this
Article, the party or parties giving the notice and such other parties as shﬂ}l ecellc.cl] 5(;; participate in the opcration shall, no
later than ninety (90) days after lh?weexlﬂi:x_a}(i’(:,nr of4 the notice period of thirty—36) / Jays (or as promptly as practicable after the
cxpiration of the forty-eight—48) / houf period when a drilling rig is on location, as the case may be) actually commence the
proposcd operation and complete it with due diligence. Operator shall perform all work for the account of the Consenting
Partics: provided, however, if no drilling rig or other equipment is on location. and if Opcrator is a Non-Consenting Pary,
the Consenting Parties shall cither: (i) request Operator to perform the work required by such proposed operation for the
account of the Consenting Parties. or (ii) designate one of the Consenting Parties as Operator to perform such work. The
rights and dutics granted to and imposed upon the Operator under this agreement arc granted to and imposed upon the party
designated as Operator for an operation in which the original Operator is a Non-Consenting Party. Consenting Parties, when
conducting operations on the Contract Area pursuant to this Anicle VLB.2.. shall comply with all terms and conditions of this
agreement.

Il less than all parties approve any proposed operation, the proposing party, i diately after the expiration of the
applicable notice period, shall advise all Parties of the total interest of the partics approving such operation and its
mfsox.nmcnd{av(vi&?“ﬁo 5(; »zvrgcm_cr_ :2& Csio;\eseming Parties should proceed with ﬂ?e operation as. proposed. Eﬂc|-l CcnscmingAPnny,
within forey-eight-4{48) ours (exe?u% / of Saturday, Sunday, and legal holidays) after delivery of such notice, shall advisc the
proposing party of its desire to (i) limit participation to such pany's interest as shown on Exhibit "A" or (ii) carry only its
proportionate pant (dctenmined by dividing such party’s interest in the Contract Arca by the interests of all Consenting Parties in
the Contract Area) of Non-C ing Parties' i s, or (iii) camy its proportionate pan (determined as provided in (ii)) of
Non-Consenting  Parties’ intcrests together with all or a portion of its proportionate part of any Non-Consenting Parties'
interests that any Conscnting Party did not clect to take. Any imcrest of Non-Conscnting Partics that is not camied by a

Consenting  Party shall be decmed to be carried by the party proposing the operation if such party does not withdraw its
proposal.  Failure to advise the proposing party within the time required shall be decmed an clection under (i). In the event a
drilling ri% “m ?n flocatig;\. notice may, be given by tcicphone. and the time penmitted for such a response shall not exceed a
total of foﬁyﬂq‘gm&g / ) hours (exclu:fvg-slwgf Saturday, Sunday and lcgal holidays). The proposing party, at its clection, may
withdraw such proposal if there is less than 100% participation and shall notify all partics of such dccision within ten (10)
days, or within twenty-four (24) hours if a drilling rig is on location, following expiration of the applicable response period.
If 100% subscription to the proposed operation is obtained. the proposing party shall promptly notify the Conscnting Pantics
of their proportionate interests in the operation and the party serving as Operator shall commence such opcration within the
period provided in Article VI.B. 1. subject to the same extension right as provided therein.

(b) Relinquishment of Interest for Non-Panicipation. The entire cost and risk of conducting such operations shall be
bome by the Consenting Parties in the proportions thcy have clected to bear same under the terms of the preceding
paragraph.  Consenting Parties shall keep the leasehold cstates involved in such operations frec and clear of all liens and
encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such an operation results
in a dry hole, then subject to Articles VL.B.6. and VLEJ3., the Consenting Parties shall plug and abandon the well and restore
the surface location at their sole cost, risk and cxpense: provided, however, that those Non-Consenting Parties that
participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their proponiionate
shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs were not
increased by the subsequent operations of the Consenting Parties. If any well drilled, Reworked. Sidetracked. Deepened,
Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas in
paying quantitics, the Consenting Parties shall Compleic and equip the well to produce at their sole cost and risk. and the
well shall then be tumed over to Operator (if the Opcerator did not conduct the operation) and shall be operated by it ot 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 Partics in accordance with the
provisions of this Article, each Non-Consenting Party shall be d d to have relinquished to C ing Partics, and the

Consenting  Parties shall own and be entitled 10 receive, in proportion to their respective interests. all of such Non-
Consenting Party's interest in the well and share of production therefrom or. in the case of a Reworking, Sidetracking.
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Deepening, Recompleting or Plugging Back, or a Completion pursuant to Anticle VLC.I. Option No. 2, all of such Non-
Consenting Party's interest in the production obtained from the operation in which the Non-Consenting Party did not clect
to participate. Such relinquishment shall be effective until the proceeds of the sale of such share, calculated at the well, or
market value thereof if such share is not sold (after deducting applicable ad valorem, production, severance, and cxcise taxes.
royalty, overriding royalty and other interests mot excepted by Article 1i1.C. payable out of or mecasured by the production
from such well accruing with respect to such interest until it reverts), shall equal the total of the following:

(i)__100__% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment
beyond thc welthead connections (including but not limited 1o stock tanks. sef s, treaters, pumping  equif and
piping), plus 100% of cach such Non-Consenting Pany's share of the cost of operation of the well commencing with first
production and continuing until each such Non-Consenting Party's relinquished interest shall revert to it under other
provisions of this Article, it being agreed that cach Non-Consenting Pary's share of such costs and equipment will be that
intcrest which would have been chargeable 1o such Non-Consenting Party had it participated in the well from the beginning
of the operations: and

(ii)__300___ % of (a) that portion of the costs and cxpenscs of drilling. Reworking, Sidetracking. Decpening.
Plugging Back. testing, Completing, and R pleting, after deducting any cash contributions received under Anticle VIILC..

P

and of (b) that ponion of the cost of mewly acquired cquipment in the well (to and including thc wellhead connections).
which would have been chargeable to such Non-Consenting Party if it had participated therein.

Notwithstanding anything to the contrary in this Article VLB., if the well docs not rcach the deepest objective Zone

described in the notice proposing the well for reasons other than the encountering of granite or practically impenetrable

b or other dition in the hole rendering further operations impracticable, Operator shall give notice thereof to each

Non-Consenting Party who submitted or voted for an altemalive proposal under Article VI.B.6. to drill the well to a
shallower Zone than thc decpesi objective Zone proposed in the notice under which the well was drilled, and cach such Non-
Consenting Party shall have the option 1o participate in the initial proposed Completion of the well by paying its share of the
cost of drilling the well to its actual depth, calculated in the manner provided in Article VI.B4. (a). If any such Non-
Consenting Pany does not elect to participate in the first Completion proposed for such well, the relinquishment provisions
of this Article V1.B.2. (b) shall apply to such party's interest.

(c) Reworking, Recompleting or Plugging Back. An election not to participate in the drilling, Sidetracking or
Decpening of a well shall be deemed an election not to participate in any Reworking or Plugging Back operation proposed in

such a well, or portion thereof, to which the initial non-cousent clection applied that is conducted at any time prior to full

recovery by the Consenting Parties of the Non-C ing Panty's P amount.  Similarly, an clection not to
panticipate in the Completing or Recompleting of a well shall be dcemed an clection not to participatc in any Reworking
operation proposed in such a well. or portion thereof. to which the initial non-consent clection applied that is conducted at
any time prior 1o full recovery by the Conscnting Partics of thc Non-Consenting Party's rccoupment amount.  Any such
Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed pan of the
cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Partics 300 % of
that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable to
such Non-Consenting Party had it participated therein. 1f such a Reworking, Recompleting or Plugging Back opcration is
proposed during such recoupment period, the provisions of this Article VLB. shall be applicable as between said Consenting
Partics in said well.

(d) Recoupment_Matters. During the period of time Consenting Parties are cntitled to receive Non-Consenting Pany's
share of production, or the proceeds thercfrom, Consenting Parties shall be responsible for the payment of all ad valorem.
production, severance. excisc, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to

Non-Consenting Pany's share of production not excepted by Article 1H.C.

In the case of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting
Partics shall bc permitted to use. free of cost, all casing. tubing and other equipment in the well, but the ownership of all
such equipment shall remain unchanged: and upon abandonment of o well afier such Reworking, Sidetracking, Plugging Back,
Recompleting or Deepening, the Consenting Parties shall account for all such equipment to the owners thereof. with cach
party recciving its proportionate part in kind or in valuc, less cost of salvage.

Within ninety (90) days after the complction of any operation under this Article, the party conducting the operations

for the Consenting Parties shall funish each Non-Conscnting Party with an inventory of the equi in and cc d to

the well, and an itemized statement of the cost of drilling, Sidetracking, Deepening, Plugging Back. testing, Completing,
Recompleting, and equipping the well for production; or, at its option, the operating party, in lieu of an itemized statement
of such costs of operation, may submit a deuwiled statement of monthly billings. Each memb—/nlrlggcancr. during the time the
Consenting  Partics arc being reimbursed as provided above. the party conducting the operations for the Consenting Partics
shall fumish the Non-Consenting Parics with an itemized statement of ali costs and liabilities incurred in the operation of
the well. together with a statement of the quaniity of Oil and Gas produced from it and the amount of proceeds realized from
the sale of the well's working interest production during the preceding month.  In detenmining the quantity of Oil and Gas
produced during any month, Consenting Parties shall use industry accepted methods such as but not limited 1o metering or
periodic well tests. Any amount realized from the sale or other disposition of cquipment newly acquired in connection with
any such operation which would have been owned by a Non-Consenting Party had it participated therein shall be credited
against the total unrctumod costs of the work done and of the equipmemi purchased in deternining when the interest of such
Non-Consenting  Party shall revert to it as above provided; and if there is a credit balance. it shall be paid to such Non-
Consenting Party.

I and when the Consenting Parties recover from a Non-C ing Party's relinquished interest the amounts provided,

for above, the relinquished interests of such Non-Consenting Party shall automatically revent to it as of 7:00 a.n. on thc day—/
following the day on which such recoupment occurs, and, from and afler such reversion. such Non-Consenting Party shall
own the same intercst in such well, the material and equipment in or pertaining thereto, and the production therefrom as
such Non-Consenting Party would have been entitled to had it participated in the drilling, Sidetracking. Reworking,
Dcepening, Recompleting or Plugging Back of said wcll. Thereafter, such Non-Consenting Party shall be charged with and
shall pay its proportionaic pant of thc further costs of the operation of said well in accordance with the terms of this
agreement and Exhibit "C" attached hereto.

3. Stand-By Costs: When a well which has been drilled or Deepened has reached its authorized depth and all tests have
been completed and the results thereof furnished to the parties, or when operations on the well have been otherwise
terminated pursuant to Article VI.F., stand-by costs incurred pending response to a party’s notice proposing a Reworking,
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Sidetracking, Decpening, Recompleting, Plugging Back or Completing operation in such a well (including the period required
under Article VIB.6. to resolve competing proposals) shall be charged and bome as pant of the drilling or Decpening
operation just completed. Stand-by costs subsequent to all partics responding, or expiration of the responsc time permitied,
whichever first occurs, and prior to agreement as to the participating int of all Consenting Parties f to the terms
of the second grammatical paragraph of Article VL.B.2. (a), shall be charged to and bome as parnt of the proposed operation,
but if the proposal is subscquently withdrawn because of insufficient participation, such stand-by costs shall be allocated

between the Consenting Parties in the proportion cach Consenting Party's interest as shown on Exhibit "A" bears to the total
interest as shown on Exhibit "A" of all Consenting P?r:ji&s, ening

In the event that notice for a Sidetracking / gpaancn is given while the drilling rig to be utilized is on location, any party
may request and receive up to five (5) additional days afler cxpiration of the forty-cight hour response period specified in
Aniclc VLB.l. within which to respond by paying for all stand-by costs and other costs incurred during such extended
response period; Operator may requirc such party to pay the estimated stand-by time in advance as a condition to extending
the response period.  If more than onc party clects to take such additional time to respond to the notice. standby costs shall be
allocated between the parties taking additional time to respond on a day-to-day basis in the proportion cach clecting pany's
intcrest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all the electing parties.

4. Deepening: If less than all parties elect to participate in a drilling, Sidetracking, or Deepening operation proposed
pursuant to Aricle VLB.1., the intcrest rclinquished by the Non-Consenting Partics to the Consenting Parties under Article
VI.B.2. shall relatc only and be limited to the lesser of (i) the total depth actually drilled or (ii) the objective depth or Zone
of which the parties were given notice under Article VLB.1. ("Initial Objective"). Such well shall not be Decpencd beyond the
Initial Objective without first complying with this Article to afford the Non-Consenting Parties the opportunity o participate
in the Decpening operation.

In the cvent any Consenting Party desires to drill or Deepen a Non-Consent Well to a depth below the Initial Objective,
such party shall give notice thereof, complying with the requirements of Articlc VLB.l.. to all parties (including Non-
Consenting Parties). Thereupon, Articles VLB.1. and 2. shall apply and all partics receiving such notice shall have the right to
participate or not participate in the Deepening of such well pursuant to said Anticles VI.B.). and 2. If a Deepening operation
is approved pursuant to such provisions, and if any Non-Consenting Party elects to participate in the Deepening operation,
such Non-Consenting party shall pay or make reimbursement (as the case may be) of the following costs and expenses.

(a) If the proposal 1o Deepen is made prior to the Completion of such well as a well capable of producing in paying
quantities. such Non-Consenting Party shall pay (or reimburse Consenting Parties for, as the case may be) that share of cosls
and i d in ion with the drilling of said well from the surface to the Initia} Objective which Non-

Consenting Party would have paid had such Non-Consenting Party agreed to participate thercin, plus the Non-Consenting
Party's share of the cost of Deepening and of participating in any further operations on the well in accordance with the other

provisions of this Agreement: provided, however, all costs for testing and Completion or attempted 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-Consent Wcll that has been previously Completed as a well capable of prod
in paying quantities, but is no longer capable of producing in paying quantitics, such Non-Consenting Party shall pay (or
reimburse Consenling Parties for, as the case may be) its proportionate share of all costs of drilling, Compicting. and

&

equipping said well from the surface to the Initial Objective, calculated in the manner provided in paragraph (a) above. less
those costs r ped by the C ing Partics from thc sale of production from the well. The Non-Consenting Party shall

also pay its proportionate share of all costs of re-entering said well. The Non-Consenting Partics' proportionate part (based
on the percentage of such well Non-Consenting Party would have owned had it previously participated in such Non-Consent
Well) of the costs of salvable materials and equipment remaining in the hole and surface i used in
connection with such well shall be determined in accordance with Exhibit "C." If the Consenting Parties have recouped the

1vahl,

cost of drilling, Completing, and equipping the well at the time such Decepening 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 Decpening

The foregoing shall not imply a right of any Consenting Party to proposc any Decpening for a Non-Consent Well prior
1 the drilling of such well to its Initial Objective without the consent of the other Consenting Parties as provided in Article
VLF.

5. Sidetracking: Any party having the right to participate in a proposed Sidctracking operation that does not own an
interest in the affected wellbore at the time of the notice shall, upon electing to participate, tender to the wellbore owners its
proportionate share (equal to its interest in the Sidetracking operation) of the valuc of that portion of the existing wellbore
to be utilized as follows:

(a) If the proposal is for Sidetracking an existing dry hole. reimburscment shall be on the basis of the actual costs
incurred in the initial drilling of the well down to the depth at which the Sid:
(b) If the proposal is for Sidetracking a well which has previously produced, reimbursement shall be on the basis of
such pany's proportionate sharc of drilling and equipping costs incurred in the initial drilling of the well down to the depth
at which the Sidetracking operation is d d. calculated in the manncr described in Article VI1.B.4(b) above. Such panty's

ing operation is initi

proportionatc share of the cost of the well's salvable materials and equipment down to the depth a which the Sidetracking
operation is initiated shall be determined in accordance with the provisions of Exhibit "C.”

6. Order of Preference of Operations. Except as otherwise specifically provided in this agreement, if any party desires o
propose the conduct of an opcration that conflicts with a proposal that has been made by a party under this Article VI, such
party shall- have fifleen (i5) days from delivery of the initial proposal, in the case of a pro&%ﬁlslzo drill a well or 10 perform
an operation on a well where no drilling rig is on location, or twenty-four (24) hours, exelusive- / of Saturday, Sunday and lcgal
holidays. from delivery of the initial proposal, if a drilling rig is on location for the well on which such operation is 10 be
conducted, to dcliver to all parties enlitled to participatc in the proposed operation such party's altemative proposal, such
altemate proposal to contain the same information required to be included in the initial proposal. Each party receiving such
proposals shall clect by delivery of notice to Operator within five (5) days afler expiration of the proposal period. or within
twenty-four (24) hours (exclusive- /m%llussigleurday. Sunday and Icgal holidays) if a drilling rig is on location for the welil that is the
subject of the proposals. to participate in one of the competing proposals. Any party nol electing within the time required
shall be deemed not to have voted. The proposal receiving the volte of parties owning the largest aggregate percentage
interest of the parties voting shall have priority over all other competing proposals: in the casc of a tic vote, the
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initial proposal shall prevail. Operator shall deliver notice of such result to all parties entitied !2cranicipate in the operation
within five (5) days after expiration of the clection period (or within twenty-four (24) hours, exolusive— of Saturday, Sunday
and legal holidays. if a drilling rig is on location). Each party shall then have two (2) days (or twenty-four (24) hours if a rig
is on location) from receipt of such notice to elect by delivery of notice to Operator o 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 not to participate in the prevailing proposal.

7. Conformity to Spacing Pattem. Notwithstanding the provisions of this Article VL.B.2., it is agreed that no wells shall be
proposed to be drilied 10 or Completed in or produced from a Zone from which a well Jocated elscwhere on the Contract
Arca is producing, unless such well conforms to the then-existing well spacing pattern for such Zone./

! 8. Paying Wells. No party shall conduct any Reworking, Decpening, Plugging Back, Complction, Recompletion, or
Sidetracking opcrannn under this grecmen} with respect to any well then capable of producing in paying quantitics cxcept
with the consent of ath-/ pgnr:g ?h'ﬂavf ggts?cll‘llr?tiulshed intercsts in thc well at the time of such operation.

ascd on ownel shown on l-.x hibit
C. Completion of Wells; / Reworking nné Pruggmg Back

1. Completion: Without the consent of all parties. no well shall be drilled. Decpened or Sidetracked, except any well
drilled, Deepened or Sidetracked pursuant to the provisions of Article VL.B.2. of this agreement. Consent to the drilling,
Deepening or Sidetracking shall include:

O Option_No. 1: All necessary ecxpenditures for the drilling, Deepening or Sidetracking, testing, Completing and
g of the well, including y tankage and/or surface facilitics.

@ Option No. 2: All necessary expenditures for the drilling, Deepening or Sidetracking and testing of the well. When
such well has reached its authorized depth, and all logs. cores and other tests have been completed. and the results
thereof furnished to the parties, Operator shall give immediate notice to the Non-Opcrators having the right 10
participate in a Completion attempt whether or not Operator recommends attempting to Complete the well,
together with Operator's AFE for Com| lguon costs if not previously provided. The panies recciving such notice
shall have forty-eight- (48)/ h ens.four ad(ex ?usw&/ of Saturday, Sunday and legal holidays) in which to elcct by delivery of

notice to Operator to participate in a recommended Completion attempt or to make a Completion proposal with an

accompanying AFE. Opcrator shall deliver any such Completion proposal, or any Completion proposal

8
with Opcrator's proposal, to the other parties cntitled to participatc in such Complction in accordance with the
procedures specified in Article VI.B.6. Election to participate in a Completion attempt shall include consent to all

1

necessary expenditures for the Completing and equlppmg of such well. including y ge and/or surface

q

facilitics but luding any stimulati p not

on the Complction AFE. Failurc of any pany

recciving such notice to reply within the period above fixed shall constitute an election by that party not to
participate in the cost of the Completion auempt: provided, that Arniclc VI.B.6. shall control in the case of
conflicting Completion proposals. If one or more. but less than all of the parties, clect to attempt a Completion, the
provision of Aricle VLB.2. hercof (the phrase "Reworking, Sidetracking, Deepening, Recompleting or Plugging
Back" as contained in Article VI.B2. shall be deemed to include “"Completing”) shall apply to the operations
thereafter conducted by less than all parties; provided, however, that Article VI.B.2. shall apply scparately to cach
scparate Completion or Recompletion attempt undertaken hercunder, and an clection 10 become a Non-Consenting
Party as to onc Completion or Recompletion attempt shall not prevent a panty from becoming a Consenting Party
in subsequent Completion or R pletion ¢ pts regardl whether the Consenting Parties as to carlier
Icti d their costs pursuant to Article VI.B.2.: provided further. that any

have

Completions or R p
recoupment of costs by a Consenting Party shall be made solely from the production attributable to the Zone in
which the Completion attempt is made. Election by a previous Non-Consenting party to participate in a subsequent
Completion or Recompletion attempt shall require such party to pay its proportionate share of the cost of salvable
materials and equipment installed in the well pursuant to the previous Completion or Recomplction aucmpt.
insofar and only insofar as such materials and equipment benefit the Zone in which such party participates in a
Completion antempt.

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

Recompleted. or Plugged Back pursuant to the provisions of Article VI.B.2. of this agrccment. Consent to the Reworking,

Recompleting or Pluggmg Back of a well shall include all y expendi in such operations and

and/or surface facilities.

P 1

Completing and equipping of said well, i g y
D. Other Operations:

Operator shall not undertake any single project reasonably estimated to require an expenditure inexcessof _____
THIRTY THOUSAND AND NO/100 Dollars (§.30,000.00 ) except in ion with the
drilling, Sidetracking, Rcworking, Decpening, Completing, Recompleting or Plugging Back of a well that has been previously

authorized by or pursuant to this agreement; provided, however, that, in case of explosion. fire. flood or other sudden
cmergency, whether of the same or different naturc, Operator may take such steps and incur such expenses as in its opinion
are required to deal with the emergency to safcguard life and property but Operator, as promptly as possible, shall report the

emergency to the other parties. I’ Operator prepares an AFE for its own usc, Opcrator shall furnish any Non-Operator so
requesting an information copy thereof for any single project costing in excess of __ THIRTY THOUSAND Dollars
($.30,000.00 ). Any party who has not relinquished its interest in a well shall have the right 10 propose that

Operator perform rcpair work or undertake the installation of artificial lift equipment or ancillary production facilitics such as
salt water disposal wells or to conduct additional work with respect to a well drilled hereunder or other similar project (but
not including the installation of gathering lines or other transportation or marketing facilities, the installation of which shall
be govemed by scparate agreement between the parties) reasonably estimated to require an expenditurc in excess of the
amount first sct forth above in this Anicle VLD. (except in conneclion with an operation required to be proposed under
Articles VI.B.1. or VL.C.1. Option No. 2, which shall be govemed exclusively be those Articles). Operator shull deliver such
proposal to all parties entitled to participate therein.  If within thirty (30) days thercof Operator secures the written consent
of any party or parties owning at least 51 % of the interests of thce parties entitled to participate in such operation,
each party having the right to participate in such project shall be bound by the terms of such pruposal and shail be obligated
to pay its proportionatc share of the costs of the proposed project as if it had consented to such project pursuant to the terms
of the proposal.
E. Abandonment of Wells:

1. Abandonmemt of Dry Holes; Except for any well drilled or Deepened pursuant to Article VI.B.2.. any well which has
becn drilled or Deepencd under the terms of this agreememt and is proposed to be completed as a dry hole shall not be

.9.
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| plugged and abandoned without the consent of all paﬂ‘l‘;ﬁ‘m So(l)#k%z 8peralor aﬁ?r diligent effort, be unable to contact any
2 pary, or should any party fail to reply within fory-eight-{4&) e*eluswe— / of Saturday, Sunday and lega! holidays) after
3 delivery of notice of the proposal to plug and abandon such well. such party shall be d d to have « d to the
4 proposed abandonment. All such wells shall be plugged and abandoned in d with applicable regulati and at the
5§ cost, risk and expense of the parties who participated in the cost of drilling or Deepening such well. Any patl‘xy who objects to
6  plugging and abandoning such well by notice dclivered 10 Operator within forty-eight—¢4%) /(24) hours (eue!uswe—/ of Saturday,
7  Sunday and legal holidays) afler delivery of notice of the proposed plugging shall take over the well as of the end of such
8§  forty-cight (48) hour notice period and conduct further operations in scarch of Oil and/or Gaos subject to the provisions of
9  Anticle VLB.; failurc of such party 1o provide proof reasonably satisfactory to Operator of its financial capability to conduct
10 such operations or to take over the well within such period or thercafler to conduct operations on such well or plug and
11 abandon such well shall entitle Operator to retain or take possession of the well and plug and abandon the well. The party
12 taking over the well shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties against
13 liability for any further operations conducted on such well cxcept for the costs of plugging and abandoning the well and
14 restoring the surface, for which the abandoning parties shall remain proportionately liable.

15 2. Abandonment of Wells _That_Have Produced: Except for any well in which a Non-Consent operation has been
16  conducted hereunder for which the Consenting Partics have not been fully reimbursed as hercin provided, any wcll which has
17 been completed as a producer shall not be plugged and abandoned without the consent of all parties. I all partics consent to
18  such abandonment, the well shall bc plugged and abandoned in dai with applicable regulations and at the cost. risk
19 and expensc of all the parties hereto. Failurc of a party to reply within sixty (60) days of delivery of notice of proposed
20  abandonment shall be deemed an eclection to consent to the proposal. If, within sixty (60) days after delivery of notice of the
21  proposed abandonment of any well. all parties do not agrec to the abandonment of such well, those wishing to continuc its
22 operation from the Zonc then open to production shall be obligated to take over the well as of the expiration of the
23 applicable notice pericd and shall indemnify Operator (if Operator is an abandoning party) and the other abandoning partics
24  against liability for any further opcrations on the well conducted by such parties. Failure of such party or partics to provide
25  proof bly isf y to Op of their fi ial capability to d such opcrations or to take over the well
26 within the required period or thereafter to conduct operations on such well shall entitle operator to retain or take posscssion
27  of such well and plug and abandon the well.

28 Parties taking over a well as provided herein shall tender to each of the other panies its proportionate share of the value of
29  the well's salvable material and equipment, determined in accordance with the provisions of Exhibit "C," less the estimated cost
30  of salvaging and the estimated cost of plugging and abandoning and restoring the surfacc: provided, however, that in the event
31 the cstimated plugging and abandoning and surface restoration costs and the estimated cost of salvaging arc higher than the
32 wvalue of the wcll's salvable matcrial and equipment, each of the abandoning partics shall tender to the partics continuing
33 operations their proportionate shares of the estimated excess cost. Each abandoning pany shall assign to the non-abandoning
34 panics, without warranty, express or implied, as to title or as 1o quantity, or fitness for use of the equipment and material. afl
35  of its interest in the welibore of the well and retated equipment. together with its interest in the Leaschold insofer and only
36  insofar as such Leasehold covers the right to obtain production from that wellbore in the Zone then open to production. If the
37  interest of the abandoning party is or includes and Oil and Gas Interest, such party shall execute and deliver to the non-
38  abandoning party or parties an oil and gas lease, limited to the wellbore and the Zone then open to production. for a term of
39  one (1) year and so long thereafler as Oil and/or Gas is produced from the Zone covered thereby, such lease to be on the form
40 aunached as Exhibit "B.” The assignments or lcases so limited shall encompass the Drilling Unit upon which the well is located.
41  The payments by, and the assignments or lcases 1o, the assignces shall be in a ratio based upon the rclationship of their
42 respective percentage of participation in the Contract Area to the aggregate of the percentages of participation in the Contract
43 Area of all assignees. There shall be no readjustment of interests in the remaining portions of the Contract Area.

44 Thereafter, abandoning parties shall have no further responsibility. liability, or interest in the opcration of or production
45  from the well in the Zonc then open other than the royalties retained in any lcase made under the terms of this Article.  Upon
46 request, Operator shall continue to operate the assigned weli for the account of the non-abandoning partics at the rates and
47  charges contemplated by this agreement, plus any additional cost and charges which may arisc as the result of the scparate
48 ownership of the assigned well. Upon proposed abandonment of the producing Zone assigned or leased, the assignor or lessor
49 shall then have the option to repurchase its prior interest in the well (using the same valuation formula) and participate in
50  further operations therein subject to the provisions hereof.

51 3. Abandonment_of Non-Consent_Operations: The provisions of Article VLE.l. or VI.E.2. above shall be applicable as
52 between Consenting Parties in the event of the proposed abandonment of any well cxcepted from said Aricles; provided,
53  however, no well shall bc pamanently plugged and abandoned unless and until all partics having the right to conduct further
54  operations therein have been notified of the proposed abandonment and afforded the opportunity to elect to take over the well
55 in accordance with the provisions of this Article VLE.: and provided further, that Non-Conscnting Partics who own an interest
56 in a portion of the well shall pay their proportionate shares of abandonment and surface restoration cost for such well as
57  provided in Article V1.B.2.(b).

58  F. Termination of Operations:

59 Upon the ¢« of an operation for the drilling, Reworking, Sidetracking. Plugging Back, Decpening, testing,
60  Completion or plugging of a well, including but not limited 1o the Initial Well, such operation shall not be terminated without
61 consent of panties bearing __S1___% of the costs of such operation; provided, however, that in the event granite or other
62  practically impenetrablc substance or condition in the hole is cncountered which renders further operations impractical,
63  Operator may discontinue operations and give notice of such condition in the manner provided in Article VL.B.I, and the
64  provisions of Anticle V1.B. or VLE. shall thereafter apply to such operation, as appropriate.

65  G. Taking Production in Kind:

66 —B-—Option-No-1+Gas-Balaneing-Agr Attached
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27 @ Option No. 2: No Gas Balancing Agreement:

28 Each party shall take in kind or separately disposc of its proportionate share of all Oil and Gas produced from
29 the Contract Area, exclusive of production which may be uscd in development and producing operations and in
30 preparing and treating Oil and Gas for marketing purposcs and production unavoidably lost.  Any extra cxpenditures
31 incurred in the taking in kind or scparate disposition by any party of its proportionate sharc of (he production shall
32 be bome by such party. Any party taking its share of production in kind shall be required to pay for only its
33 proportionate share of such part of Operator's surface facilities which it uses.

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

37 If any party fails to make the amrangements necessary to take in kind or separately dispose of its proportionate
38 share of the Oil and/or Gas produced from the Contract Area, Operator shall have the right, subject to the
39 revocation at will by the party owning it, but not the obligation, to purchase such Oil and/or Gas or sell it to others
40 at any time and from time to time, for the accoumt of the non-taking party. Any such purchase or sale by Opcrator
41 may be tcrminated by Operator upon at lcast ten (10) days written notice to the owner of said production and shall
2 be subject always to the right of the owner of the production upon at lcast ten (10) days written notice to Operator
43 to exercise its right 1o take in kind, or scparatcly dispose of. its share of all Oil and/or Gas not previously delivered
44 to a purchaser; provided, however, that the effective date of any such revocation may be deferred a1 Operator's
45 election for a period not to exceed ninety (90) days if Operator has « d such prod to a purch
46 contract having a term extending beyond such ten (10) -day period. Any purchase or sale by Opcrator of any other

47 party's sharc of Oil and/or Gas shall be only for such reasonable periods of time as are consistent with the
48 minimum needs of the industry under the particular circumstances, but in no event for a period in cxcess of onc (l)
49 year.

50 Any such sale by Operator shall bc in a manncr commercially reasonable under the circumstances, but Operator
51 shall have no duty to share any existing market or transportation arrangement or to obtain a price or transportation
52 fece equal to that received under any cxisting market or transporiation arrangement.  The sale or delivery by
53 Operator of a non-taking party's share of production under the terms of any cxisting contract of Operator shall not
54 give the non-taking party any interest in or makc the non-taking party a party to said contract. No purchase of Oil
55 and Gas and no sale of Gas shall be made by Opcrator without first giving thc non-taking parly ten duys written
56 notice of such intended purchase or salc and the price to be paid or the pricing basis 1o be used. Operator shall give
57 notice 10 all partics of the first salc of Gas from any well under this Agreement.

58 All parties shall give timely written notice to Operator of their Gas marketing arrangements for the following
59 month, excluding price, and shall notify Opcrator i{mmediately in the cvent of a change in such arrangements.
60 Operator shall maintain records of all marketing arrangements, and of volumes actually sold or transported, which
61 records shall be made available to Non-Operators upon rcasonablc request.

62 ARTICLE Vil.

63 EXPENDITURES AND LIABILITY OF PARTIES

64  A. Liability of Parties:

65 The liability of the parties shall be several, not jointlor, collective. Each party shall be responsible only for its obligations,

66  and shall be liable only for its proportionate share of tﬁ::pc?);{gg&f/ developing and operating the Contract Area. Accordingly, the
67 liens granted among the parties in Arnicle VILB. arc given to sccurc only the debts of cach scverally, and no pany shall have
68  any liability to third partics hereunder to satisfy the default of any other party in the paymemt of any cxpense or obligation
69  hereunder. It is not the intention of thc parties to create. nor shall this agreement be construed as creating, a mining or other
70  partnership, joint venture, agency relationship or association, or to render the parties liable as partners, co-venturers. or
71  principals. In their relations with each other under this agreement, the parties shall not be considered fiduciaries or to have
72 established a confidential relationship but rather shall be free to act on an arm's-length basis in accordance with their own
73 respective sclf-interest, subject. however, to the obligation of the parties to act in good faith in their dealings with each other
74 with respect to activities hereunder.
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B. Liens and Security Interests:

Each party grants to the other parties hereto a lien upon any interest it now owns or hereafter acquires in Oil and Gas
Lcases and Oil and Gas Intercsts in the Contract Area, and a security interest and/or purchase moncy sccurity interest in any
interest it now awns or hercafier acquires in the personal property and fixtures on or used or obtained for use in connection
therewith, 10 secure performance of all of its obligations under this agreement including but not limited to payment of expense.
interest and fees, the proper disbursement of all monics paid h der, the assig or relinquishment of interest in Oil
and Gas Leases as required hereunder, and the proper performance of operations hercunder. Such lien and security interest
granted by each party hereto shall include such party's leaschold interests, working interests. operating rights. and royally and
overmnding royalty interests in the Contract Area now owned or hereafter acquired and in lands pooled or unitized thercwith or

othcrwise becoming subject to this agreement, the Oil and Gas when cxtracted therefrom and equipment situated thereon or

udi

used or obtained for use in ion therewith (i g. without limitation, all wells, tools, and tubular goods), and accounts

(includi without 1i ion arising from gas imbalances or from the sale of Oil and/or Gas at the wecllhcad),

-2

contract rights. inventory and general intangibles relating thereto or arising therefrom, and all proceeds and products of the

foregoing.

To perfect the lien and security agreement provided herein. each party hereto shall execute and acknowledge the recording
supplement and/or any financing statement prepared and submitied by any party hereto in conjunction herewith or at any time
following execution hereof. and Operator is authorized 10 file this agreement or the recording supplement exccuted herewith as
a lien or morgage in the applicable real cstate records and as a financing statcment with the proper officer under the Uniform
Commercial Code in the state in which the Contract Area is situated and such other states as Operator shall deem approprinte
to perfect the sccurity intercst granted hereunder.  Any party may file this agreement, the recording supplement executed
herewith, or such other documecnis as it deems nccessary as a lien or mortgage in the applicable real estate records and/or a
financing statement with the proper officer under the Uniform Commercial Code.

Each party represents and warrants to the other partics hereto that the lien and sccurity interest granted by such party to
the other partics shall be a first and prior lien, and each party hereby agrees to maintain the priority of said lien and security
interest against all persons acquiring an interest in Oil and Gas Leases and Interests covered by this agrecment by, through or
under such panty. All partics acquiring an interest in Oil and Gas Leases and Oil and Gas Intcrests covered by this agrcement,
whether by assignment, merger, mortgage, operation of law, or otherwise, shall bc deemed 10 have taken subject
to the lien and security interest granted by this Article VILLB. as to all obligations attributable to such interest hereunder
whether or not such obligations arise before or afier such intercst is acquired.

To the extent that partics have a security interest under the Unifonn Commercial Code of the state in which the
Contract Area is situated. they shall be entitled to cxercise the rights and remedics of a secured party under the Code.
The bringing of a suit and the obtaining of judgment by a party for the sccured indebtedness shall not be deemed an
election of remedies or otherwise affect the lien rights or sccurity intcrest as security for the payment thercof.  In
addition. upon default by any party in the payment of its sharc of cxpenscs, interests or fees, or upon the improper use
of funds by the Operator, the other parties shall have the right, without prejudice to other rights or remedies, to collect
from the purchaser the proceeds from the sale of such defaulting pany's share of Oil and Gas until the amount owed by
such party, plus interest as provided in “Exhibit C," has been received, and shall have the right to offset thc amount
owed against the proceeds from the sale of such defaulting purty’s sharc of Oil and Gas. All purchasers of production
may rely on a notification of default from the non-defaulting pany or parties stating thc amount duc as a result of the
against purchasers for T

o, 1

dcfault, and all parties waive any recourse a
this paragraph.

If any party fails 1o pay its share of cost within ene—huné;ed—(wemy—uaw({g% afler rendition of a herefor by
Opcrator. the non-defaulting parties, including Opcrator, shall upon request by Operator, pay the unpaid amount in the
proportion that the interest of cach such panty bears to the interest of all such partics. The amount paid by each party so
paying its share of the unpaid amount shall be sccured by the liens and security rights described in Article VILB., and cach
paying party may independently pursue any remedy available hereunder or otherwise.

If any party docs not perform all of its obligations hereunder, and the failure to perform subjects such party to forcclosure

ing production proceeds as provided in

or exccution proceedings pursuant to the provisions of this agreement, to the cxtent allowed by goveming law, the dcfaulting

“tahl,

party waives any
of the mortgaged or secured property prior to sale, any available right to stay execution or to require a marshaling of asseis
and any required bond in the event a recciver is appointed. In addition. to the extent permitted by applicable law, each pany

right of redemption from and afler the date of judgment, any required valuation or appraiscment

hercby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted
hereunder, such power to be exercised in the manncr provided by applicable law or otherwisc in a commercially reasonable
manner and upon reasonable notice.

Each party agrees that the other partics shall be entitled to utilize the provisions of Oil and Gas lien law or other lien
law of any state in which the Contract Area is situated to cnforce the obligations of cach party hercunder.  Without limiting
the generality of the foregoing, to the extent permitted by applicable law, Non-Of agree that Operator may invoke or
utilize the mechanics’ or matcrialinen's lien law of the state in which the Contract Area is situated in order to sccure the

payment to Operator of any sum duc hercunder for scrvices performed or materials supplicd by Operator.
C. Advances:

Operator, at its election, shall have the right from time to time to demand and receive from onc or morc of the other
parties payment in advance of their respective shares of the estimated amount of the expense to be incurred in operations
hercunder during the next succeeding month, which right may be ised only by submission to each such party of an

itemized statement of such estimated expense, together with an invoice for its share thereof. Each such statement and invoice
for the payment in advance of estimated expense shall be submitted on or before the 20th day of the next preceding month.
Each party shall pay to Operator its proportionate sharc of such cstimate within fifteen (1S) days after such estimate and
invoice is Teceived. If any panty fails to pay its share of said estimate within said time, the amount due shall bear interest as
provided in Exhibit "C" until paid. Proper adjustment shall bc made monthly between advances and actual expense 10 the cnd
that each party shall bear and pay its proportionate share of actual expenses incurred, and no mnore,

D. Defaults and Remedies:

If any panty fails 1o discharge any financial obligation under this agreement, including without limitation the failure to
make any advance under the preceding Anticle VILC.  or any other provision of this agreement, within the period required for
such payment hereunder, then in addition 10 the remedies provided in Asticle VILB. or clsewhere in this agreement, the
remedies specified below shall be applicable.  For purposes of this Article VILD., all notices and clections shall be delivered

«12-
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only by Operator, except that Operator shall deliver any such notice and clection requested by a non-defaulting Non-Operator,
and when Operator is the party in default, the applicable notices and elections can be delivered by any Non-Operator.
Clection of any onc or more of the following remedies shall not preclude the subsequent use of any other remedy specificd
below or otherwise available to a non-defaulting party.

1. Suspension_of Rights; Any party may deliver to the party in default a Notice of Default, which shall specify the default,
specify the action to be taken to cure the default. and specify that fuilurc to take such action will result in the exercise of one
or morc of the remedics provided in this Article. If the default is not cured within thirty (30) days of the delivery of such
Notice of Default. all of the rights of the defaulting party granted by this agreement may upon notice be suspended until the
default is cured, without prejudice to the right of the non-defaulting party or partics to continuc to cnforce the obligations of
the dcfaulting party previously accrued or thercafler accruing under this agreement. If Operator is the pany in default, the
Non-Operators shall have' in addition the right, by vote of Non-Operators owning a majority in interest in the Contract Arca
after excluding the voting interest of Opcrator. o appoint a new Operator effective immediatcly. The rights of a defaulting
party that wmay be suspended hereunder at the clection of the non-defaulting parties shall include, without limnitation, the right
\o receive information as 1o any operation conducted hereunder during the period of such default, the right 10 elect to
participatc in an operation proposed under Article VLB. of this agreement. the right to participalc in an operation being
conducted under this agreement cven il the pary has previously clected to participate in such operation. and the right to
receive proceeds of production from any well subject (o this agreement.

2. Suit_for Damages: Non-defaulting parties or Operator for the benefit of non-defaulting parties may sue¢ (at joint
account expensc) to collect the amounts in default, plus interest accruing on the amounts recovered from the date of default
untit the date of collection at the rale specified in Exhibit "C" atiached hereto. Nothing herein shall prevent any pany from
suing any defaulting party to collect consequential damages accruing to such party as a result of the default.

3. Deemed Non-Consent: The non-dcfaulting party may deliver a written Notice of Non-Consent Election to the
defaulting pany at any time after the expiration of the thirty-day cure period following delivery of the Notice of Default, in
which event if the billing is for the drilling a new well or the Plugging Back, Sidetracking, Rewarking or Decpening of a
well which is 10 be or has been plugged as a dry holc, or for thc Completion or Recompletion of any well, the defaulting
party will be conclusively deemed to have elected not to participate in the operation and to bec a Non-Consenting Pany with
respect thereto under Aricle VI.B. or VLC, as the case may be. to the extent of the costs unpaid by such party.
notwithstanding any clection to participate theretoforc made. If election is made to procced under this provision, then the
non-defaulting partics may not elect to sue for the unpaid amount pursuant to Article VILD.2.

Until the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the right to cure
its default by paying its unpaid share of costs plus interest at the male sct forth in Exhibit "C." provided. however, such
payment shall not prcjudice the rights of the non-defaulting partics to pursuc remedics for damages incurred by the non-
defaulting parties as a result of the default. Any interest velinquished pursuant to this Article VI1.D.3. shall be offered to the

def;

non-defaulting panties in proportion to their interests, and the no ling parties elecling to participate in the ownership
of such interest shall be required to contribute their shares of the defaulted amount upon their election to participate therein.

4. Advance Payment: If a default is not cured within thirty (30) days of the delivery of a Notice of Default. Operator, or
Non-Operators if Operator is the defaulting party, may thereafler require advance payment from the defaulting
party of such defaulting party's anticipated share of any itemn of expense for which Operator, or Non-Operators. as the case may
be. would be entitled to reimbursement under any provision of this agreement, whether or not such expense was the subject of
the previous default. Such right includes, but is not limited to. the right to requirc advance payment for the estimated costs of
drilling a well or Completion of & well as to which an clection to participate in drilling or Completion has been made. [f the
defaulting pany fails 10 pay the required advance payment. the non-defaulting parties may pursue any of thc remedies provided
in the Anicle VILD. or any other default remedy provided elsewhere in this agreement. Any excess of funds advanced remaining
when the operation is completed and all costs have been paid shall be promptly returned to the advancing party.

5. Costs_and Atiomeys' Fees: In the event any party is required to bring legal proceedings to cnforce any financial
obligation of a pany hereunder. the prevailing party in such action shall be entitled to recover all court costs, costs of
collection, and a rcasonable attomey's fee. which the lien provided for herein shall also sccure.

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

Rcmals, shut-i l“ well payments and minimum royaltics which may be required under the terms of any lease shall be paid
perato orthejoml accoum
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" . ou N ucgpl for willful mlsconducl(o &ross negll ence )
Py In the cvent ail to makKe proper payment of any rcntal, shut-in well paymemt or

minimum royalty through mistake or ovemght where such Ea mc-nl is rcqunrcd to continue the lcasc in force. any loss which
a joint loss of the parties liereto . .
results from such non-payment shall be / bome-in sof-Anicle VB2
Operator shall notify Non-Op of the icipated cc r' ion of a shut-in well, or the shutting in or retum to

production of a producing well, at least five (5) days (excluding Saturday. Sunday. and legal holidays) prior to taking such

action, or at the earliest opportunity permitted by circumstances, but assumes no liability for failurc to do so. In the cvent of

failure by Operator to so notify Non-Operators, lhc loss of any lcasc ccnmbu\cd hercto by Non-Operators for failure to make
a j om't.| Yss of lhe 2 pa |ies here o

timely payments of any shut-in well payment sl

F. Taxes:

i heret der—t} H f-Artiol
by Li & P S

Beginning with the first calendar year afier thc cffective datc hereof. Operator shall render for ad valorem taxation all
property subject to this agreement which by law should be rendered for such taxcs, and it shall pay all such taxcs asscssed
thereon before they become delinquent.  Prior to the rendition date, cach Non-Operator shall fumish Operator information as
to burdens (to include. but not be limited to, royalties, overriding royaltics and production paymenis) on Leases and Oil and
Gas Interests contributed by such Non-Operator. If the assessed valuation of any Leasc is reduced by rcason of its being
subject 1o outstanding excess royalties, overriding royalties or production payments, the reduction in ad valorcm taxcs
resulling therefrom shall inurc to the benefit of the owner or owners of such Lease, and Operator shall adjust the charge to
such owner or owners so as o rcflect the benefit of such reduction. If the ad valorem taxes arc basced in wholc or in pan
upon scparate valuations of each party's working interest, then notwithstanding anything to the contrary hercin. charges to
the joint account shall be made and paid by the partics hereto in accordance with the tax value gencrated by cach pany's
working interest.  Operator shall bill the other parties for their proportionate shares of all tax payments in the manner
provided in Exhibit "C."
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If Operator considers any tax assessment improper, Operator may, at its discretion, protcst within the time and manner
prescribed by law, and prosecute the protest to a final determination. unless all parties agree to abandon the protest prior to final
determination. During the pendency of administrative or judicial proceedings. Operator may clect to pay, under protest, all such taxes
and any interest and penalty. When any such protested asscssment shall have been finally determined, Operator shall pay the tax for
the joint account, together with any interest and penalty accrued, and the total cost shall then be assessed against the partics, and be
paid by them, as provided in Exhibit "C."

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

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

The Leascs covered ti‘y this agrcement, insofar as they embrace acreage in the Contract Arca, shall not be surrendered in whole
or in pant n:lggmll‘lyaa%!:seconsmt thereto.

However, should any pany desire to surrender its interest in any Lease or inB::)sdp%?‘li?l:nl ';srch(IJ .F s :E&yga%yhs’ﬁh\ i:;i‘\.l:’}“wrim:n
notice of the proposed surrender to all parties. and the parties to whom such notice is delivered shall have thiny (30) days after
delivery of the notice within which to notify the party proposing the surrender whether they elect 1o consent thereto. Failure of a
party to whom such notice is delivered to reply within said 30-day period shall constitute a consent to the surrender of the Leascs

. . . . owning an interest therei . . X
described in the notice. If all parties / do no% agree or consenl :}mrclo, the party desiring to surrender shall assign. without express or
implied warranty of title, all of its interest in such Lease. or portion thereof, and any well. material and equipment which may be
located thereon and any rights in production thercafier secured, to the parties not consenting to such surrender. If the interest of the
assigning pasty is or includes an Oil and Gas Interest, the assigning party shall execute and deliver 10 the party or parties not
conscnting to such surrender an oil and gas lease covering such Oil and Gas Interest for a term of one (1) year and so long
thereafter as Oil and/or Gas is produced from the land covered thereby, such lease 10 be on the fonn attached hercto as Exhibit "B."
Upon such assignment or lease, the assigning party shall be relicved from all obligations thereafter accruing, but not therctofore
accrued, with respect to the interest assigned or leased and the operation of any well attributable thereto. and the assigning party

shall have no further intercst in the assigned or Icased premises and its p and production other than the royaltics retained
in any lease made under the terms of this Article. The party assignee or lessee shall pay to the pany assignor or lessor the
reasonable salvage value of the latter's interest in any well's salvable materials and equip attributable to the gned or leased

acreage. The value of all salvable matcrials and cquipment shall be determined in accordance with the provisions of Exhibit "C." less
the estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surfuce. H-suoh—value—isess

h such ts—then—th

panty 1 hatl-pay—te—the—party 1 the —of h-defigit. If the

assignment or lease is in favor of morc than onc party, the interest shall be shared by such parties in the proportions that the
interest of each bears to the total interest of all such parties. If the interest of the panies to whom the assignnent is to be made
varies according to depth, then the interest assigned shall similarly reflect such variances,

Any asosﬁ':nr\ﬁﬂlt lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering
party's interest / as L was immediatcly before the assignment. lease or surrender in the balance of the Contract Area: and the acreage
assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject 1o the terms and provisions of this
agrecment but shall be deemed subject to an Operating Agreement in the form of this agreement.

B. Rencwal or Extension of Leases:*owning an interest in the previous Oil and Gas lease or interest

If any party sccures a renewal or replacement of an Oil and Gas Lease or Interest subject to this agreement, then all other panies
shall be notified p ptly upon such acquisition or, in the casc of a rcplacement Leasc taken before expiration of an cxisting Leasc.
promptly upon expiration of the existing Lease. The parties notified shall have the right for a period of thirty (30) days following
delivery of such noticc in which to clect to participate in the ownership of the renewal or replacement Lease, insofar as such Lease
affects lands within the Contract Area, by paying to the party who acquired it their proportionate shares of the acquisition cost
allocated to that part of such Lease within the Contract Arca, which shall be in proportion to the interest held at that time by the
partics in the Contract Area. Each party who participates in the purchase of a renewal or replacement Leasc shall be given an
assignment of its proportionate interest therein by the acquiring party.

If some, but less than all, of the parties elect to participate in the f
by the parties who elect to participate therein. in a ratio based upon the relationship of their respective percentage of participation in
the Contract Area to the aggregale of the pevcentages of participation in the Contract Arca of all partics panticipating in the

h 1

or repl Lease, it shall be owned

2

of a

purchase of such rencwal or replacement Lease. The acquisition of a renewal or replacement Lease by any or all of the parties hereto
shall not cause a readjustment of the interests of the partics stated in Exhibit "A," but any rencwal or replacement Lease in which
less than all parnties elect to panicipate shall not be subject to this agreement but shall be deemed subject to a separate Operating
Agrecment in the form of this agreement.

If the interests of the parties in the Contract Area vary according to depth, then their right to participate proportionately in
renewal or replacement Leases and their right to receive an assignment of interest shall also reflect such depth variances.

The provisions of this Article shall apply to renewal or replacement Leases whether they are for the entire interest covered by
the expiring Lease or cover only a portion of ils area or an interest therein. Any renewal or replacement Lease taken before the
expiration of its predecessor Lease, or taken or contracted for or becoming effective within six (6) months afler the expiration of the
existing Lease. shall be subject to this provision so long as this agreement is in effect at the time of such acquisition or at the time

the | or repl Lease b s effective; but any Lease taken or contracted for more than six (6) months after the
expiration of an existing Lease shall not be deemed 2 rencwal or replacement Lease and shall not be subject to the provisions of this
agreement.

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

While this agreement is in force. if any pary contracts for a contribution of cash towards the drilling of a well or any other
vperation un the Contract Area. such contribution shall be paid to the party who conducted the drilling or other operution and shall
be applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party to whom
the contribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the
proportions said Drilling Partics shared the cost of drilling the well. Such acreage shall become a separate Contract Area and. to the
cxtent possiblc. be governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any
acrcage or cash contributions it may obtain in support of any well or any other operation on the Contract Area. The above
provisions shall also be applicable 1o optional rights to camn acreage outside the Contract Area which are in suppon of well drilled
inside Contract Area.
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If any party contracts for any consideration relating to disposition of such party's share of p 8
such consideration shall not be deemed a contribution as contemplated in this Article VIILC.

D. Assignment; Maintenance of Uniform [nterest:

For the purposc of maintaining uniformity of ownership in the Contract Area in the Oil and Gas Leases, Oil and Gas
Interests. wells, equipment and production covered by this agreement no party shall scll. encumber, transfer or make other
disposition of its interest in the Oil and Gas Leases and Oil and Gas Intercsts embraced within the Contract Arca or in wells.
equipment and production unless such disposition covers either:

1. the entire interest of the party in all Oil and Gas Leases, Oil and Gas | wells, equif and production; or
2. an equal undivided percent of the party's present interest in all Oil and Gas Leases, Oil and Gas Intercsts, wells,

equipment and production in the Contract Area.

Every salc, cncumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement
and shall be made without prejudice to the right of the other parties, and any transferce of an ownership interest in any Oil and
Gas Lease or Interest shall be deemed a party 1o this agrcement as to the interest conveyed from and afier the effective datc of
the transfer of ownership, provided, however, that the other pani§ s,“l%‘lllov‘\‘/(i)lllﬁ?ﬁe H:r(lui; . ““:'L or'?::ggniz? any such sale,
encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days / afler they have received a copy of the
instrument of transfer or other satisfactory evidence thercof in writing from the transferor or transferce.  No assignment or other
disposition of interest by a party shall relieve such party of obligations previously incurred by such party hereunder with respect

TN

to the interest transferred. including without limitation the obligation of a party to pay all costs attril to an op
conducted hereunder in which such party has agreed to participate prior to making such assignment, and the lien and security
interest granted by Article VILB. shall continue to burden the interest transferred 1o sccure payment of any such obligations.

If, at any time the interest of any party is divided among and owned by four or more co-owners, Opcrator, at its discretion,
may require such co-owners to appoint a single trustec or agent with full authority to receive notices. approve expenditures.
receive billings for and approve and pay such party's share of the joint expenscs, and to deal gencrally with, and with power to
bind. the co-owners of such party's interest within the scope of the operations embraced in this agreement. however, all such co-
owners shall have the right to enter into and exccute all contracts or agrcements for the disposition of their respective shares of
the Oil and Gas produced from the Contract Area and thcy shall have the right 1o reccive, scparatcly, payment of the sale
proceeds thereof.

E. Waiver of Rights to Partition:

If permitied by the laws of the stale or statcs in which the property covered hereby is located, cach party hereto owning an
undivided interest in the Contract Area waives any and all rights it may have to partition and have sct aside to it in severalty its
undivided interest therein.

F. Preferential Right to Purchase:
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ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

If, for federal income tax purposcs, this agreement and the opcrations hercunder are regarded as a partnership, and if the
partics have not otherwise agreed to form a tax partnership pursuant to Exhibit "G" or other agreement between them, each
party thereby affected clects to be excluded from the application of all of the provisions of Subchapter “K." Chapter 1. Subtitic
"A." of the Intemal Revenue Codc of 1986, as amended ("Codc”), as permitted 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 affected
such cvidence of this election as may be required by the Secretary of the Treasury of the United States or the Federal Intemal
Revenue Service, including specifically, but not by way of limitation, all of the rctumns, statements, and the data required by
Treasury Regulation §1.761. Should there be any requirement that each party hereby affected give further evidence of this
clection, each such party shall execute such documents and furnish such other evidence as may be required by the Federal Intcmal
Revenue Service or as may be necessary to evidence this clection. No such party shall give any notices or take any other action
inconsistent with the eclection made hereby. If any present or future income tax laws of the state or states in which the Contract
Area is located or any futurc income tax laws of the United States contain provisions similar to those in Subchapter "K.” Chapter
1. Subtitlc "A." of the Code, under which an election similar to that provided by Section 761 of the Code is permitted. cach party
hereby affccted shall make such election as may be permitted or required by such laws. In making the foregoing clection. cach
such party states that the income derived by such party from operations hereunder can be adequatcly determined without the
computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS
Operator may seltle any single uni d third party damage claim or suit arising from operati h der if the exp
does not exceed _Twenty-Five Thousand Dotlars ($.25,000.00 ) and if the payment is in complete seitlement

of such claim or suit. If the amount required for settlement exceeds the above amount, the partics hereto shall assume and take over
the further handling of the claim or suit, unless such authority is delcgated to Operator. All costs and expenscs of handling scttling,
or otherwise discharging such claim or suit shall be a the joint expense of the parties participating in the operation from which the
claim or suit arises. If a claim is madc against any party or if any party is sucd on account of any matter arising from operations
hercunder over which such individual has no control because of the rights given Op by this ag such party shall

immediately notify al) other partics, and, the claim or suit shall be treaicd as any other claim or suit involving, operptions hereunder.
All claims gr suitsylnvolving itle to any interest subject to this Agreement shall be treated a a claim or su?l ngg‘macm parties.
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ARTICLE XI.
FORCE MAJEURE

If any pany is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agrcement, other
than the obligation to indemnify or make money payments or fumish security, that party shall give to all other partics
prompt written notice of the force majeure with rcasonably full particulars conceming it: thereupon, the obligations of the
party giving the notice, so far as thcy arc affected by the force majeurc, shall be suspended during, but no longer than. the
continuance of the force majeure. The term "force majeure,” as here employed. shall mean an act of God, strike. lockout, or
other industrial disturbance, act of thc public enemy, war, blockade, public riot, lightening, firc, storm, flood or other act of
nature, cxplosion, governmental action, gover 1 delay, int or inacti unavailability of equipment, and any other
cause. whether of the kind specifically chumcrated above or otherwise, which is not reasonably within the control of the pany

claiming suspension.

The affected panty shall use all reasonable diligence to remove the force majeurc situation as quickly as practicable. The
requirement that any force majeure shall be remedied with all ble 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 shall be handled shall

be entirely within the discretion of the party concerned.
ARTICLE XI11.
NOTICES

All notices authorized or required between thce parties by any of the provisions of this agreement, unless otherwise
specifically provided, shall be in writing and dclivered in person or by United States mail, courier scrvice, telegram, telex,
telecopier or any other form of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on
Exhibit "A." All tclephone or oral notices permitted by this agreement shall be confirmed immediately thercafter by written
notice. The originating notice given under any provision hereof shall be decmed delivered only when received by the party 10
whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the datc
the originating notice is received. "Receipt” for purposes of this agreement with respect to written notice delivered hercunder
shall be actual delivery of the notice to the address of the party to be notified specificd in d with this ar

g!
to the telecopy, facsimile or telex machine of such party. The second or any responsive notice shall be decmed delivered when
deposited in the United States mail or at the office of the courier or telegraph service, or upon transmittal by telex. telecopy
or facsimile. or when personally delivered to the party to be notificd, provided. that when response is required within 24 or
48 hours, such response shall be given orally or by telephone, telex. telecopy or other facsimile within such period. Each party
shall have the right to change its address at any time, and from time to time, 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 attempts to deliver a notice required
10 be delivered within 24 or 48 hours. the noticc may be delivered in writing by any other method specificd herein and shall

be deemed delivered in the same manner provided above for any responsive notice.

ARTICLE XIHN.

TERM OF AGREEMENT
This agreement shall remain in full force and cffect as 1o the Oil and Gas Leases and/or Oil and Gas Intcrests subject
hereto for the period of time sclected below; provided, however. no party hereto shall cver be construed as having any right, title

or interest in or Lo any Leasc or Oil and Gas Interest contributed by any other party beyond the term of this agrecment.

& Option No. }; So long as any of the Oil and Gas Leases subject to this agreement remain or are continued in

force as to any part of the Contract Arca, whether by prod e; ion, renewal or otherwisc.
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The termination of this agrccment shall not relicve any party hereto from any expense, liability or other obligation or any
remedy therefor which has accrued or attached prior to the date of such termination.

Upon termination of this agreement and the satisfaction of all obligations hereunder, in the event a memorandum of this
Operating Agreement has been filed of record, Operator is authorized to file of record in all nccessary recording offices a
notice of termination, and each party hereto agrecs to execute such a notice of termination as to Operator's intercst, upon
request of Operator, if Operator has satisfied all its financial obligations.

ARTICLE X1V,
COMPLIANCE WITH LAWS AND REGULATIONS
A. Laws, Regulations and Orders:

This agrecment shall be subject to the applicable laws of the state in which the Contract Area is located, to the valid rules,
regulations. and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state,
and local laws, ordinances. rules, regulations and orders.

B. Governing Law:

This agreement and all matters pertaining hereto, including but not limited to matters of performance, non-
performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall be governed and
determined by the law of the state In which the Contract Area is located. If the Contract Area is in two or more states,
the law of the state of ___Mississippi ___ shall govern,

C. Regulatory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any

rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or
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orders promulgated under such laws in reference to oil. gas and mincral operations, including the location, operation, or
production of wells, on tracts offsetting or adjacent to the Contract Arca.

With respect to the opcrations hereunder, Non-Operators agree to release Operator from any and all losses, damages.
injurics, claims and causes of action arising out of. incident to or resulting directly or indirectly from Opcrator's interpretation
or application of rules, rulings, regulations or orders of the Department of Energy or Federal Encrgy Regulatory Commission
or pred or gencies to the extent such interpretation or application was made in good faith and does not
consti gross neglig Each Non-Operator further agrees to reimburse Operator for such Non-Operator's sharc of
production or any refund, fine, levy or other govermmental sanction that Operator may be required to pay as a result of such
an incorrect interpretation or application, together with interest and penaltics thercon owing by Operator as a result of such

incorrect interpretation or application.
ARTICLE XV.
MISCELLANEOUS
A. Execution:

This agreement shall be binding upon each Non-Operator when this agrcement or 2 counterpart thereof has been
cxecuted by such Non-Operator and Operator notwithstanding that this agrecment is not then or thercafier executed by all of
the parties to which it is tendered or which are listed on Exhibit "A" as owning an interest in the Contract Area or which
own. in fact. an interest in the Contract Arca. Opcrator may, however., by written notice to all Non-Opcrators who have
become bound by this agreement as aforesaid, given at any time prior to the actual spud date of the Initial Well but in no
cvent later than five days prior 1o the date specified in Article VLA, for commencement of the Initial Well, terminate this
agreement if Operator in its sole discretion determines that there is insufficient participation to justify commencement of
drilling operations. In the evem of such a termination by Operator, all further obligations of the parties hercunder shall ceuase
as of such termination. In thc event any Non-Operator has advanced or prepaid any share of drilling or other costs
hereunder. all sums so advanced shall be rctumed to such Non-Operator without interest. In the event Opcrator procceds
with drilling opcralion’:y for the-lnitial-/ Well without the execution hereof by all persons listed on Exhibit "A" as having a
current wonklgg lnl?‘csl in such well, Operator shall indemnify Non-Operators with respect to all costs incurred for the
Initiat—Well—/ \%hxch would have been charged to such person under this agreement if such person had execuied the same and
Operator shall receive all revenues which would have been reccived by such person under this agreement if such person had
executed the same.

B. Successors and Assigns:

This agrcement shall be binding upon and shall inure to the benefit of the partics hereto and their respective heirs,
devisces, legal representatives, successors and assigns, and the terms hereof shall be deemed to run with the Leases or
Intcrests included within the Contract Area.

C. Counterparts:

This instrument may bc executed in any number of counterparts, cach of which shall be considered an original for all
purposes.

D. Severabitity:

For the purposes of assuming or rejecting this agreement as an executory contract pursuant to federal bankruptcy laws,
this agrecment shall not be severable. but rather must be assumed or rejected in its entirety, and the failurc of any party to
this agreement to comply with all of its financial obligations provided hercin shall be a material default.

ARTICLE XVI.
OTHER PROVISIONS
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ARTICLE XV

OTHER PROVISIONS

A. Further Operations. The provisions of this paragraph shall take precedence over any
provisions in the Operating Agreement which may be in conflict therewith:

Where a well that has been authorized under the terms of this Agreement by all parties
(or by one or more, but less than all partics under Article VI.B.2) has been drilled to the
objective depth or the objective formation, whichever is the lesser, and the parties
participating in the well cannot agree upon the sequence and timing of further operations
regarding such well, the following clections shall control in the order enumerated below:

(1) an election to do additional logging, coring or testing;

(2) an election to attempt to complete the well at either the objective depth
or objective formation;

(3) an election to deepen said well;

(4) an election to plug back and attempt to complete said well;

(5) an election to sidetrack the well;

(6) an election to rework said well by generally accepted stimulation techniques
whether or not said well had previously produced in commercial quantities or
is capable of commercial production;

(7) an election to temporarily abandon the well; and

(8) an election to plug and abandon the well.

1t is provided, however, that if at any time said participating parties are considering the
above elcctions and the hole is in such a condition that, in the opinion of a majority of the
parties, a reasonably prudent operator would not conduct the operations contemplated by
the particular election involved for fear of placing the hole in jeopardy or losing the same
prior to completing the well in the objective depth or objective formation, such election
shall not be given the priority hereinabove set forth. In such event, the operation which,
in the opinion of a majority in interest of the partics is less likely to jeopardize the well,
will be conducted. It is further understood that if some, but not all parties, elect to
participate in the additional logging, coring or testing, they may do so and the party or
parties not participating in such operations shall not be entitled to the logs, cores or the
results of the tests by shall suffer no other penalty.

B. Limitation on Drilling Proposals. Notwithstanding any provision in this agreement to
the contrary:

1. No proposal shall be made for drilling more than one well;

2. No well shall be proposed when another proposal is pending or between
the approval to drill a well and commencement of operations for such
well;

3. If a proposal for drilling a well is made while another well is being
drilled on the Contract Area, any party to whom the proposal is made shall
have the right to defer an election until thirty (30) days after receipt of the
proposal or until fifteen (15) days after all operations have been completed
on the drilling well (completing and equipping or plugging and
abandoning, as the case may be), whichever occurs last;

4. For purposes of this Article XV B (Limitation of Drilling Proposals), a
drilling well shall also include the deepening or sidetracking of an existing
well, and a proposal to drill a well on land not included in the Contract
Area, but pooled with land in the Contract Area shall be considered a
proposal to drill pursuant to the terms of this agreement; and

5. The provisions of Article XV B (Limitation of Drilling Proposals) shall
not apply to a well subject to the provisions of Article XV D (Required
Operations. .




Case 10-33569-sgj11 Claim 51-1 Part 8 ¢ Filed 07/27/10 Desc Exhibit E Page 25
of 51

C. If any party hereto should create against its interest any overriding royalty, payment or
other burden or charge (except such burdens and charges as are reflected or recorded or
of which written notice has been given as of the effective date of this agreement), and if
any other party or parties thercafter should conduct non-consent operations, and , as a
result, become entitled to receive the net working interest of a Non-Consent Party or
Parties, the party or parties entitled to receive the net working interest burden of the Non-
Consent party or parties shall be entitled to receive such production free and clear of all
such overriding royalty, production payment or other burdens and charges (except such
burdens and charges as are reflected of record or of which written notice has been given
as of the effective date of this agreement), and the Non-Consenting Party or Parties
creating such burden shall discharge such burdens out of its own funds and shall save the
Consenting Party or Partics harmless with respect to receipt of such working interest
production.

D. Required Operations. Any well or operation which is necessary to perpctuate an
expiring lease or leases or interest Therein, or to eamn an additional lease or leases or
interest therein pursuant to any farmout or other agreement shall be decmed to be a
"required well" or "required operation”. As to any required well or required operation
proposed by any party hereto in accordance with Article VI B (Subsequent Operations) in
which any other party hereto elects not to participate, the Non-Consenting party shall
release and relinquish forever proportionately to the Consenting Parties all of Non-
Consenting Party's interest without any depth limitation in and to the lease or leases or
interest therein which would be perpetuated or earned by such required well or required
operation. The interest in such relinquished leases shall be assigned by Non-Consenting
party to the Consenting parties without warranty of title except as to claims by, through,
or under Assignor and any "subsequently created interest” affecting Assignor's interest
shall be handled as provided in Article 111 C.

E. Payment of Severance Taxes. When Non-Operator is exercising the right to take in
kind or separately dispose of its proportionate part of production, Non-Operator shall pay
or arrange for the payment of all production, severance, or similar taxes imposed on such
part, but at such times when Operator is purchasing or selling Non-Operator's share of
production, Operator shall arrange for payment of such taxes.

F. Notwithstanding anything to the contrary contained in the Operating Agreement or the
Accounting Procedure (Exhibit "C"), the following items pertaining to the Prospect Area
shall not be considered as administrative overhead, but operator shall be entitled to make
a direct charge against the Joint Account for same:

Long distance telephone calls, fees for legal services, title costs, costs and
expenses in connection with preparation and presentation of evidence and
exhibits at the Mississippi Oil and Gas Board hearings, preparation and
handling of application to the hearings before governmental agencies or
regulatory bodies.

G. Charges made hereunder have reference to the 100% working interest and shall be
proportionately reduced to the extent of the working interest covered hereby.

H. Funds received by Operator under this agreement need not be segregated or
maintained by it as a separatc fund but may be co-mingled with its own funds.

1. This operating Agreement may be cxecuted in any number of counterparts, each of
which shall be binding on the parties so signing and may be combined into a single
instrument for all purposes and treated as a single original.

J. Notwithstanding anything to the contrary herein contained, each party of this
agreement shall have the right to present its position in all hearings, conferences and
litigations affecting the Unit Area.

K. Non-Operators hereby release Operator from any and all losses, damages, injuries,
claims and causes of action arising out of, incident to or resulting directly or indircctly
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from operator's interpretation or application of any statutes, rules, rulings, regulations,
order or other pronouncement or any governmental authority relating to the classification
of wells, or the pricing, allocation, production and/or marketing of oil, gas or other
hydrocarbons or liquids or liquid products therefrom to the extent Operator's
interpretations or application of such statutes, rules, rulings, regulations, orders or other
pronouncements were made in good faith. Non-Operator's further agree to reimburse
Operator for their proportionate share of any amounts Operator may be requited to
refund, rebate or pay as a result of an incorrect interpretation or application of such
statutes, rules, rulings, together with Non-Operator's proportionate part of interest and
penalties owning by Operator as a result of such incorrect interpretation of application of
such statutes, rules, regulations, orders or othcr pronouncements.

L. Without enlarging the Operator's obligations and liabilities as otherwisc provided in
this agrecment, Operator shall:

(1) Attempt to conduct all operations under this agreement in
accordance with industry approved safety standards and in compliance
with governmental safety regulations and shall require the same of all
contractors and subcontractors performing work hereunder;

2) Maintain and require its contractors and subcontractors to maintain
well control equipment in good operating conditions at all times;

(3)  Use all reasonable means to control and prevent fires and
blowouts, and to protect equipment and personnel;

(4)  Notify each party as soon as practicable of all major accidents or
occurrences resulting in injuries to its employees and employees of
contractors or subcontractors or to third parties, or damage to property
hereunder, and when requested shall furnish such parties with copies of all
reports made in connection with such accidents or occurrences;

(5)  Attempt to properly handle all oil, water, mud, and chemicals
which may be used in or result from its operations hereunder and to
attempt to prevent same from escaping. Operator shall attempt to comply
with all governmental regulators relating to prevention and control of
pollution, and shall attempt to take such additional measurcs as to prudent
Operator would take under the same or similar circumstances as to protect
the environment from pollution.

(6) It is specifically provided, however, that the costs and expenses
incurred by Operator, with respect to operations under this agreement, in
the absence of gross negligence or willful misconduct on the part of
Operator, in respect to alleged or actual violations or breaches of, or
failure to comply with, any Federal or State Laws, rules, regulations,
whether by action or inaction of Operator, shall be joint opcrating expense
and Operator, shall be protected and indemnified by the joint account
against all such costs, expenses, liabilities and obligations.

M. Operator is authorized to take all reasonable action in any emergency situation at the
joint expense of the parties without prior consent of the parties where such action is
prudent in the circumstances in the interest of parties or the jointly owned properties
subject to this agreement; provided, however, Operator shall promptly notify the parties
as soon as reasonable possible of the development of such emergency situation and the
action taken by it in the circumstances.

N. Anything to the contrary herein notwithstanding, the failure of any party to pay his pro
rata share of the cost incurred in drilling, completing and equipping the initial test well
shall subject that non-paying party's interest to the penalty provisions of Article VI
B.1.2.(b) (ii) as though that party had failed and/or refused to consent to the initial
drilling operations.
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O. For any Assignment made amending the interest as set out on Exhibit "A" (or any
amendment thereto), Operator shall charge each Assignee a fee of Two hundred fifty
dollars ($250.00) to cover the cost associated with making such transfer.
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

IN WITNESS WHEREOF, this agreement shall be effective as of the ? 1 day of ml-l &

iy .

(\5 0 {b h 8] f( ] (19 who has prepared and circulated this form for execution, represents and warrants
that the form was printed from a’nd, with the exception(s) listed below, is identical to the AAPL Form 610-1989 Model Form
Opcrating Agreement, as published in computerized form by Forms On-A-Disk, Inc. No changes, alterations, or
modifications, other than those made by strikethrough and/or insertion and that arc clearly recognizable as changes in

Articles  1V.A: IV.B; V.D; VI.B; VLE: VILA; VII,B; VILE; VIILA; VIILD; X; XV, A; XVI, have becn made to the form.
ATTEST OR WITNESS: OPERATOR
AXIS ONSHORE, LP

2 Tl
RO

By 7'_\" G)/g—“
{ q

JAMES P. RYAN

1\

Type or print name

Title _PRESIDENT

S Y-o]

20-3169624

Date

Tax ID or S.S. No.

NON-OPERATORS

PRYME OIL & GAS, INC,

By

Type or print name

Title

Date

Tax 1D or S.S. No.

By

Type or print name

Title

Date

Tax ID or S.S. No.

By

Typc or print name

Title

Date

Tax ID or S.S. No.

S18-




Case 10-33569-sgj11 Claim 51-1 Part 8 Filed 07/27/10 Desc Exhibit E Page 29

23

24

25

26

27

28

29

30

3

32

33

34

35

36

37

of 51
A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

ACKNOWLEDGMENTS
Note: The following forms of acknowlcdgment 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 the statutes of that state.

Individual acknowledgment:
. A N
State of LO Oé; g /17 S
) ss.

County of Cﬁj 'Cofd 46( )

This instrumeny{ was acknowledged before me on .-Mqﬂ <, &0061
James 1 @i{L’ E&S-‘Jc ad OF AXS bnYnce LY

-

(Scal, if any) .
AFTA A MoMANUS

S3TARY BURL

Acknowledgment in representative capacity:

State of )
) ss.
County of )

This instrument was acknowledged before me on

by as

of

(Seal, if any)

Title (and Rank)

My commission expires:

-19-
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EXHIBIT “A”

Attached to and made a part of that certain Joint Operating Agreement (JOA) dated April 27,
2009, by and between AXIS ONSHORE, LP, as Operator, and GRIFFIN & GRIFFIN

EXPLORATION, L.L.C., et al as Non-Operators

(1) Description of lands subject to this Agreement

KELLY HILL PROSPECT

T4AN-R1W

Section 4: S/2 SW/4
Section 6;: SE/4 SE/4
Section 15: NE/4 NE/4
Section 16: NW/4 NW/4

(2) Restrictions as to Depths

This Agreement shall cover those zones and formations lying between the surface of the

Earth and the Base of the Wilcox Formation.

(3) & (4) Parties, and addresses thereof, and fractional interest subject to this

Agreement.

BCP

ACP

TriDimension Energy, LP 4571428
AXIS Onshore, LP (Operator)

450 Texas St.

Vidalia, LA 71373

Phone: 318-336-9881
Fax: 318-336-5167

Griffin & Griffin Exploration, L.L.C. .0000000
4800 1-55 North, Suite 210
Jackson, MS 39211

Attn: John Andrew Giriffin

Phone: 601-713-1146
Fax: 601-713-1175

Pryme Oit and Gas, Inc. .2857143
494 Bouldercrest Dr.
Marietta, GA 30064

Attn: Ryan Messer

Brone: ;n-dab‘]‘&%

Fax: 832-201-0936

Vital Oil Well Services, LLC .0571429
1526 Murray St.

Vidalia, LA 71373

Attn: Jackie M. Ryan

Phone: 318-336-3359
Fax: 318-336-4059

.4000000

.1250000

.2500000

.0500000
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Moss Land Services, LLC 0285714 .0250000
320 Ampacet Dr.
DeRidder, LA 70634

Attn: David O’'Neal

Phone:
Fax:

BritLind Resources, LLC 1142857 .1000000
16610 Dallas Parkway

Suite 2500

Dallas, TX 75248

Attn: James P. Ryan
Phone: 972-267-2104
Fax: 972-267-2089

Golden West Holdings, LLC .0571428 .050000
405 Texas St.
Vidalia, LA 71373

Attn: Scott O'Neal

Phone: 318-336-8812
Fax: 318-336-5137

1.0000000 1.0000000
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Iwel: Crosby 164 #1 TVD: 7,000' Ft Drilling _X_ Workover AFE #
Field/Prospect: Kelly Hill MD: Ft
Parish/ State: Wilkinson County, Mississlppl Est. Start Date:. 1st Quarter '09|Faciiity X P&A
Description: Section 16, TAN- R1W
Drig | Cased DRICT CASED CTOMP.
Code | $iday | $/day coSsT COST cosT | ToTAL cosT
INTANGIBLE ESTIMATE NN
01{Land, legal and leases $25,000) $25,00q
02[Regulatory / | Permits / Bonds $1,500 $1,500
03|Damages N $3,000 $3,000
04]Location Preparation/Construction/Survey/right of way N $15,000 $15,000
05|Location Clean-Up \\ $5,000 $5,000
06|Prospect Generation and Geological $0)
07]Rig Costs: Turnkey \ $0
08|Rig Costs: Footage 7,000 feet @ $ 31.00/ft $217,000) $217,00Q
09[Rig Costs: Daywork $0
10[Well Service Unit $0
11|Water / Water Well N $3,000 $3,000
12|Fuel $7,000 $7.004
13|Hammer/Casing/Laydown Svc. N $1,500] $1.500
14[Bits NN NIC $0
15/Stab’s, Reamers, Hole Openers \\ $0
16]/Contract Welding $2,000 $2,000
17{Mud & Chemicals / Completion Fluids $15,000 $15,000
18|Mud Engineering $700, $700
19|Cement & Cementing Svcs $7,500 $7,500
20iRentals - Surface wellhead $1,500) $1,500
21|Rentals - Downhole $0
22|Directlional Tools / Service / MWD $Q
23[Mud Logging Days $0
24|Open Hole Evaluation / LWD $15,000 $15,000
25|Geotogical Supervision $2,500 $2,50(
26|Core Analysis $3,000) $3,000
27[Communications N $0
28]Waellsite Supervision $0)
29]Contract Labor Casing Crew AN $1,500 $1,500
30{Cementer / Tools $0
31|Dispatcher $0
32|Surface Casing 9 5/8” 36lbs. 500 $15,000 $15,00Q
33]Trucking / Freight Mob $23,000 Demob $23,000 $23,000 $23,000
34iMarine Transportation $0
35[Fishing Services $0)
3G|Gyrol Mullishot Surveys $0
37|Environmental Costs $0
38|Cased Hole logging / Perforating $0)
39|Acidizing / Fracturing $0|
40]Sand Control $0
41{Coil Tubing / Wireline Service $0
42|Well Testing $Q
43| Tubular Inspections / Tstg 50
44]A Overhead $1,500] $1,500
45{Well Control Insurance $0
46]In-House Engineering $0
47[Rig Supplies $0)
48| Contingencies refundable $0
90|P&A $20,000 $01
TOTAL INTANGIBLE ESTIMATE @\ $366,200 $0 $0 $366,20
[TANGIBLE ESTIMATE w/ Taxes Size Ftg SIFt
01|Drive Pipe / Caisson $
02|Conductor Casing $q
03|Surface Casing $0
04}Intermediate Casing $0
05| Drilling Liner $0
06|Production Casing / Liner Price as per 1/1/09 $0
07|Tieback Casing $0
08|Liner Hanger / Whipstocks/ Tieback $0)
09 Tubing $0)
09{Rods $0
10|Packer Downhole pump $0
11|Wellhead Equipment Pumping Unit Or gas hookup $0
12|Flowlines / Pipelines $0
13| Tanks $0
14|Production Treatment Equipment $0
15|Roustabout $ol
TOTAL TANGIBLE ESTIMATE $0 $0 $0 $0)
TOTAL COST ESTIMATE $366,200 $0 $0, 5366.20%
Date:
Pariner Pryme Qil and Gas, Inc.
Signature
Working Interest 28.57143% | $104,628.58] $0.00 | $0.00 | $104,628.58 |
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Producers 88 (9770-Pad Up Thrs instrument was prepared by: Indexing instructions: After recordation return to:
With Pooling Proviaeon

Mississ ppi- Alabama-Florida EXHI B IT n B 4]

OIL, GAS AND MINERAL LEASE

THIS » GREEMEN I made this __ day of , , between

tessor { whether one or more ) . whose address is.

and

lessee, WITNESSETH:

1 Lessur. in consideration of TEN DOLLARS ($10 00) AND OTHER VALUABLE CONSIDERATION, receipt of which is hereby ach ledged, and of the and ag
ol lesse.s heremafle: contamed, docs hereby grant, lease and let unta lessee the land covered hiereby for the purposes and with lhg exclusive right of explm'ing. drilling, milninglnnd npcmu:ng for,
produciig and ownag oil, gas. sulphur and all other minerals (whether or not similar to those mentioned), together with the nght to make surveys on said hgnd, lay pipe lincs, establish and
wilize sclines tor surface or subswiace dhsposal of salt water, construct roads and bridges, dig canals, build tanks, power stations, power lines, telephone lines, employee houses and other
strutctu s on sad band. necessary ur useful in lessec’s operations in exploring, drilling for, producing, treating, storing and transporting minerals produced from the land covered hereby or any
other kad adjacent thereto. The land covered hereby, herein called "saud land®, is located in the

Cowitr ot _ , State of , and is described as follows:

alsn covers and includes, i addition to that above described. all land, if any, contiguous or adjacent to or adjoining the land above described and (a) owned or claimed by lessor by
prescrphon, possession. reversion or unrecorded instrument or {b) as to which lessor has a preference right of acquisition. Lessor ngrees to execute any supplemental instrument
tequest :d by lessee 1or a more complete or aceurate desciption of said land. For the purpose

of dete:anming the amount of any bonus or other payment herennder. said fand shall be decmed to contain acres, whether actually containing more or less, and the
above 1 -cital of acivage in any tract shall be deemed to be the true acreage thereof. Lessor accepts the bonus as lump sum consideration for this lease and all rights, and options hereunder.

2. Unle:
hercun
3

saouer teynunated or longer kept in force under other provisions hereof, this lease shall remain in force foratermof ___ years from the date hereof,
ier called "irumary term”, and as long thereafter as ions, as | fier defincd, are conducted upon said land with no cessation for more than ninety (90) consecutive days.

3. as royalty, lessee covenants and agrees: () To deliver to the credit of lessor, in the pipe line to which lessee may connect its wells, the equat ighth part of all oil produced and
saved by lessee frow said Jand, or from time to time. at the option of lessee, to pay lessor the average posted market price of such one-eighth part of such oil at the wells gs of the day it is run to
the pipe- fine or storage tanks, lessor's interest, in cither case, to bear one-eighth of the cost of treating oil to render it marketable pipe line oil; (b) To pay lessor on gas and casinghead gas
producud from sanl land (1) when sold by lessee. ane-cighth of the amount realized by lessee, computed at the mouth of the well, or (2) when used by lessee off said land or in the
manafa sture of gasoline or other products, the market value, art the mouth of the well, of one-eighth of such gas and casinghead gas; (c) To pay lessor on all other inerals mined and
warken-d or utilized by lessee lrom sad land, one-teath ether in kind or value at 1he well or mine at lessee's election, except that on sulphur inined and marketed the royaity shall be one dollar
($1.00) per fong tore 1, at the expiration of the prumary tenn or at any tune or tunes thereafter, there is any well on said land or on lands with which said land or any portion thereof has been
pooled. capable of jreducing gas or any other mineral covered hereby. and all such wells are shut-in, this lease shall, nevertheless, continue in force as though operations were being conducted
on said land for so iony as said wells are shut-in. and thereafier this lease may be continued in force a5 if no shut-in had occurred. Lessee covenants and agrees to use reasonable diligence to
produce . utilize. or market the mmerals capable of being produced from said wells. but in the exercise of such diligence, lessee shall not be obligated to install or furnish facilities other than
well favilities and erdinacy kease facilities of flow lines, separntor, and lease tank, and shall not be required to scttle labor trouble or to market gas upon terms unacceptable to lessee. If, at any
time or tunes after the expiration of the primary term. all such wells are shut-in for a period of ninety consecutive days, and during such time there are no operations on said land, then at or
befare the expiration of said ninety day period. lessee shall pay or tender. by check or drafi of lessee, as royalty, a sum cqual to one dollar ($1.00) for each acre of land then covered hereby.
Lessee -hall make Ike payinents or tenders at or before the end of each anniversary of the expiration of said ninety day period if upon such anniversary this lease is being continued in force
solely I+ reason of 1he provisions of this sub-paragraph. Each such payment or tender shall be made to the partics who at the time of payment would be entitled to receive the royalties which
would L. paic under this lease if the wells were producing, or may be deposited to such parties credit in the

Bank at ,orits which shail continue
osionies. egardless of changes i the ownership of shut-in voyalty. I at any time that lessee pays or tenders shut-in royalty, two or more parties are, or claim to be, entitled to receive
ee may, m liew of any other method of payment herein provided, pay or tender such shut-in royalty, in the manner abave specified, either jointly to such parties or separately to each
m acen:dimee with their respective ownersiups thereof. as lessce inay elect. Any payment hereunder may be made by check or draft of lessee deposited in the mail or delivered to the party
entitled 1 receive payment or 1o @ depository bank provided for above on or before the last date for payment. Nothing herein shall impair lessee's right to release as pravided in poragruph §
hereol Ln the event of assignment of this lease i whole or in pan, liability for payment hereunder shall rest exclusively on the then owner or awners of this lease, severally s to acreage
owned w each

4. i essee 15 heweby granted the nel, at its option, to peol or unitize all or any part of said land and of this tease as to any or all mincrals or horizons thereunder, with other lands, lease or
leases, o poition o portions thereot. or wineral or honzan th der, 50 as to establish units ining not more than 80 surface acres plus 10% acreage tolcrance; provided, however, a unit
may be established ar an existing unit inay be enlarged to contain not more than 640 acres plus 10% acreage tolerance, if unitized only as to gas or only as to gas and liquid hydrocarbons
teouder.sate) which :ire not a ligmd in the subsurface reservorr. If larger units are required, under any governmental rule or order, for the drilling or aperation of a well at a regular location, or
for obturmny maxnuum allowable, trown any well to be drilled, drilling, or already drilled, any such unit may be established or enlarged, to conform to the size required by such governmental
order o e Lessce siiall exercise said option as to cach desired unit by executing an instrument identifying such unit and filing it for record in the public office in which this lease is recorded.
Fach o1 said option:. may be exercised by lessee from time to time, and whether before or after production has been established either on said land or on the portion of said land included in the
ut or e other land iminzed therewith and any such wnit may include any well to be drilled, being drilled or already 1 A unit blished h shall be valid and effective for all
pamoses of this lease even thaugh there may be land or imincral, royalty o leasehold interests in land within the unit which are not pooled or unitized. Any operations conducted on any part ot
such un.tized land shall be considered, for all purposes, except the payment of royalty, operations conducted under this lease. There shall be allocated to the land covered by this lease included
nany such uit thin proportion of the toial praduction of unitized ininerals from wells in the unit, after deducting any used in lease or unit operations, which the number of surface acres in the
Lt co ered by thi- lease ncluded in the umit bears to the total number of surface acres n the umt. The production so al} shall be id
dehvery of toyalty lingg royalty. and any other payments out of production, fo be the ennre production of unitized minerals from the portion of said land covered hereby and included in
such un.t in the same manuer as though produced from said land under the temms of this lease. The owner of the reversionary estate of any term royalty or minernl estate agrecs that the accrual
of royaries purswant to thus paragraph or of shut-in royalties from a well on the unit shall satisfy any limitati i

of term iring production of oil or gas. The formation of such unit shall not
have (- etfieer of changing the ownership of any shut-in producticn royalty which may become payable under this lease. Neither shall it impair the right of lessee to release from this Jease all
arauy | orven of saud land, except that lessce may not so release as to lands within a unit while there are operations thereon for unitized minerals ualess all pooled leases are released as to lands
vty e unil. Lessee may dissolve any unit established hereunder by filing for record in the public office where this lease is recorded a declaration to that effect, if at that time no operations
are heu:y canducted shereon for unitized minerals. Subject to the provisions of this paragraph 4, a unit once established hereunder shall remain in force so long as nny lease subject thereto shall
e .n Jorce. A nmt may be so established, modified or dissolved during the life of this lease.

S Lessec may at any time and from time to time execute and deliver to lessor or file for record a refease ot releases of this lease as to any part or all of said land or of any mineral or
horizon thereunder. and thereby be relieved of all oblhigations as to the released acreage or interest.

6. his 1s 2 PAID-UP LEASE. In consideration of the down cash payment, Lessor agrees that Lessee shall not be abligated except as otberwise provided herein, to or continue
am - op: rwons dwng the primary term. Whenever used in this lease the word “operations” shall mean operations for and any of the following: drilling, testing, completing, rewarking,
recomp eliy, deepeumy, plugging back ur repawring of’a well in search for or in an endeavor to obtain production of oil, gas, sulphur or other minerals, excavating a mine, production of oil,
ras. sulobw or ather nnneral, whether or not i paying quantities.

N see shatll have the use, fiee from royalty, of water, other than fiom lessor's waier wells, and of oil and gas produced from said land in all operations hereunder, Lessee shall have the
vight at ny tnne to zemove all machinery and fixtuses placed on said land. sncluding the nght to draw and remove casing. No well shall be drilled nearer than 200 feet to the house or barn now
on sud and withou thie consent of the lessor. Lessee shatl pay for dainages caused by its operations to growing crops and timber on said land.

8. fhe rights and estate of any party hereto inay be assigicd from time to time in whole or in pan and as to any mineral or horizon. All of the , obligations, and i ions of
s Iea . shall extend to and be bimding upon the parties hereto. their heirs, successors. assigns, and successive assigns. No change or division in the ownership of said land, royalties, or other
money:. or any pint thereot, howsoever effected, shall mcrease the obligations or diminish the rights of lessee, including, but not limited to, the location and drilling of wells and the
measursment of production. Notwithstanding any other acrual or constructive knowledge or notice thereof of or 10 lessee, its successors or assigns, no change or division in the ownership ot
said lan.l or of the nayalues, or othier moneys. or the right to receive the same, howsoever effected, shall be binding upon the then record owner of this lease until thirty (30) days after there has
been frmshed te such record owner at his or its principal place of business by lessor or lessor's heirs, successors, or assigns, notice of such change or division, supported by either ariginsls or
duly ce titied copies of the mstrwncims which have been properly filed for record and which evidence such change or division, and of such court records and proceedings, transcripts, or cther
docuni nts Il 'k necessary i the opinion of such record owner to establish the validity of such change or division. Ifany such change in ownership occurs by reason of the death of the
owner, essee may. evertheless, pay or tender such rovalties, or other moneys. or part thereof, to the credit of the decedent in a depository bank provided for above.

for ali purp including the payment or
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9 Inthe evens lessor considers that lessee has not with all its both express and implied, lessor shall notify lessee in writing, setting out specifically in what
tespects fessee has breached this conract. Lessee shall then have sixty (60) days after receipt of said notice within which ta meet or comnence to meet all or any pant of the breaches alleged
by lessar The service of said notice shall be precedent to the bringing of any action by lessor on said lease for any causc, and no such action shall be brought until the lapse of sixty (60) days
aller service of such notice on lessee. Neither the service of said notice nor the doing of any acts by lessec aimed 1o incet all or any of the alleged breaches shali be deemed an adiission or
presunsption that lessee has failed to perform all its obligations hereunder. Should it be asserted in any notice given to the lessee under the provisions of this paragraph that lessee has failed to
comply with any unphed abliganon or covenant hereof, this lease shall not be subject to cancellation for any such cause except after final judicial ascenainment that such failure exists and
lessee ias then been afforded a reasonable ime to prevent cancetlation by complying with and discharging its obligations as to which lessec has been judicially determined to be in default. 1t
this lease 1s canceled for any cause. it shall nevenheless remain in force and effect as to (1) suificient acreage around each well as to which there are operations to constitute a drilling or
maxunam allowible umt under applicable governmental regulations, (but i no event less that forty acres), such acreage to be designated by lessee as nearly as practicable in the fonn of a
square centered a the well, or 10 such shape as then existing spacing rules require: and (2) any part of said land included in a pooled unit on which there are operations. Lessee shalt also have
such easements on said land as arc necessary 10 operations on the acreage so retained

He Lessor herehy warrants and agtees to defend ttle to said Jand against the clauns of all persons whomsoever. Lessor's rights and interests hereunder shall be charged primarily with any
xes or other liens, or interest and other charges on said land, but lessor agrees that lessee shall have the right at any time to pay or reduce same for lessor, either before or after
and be subrogated to the rights of the holder thereof and to deduct amounts so paid from royalties or other payments payable or which tnay become payable to lessor and/or assigns
under 1lus Lessee 15 hereby given the right to acquire for its own benefit, deeds, leases, or assignments covering any interest or claim in said land which lessee or any other party
cantends i owtstanding and not covered hereby and even though such outstanding interest or claim be invalid or adverse to lessor. If this lease covers a less interest in the oil, gas, sulphur, or
ather miny m all or any part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or nat), or no interest therein, then the royattes, and
ather moneys aceruny from any part as to which this lease covers less than such fulf interest, shatl be paid only in the proportion which the interest therenn, if any, covered by this lease, bears
1o the vhole and wndivided fee simple estate therem.  All royalty interest covered by this lease (whether or not owned by lessor) shall be paid out of the royally herein provided. This lease
shall be biwding wpon cach party who executes it without regard 10 whether u is exccuted by all thase nained herein as lessor.

E while tas lease is w foree, . or after the expiration of the primary temn hereof. it is not being continued in torce by reason of the shut-in well provisions of paragraph 3 hereof, and
lessee s nor conducting operations on said land by reason of (1} any law, order, rule or regulation, (whether or not subsequently determined to be invalid) or (2) any other cause, whether
smlan or chssimlar, (except financial), beyond the reasonable control of lessee, the primary tenn hereof shall be extended until the first anmiversary date hereof occurring ninety (90) or inore
days fullowmg the removal of such delaying cause, and this lease may be extended thereatter by operations as if such delay had not occurved.

YESS WHEREOF. this wstrument is executed on the date first above written.

(SEAL)

(SEAL)

(SEAL)

(SEAL)

JOINT OR SINGLE ACKNOWLEDGMENT
(MISSISSIPPI-ALABAMA-FLORIDA)

STATE OF
COUNTY OF

| hereby certify, that on this day. before me, a NOTARY PUBLIC duly authorized in the state and county aforesaid to take
acknowledgments, personally apppeared

to me known to be the person(s) described in and who executed the foregeing instrument and he/she/they acknowledged before me that, being
informed of the contents of the same, he/she/they voluntarily signed and delivered the within and foregoing instrument on the day and year
therein mentioned.

Given under my hand and official seal, this day of JA.D.,
(Affix Seal)
(Title of Official)
My commission expires in and for County,

WITNESS ACKNOWLEDGMENT
(MISSISSIPPI-ALABAMA-FLORIDA)

STATE OF

COUNTY OF

I, a NOTARY PUBLIC in and for the aforesaid jurisdiction, hereby certify that
a subscribing witness to the foregoing instrument. known to me, appeared before me on this day, and being sworn, stated that

the grantor(s). having been informed of the contents thereof, voluntarily executed and delivered the same in his presence, and in the presence
of the other subscribing wilness, on the day the same bears date: that he attested the same in the presence of the grantor(s), and of the other
wilress. and that such other witness subscribed his name as a witness in his presence.

(subscribing Witness)
Given under my hand and official seal, this day of
(Affiy Seal)

(Title of Official)

My commission expires in and for County,
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EXHIBIT“C"
ACCOUNTING PROCEDURE
JOINT OPERATIONS

Atached 10 and made part
nnti'c(;rifﬁ?na Cmfﬁnpl-'.x lo'

I. GENERAL PROVISIONS

IF THE PARTIES FAIL TO SELECT EITHER ONE OF COMPETING “ALTERNATIVE" PROVISIONS, OR SELECT ALL THE
COMPETING “ALTERNATIVE" PROVISIONS, ALTERNATIVE 1 IN EACH SUCH INSTANCE SHALL BE DEEMED TO HAVE
BEEN ADOPTED BY THE PARTIES AS A RESULT OF ANY SUCH OMISSION OR DUPLICATE NOTATION.

IN THE EVENT THAT ANY “OPTIONAL" PROVISION OF THIS ACCOUNTING PROCEDURE IS NOT ADOPTED BY THE
PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR HANDWRITTEN INDICATION, SUCH PROVISION SHALL NOT

FORM A PART OF THIS ACCOUNTING PROCEDURE, AND NO INFERENCE SHALL BE MADE CONCERNING THE INTENT
OF THE PARTIES IN SUCH EVENT.

1. DEFINITIONS
All terms used in this Accounting Procedure shall have the following mcaning, unless otherwise expressly defined in the Agreement:
“Affiliate” means for a person. another person that controls. is controlled by, or is under common control with that person. In this
definition. (a) control means the ownership by one person, directly or indirectly, of more than fifty percent (50%) of the voting securities
of a corporation or. for other persons, the equivalent ownership interest (such as partnership interests), and (b) “person”™ means an

individual, corporation, partnership, trust, estate, unincorporated organization, association, or other legal entity.

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

“Controllable Material" means Material that, a1 the time of acquisition or disposition by the Joint Account, as applicable. is so classified
in the Material Classification Manual most recently reccommended by the Council of Petrolcum Accountants Societies (COPAS).

“Equalized Freight” means the procedure of charging transportation cost to the Joint Account based upon the distance trom the nearest
Railway Receiving Point to the property.

“Exciuded Amount™ means a specified excluded trucking amount most recently recommended by COPAS.

“Field Office™ means a structure, or portion of a structure, whether a temporary or permanent i the primary function of which is
to directly serve daily operation and maintenance activitics of the Joint Property and which serves as a staging arca for dircctly chargeable

field personnel.

“First Level Supervision” means those employces whose primary function in Joint Operations is the direct oversight of the Operator’s
field employees and/or contract labor directly employed On-site in a ficld operating capacity. First Level Supervision functions may
include, but are not limited to:

Responsibility for field cmployces and contruct labor engaged in activitics that can include field operations, maintenance,
construction, well remedial work, equipment movement and drilling
Responsibility for day-to-day direct oversight of rig opcrations

Responsibility for day-to-day direct oversight of construction operations

Coordination of job priorities and approval of work procedures

Responsibility for optimal resource utilization (equipment, Matcrials, personnet)

Responsibility for meeting production and field operating expense targets

Representation of the Parties in local matters involving ity, dors, regulatory agents and land: s, as an incidental
part of the supervisor's operating responsibilities

Responsibility for all emergency responscs with field staff

+ Responsibility for impl ing safety and envi I p

* Responsibility for field adh to pany policy

«+ Responsibility for cmployment decisions and performance appraisals for ficld personnel

+ Oversight of sub-groups for ficld functions such as electrical, safety. envirc . tel icati which may have group

or team leaders.

»Joint Account™ means the account showing the charges paid and credits received in the conduct of the Joint Operations that are to be

shared by the Parties, but does not include proceeds attributable to hydrocarbons and by-prodi produced under the Ag
»Joint Operations™ mcans all operations necessary or proper for the exploration, appraisal, dcvel prodi p
i repair, aband and re ion of the Joint Propenty.

COPYRIGHT © 2005 by Council of Pcirolcum Accountants Societies, Inc. (COPAS)
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“Joint Property™ means the real and personal propenty subject o the Agreement.

“Laws" means any laws, rules, regulations. decrees, and orders of the United States of America or any state thereof and all other
gover | bodies. agencics. and other authoritics having jurisdiction over or affecting the provisions ined in or the tr

contemplated by the Agreement or the Partics and their operations, whether such laws now exist or are hereafter amended, enacted,
promulgated or issued.

“Material” means personal property, equip supplies, or bles acquired or held for usc by the Joint Property.

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

»Offshore Facilities" means platforms, surfacc and subsea development and production systems, and other support systems such as oil and
gas handling facilitics, living quarters. offices, shops, cranes, electrical supply cquipment and systems, (uel and water storage and piping,
heliport, marine docking installations, communication facilities, navigation aids, and other similar facilities necessary in the conduct of
offshore operations, all of which are located offshore.

~Off-site" means any location that is not considered On-site as defined in this Accounting Procedure.

“On-site” means on the Joint Property when in direct conduct of Joint Operations. The term “On-site” shalt also include that portion of
Offshore Facilities, Shore Base Facilities, fabrication yards, and staging areas from which Joint Operations arc conducted, or other
facilities that directly control equipment on the Joint Property. regardless of whether such facilitics are owned by the Joint Account.

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

“Parties” means lcgal entities si
“Party.”

y to the Agl or their sors and assigns. Parties shall be referred to individually as

“Participating Interest" means the percentage of the costs and risks of conducting an operation under the Agreement that a Party agrecs.
or is otherwise obligaled. to pay and bear.

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

“Personal Expenses™ mcans reimbursed costs for travel and temporary living expenses.

“Rallway Recelving Point™ means the railhead nearest the Joint Property for which freight rates are published. even though an actual
railhcad may not exist.

“Shore Base Facilities™ means onshore suppon facilitics that during Joint Operations provide such services to the Joint Property as a
receiving and transshipment point for Materials: debarkation point for drilling and production personnel and services: communication,
scheduling and dispatching center: and other associated functions scrving the Joint Property.

“Supply Store" means a recognized source or cominon stock point for a given Material item.

“Technical Services” means services providing specific engineering, geoscience, or other professional skills, such as thasc performed by

Tl

engincers, geologists, geophysicists, and
Operations; provided, however, Technical Services shall not include those functions specifically identified as overhead under the second

required to handle specific operating conditions and problems for the benefit of Joint

ph of the introduction of Section Nl (Overhead). Technical Services may e provided by the Operator, Operator’s Affiliate, Non-

parag!

Operator, Non-Operator Affiliates. and/or third parties.
2, STATEMENTS AND BILLINGS

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

The Operator may make available to Non-Opcrators any statements and bills required under Scction 1.2 and/or Scction 1.3.A (Advances

h hei

internet

and Pavmenis by the Parties) via email, electronic data i or other equivalent electronic media in lieu of paper
copies. The Operator shall provide the Non-Operators instructions and any necessary infonnation to access and receive the statements and
bills within the timeframes specified herein. A statement or billing shall be deemed as delivered twenty-four (24) hours (exclusive of
weekends and holidays) after the Operator notifies the Non-Operator that the or billing is available on the website and/or sent via
email or electronic data interchange transmission. Each Non-Operator individually shall clect to reccive statements and billings
clectronically, if available from the Operator, or request paper copies. Such election may be changed upon thirty (30) days prior written
notice to the Operator.

COPYRIGHT © 2005 by Council of Pctroleum Accountants Societies, Inc. (COPAS)
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ADVANCES AND PAYMENTS BY THE PARTIES

Unless otherwise provided for in the Agreement, the Operator may require the Non-Operators to advance their share of the estimated
cash outlay for the succeeding month’s operations within fifteen (15) days afler receipt of the 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
reccived from the Non-Operators for such month. If a refund is due. the Operator shall apply the amount to be refunded to the
subsequent month’s billing or advance, unless the Non-Operator sends the Operator a written request for a cash refund. The Operator
shall remit the refund to the Non-Operator within fifteen (15) days of receipt of such written request.

Except as provided below. cach Party shall pay its proportionate share of all bills in full within M&JMSO) of receipt date. If
payment is not made within such time, the unpaid balance shall bear interest compounded monthly at the prime rate published by the
Wall Street Journal on the first day of each month the payment is delinquent, plus three percent (3%), per annum, or the maximum
contract rate permitted by the applicable usury Laws goveming the Joint Property, whichever is the lesser, plus attomey's fees, court
costs, and other costs in connection with the collection of unpaid amounts. If the Wall Street Journal ceases to be published or
discontinues publishing a prime rate, the unpaid balance shall bear interest compounded monthly at the prime rate published by the
Federal Reserve plus three percent (3%), per annum. Intercst shall begin accruing on the first day of the month in which the payment
was due. Payment shall not be reduced or delayed as a result of inquiries or anticipated credits unless the Operator has agreed.
Notwithstanding the foregoing, the Non-Operator may reduce payment, provided it fumishes d ion and cxplanation to the

Opcrator at the lime payment is made, to the extent such reduction is caused by:

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

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

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

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

4.  ADJUSTMENTS

A

Payment of any such bills shall not prejudice the right of any Party to protest or question the correctness thercof: however, all bills
and statements, including payout statements, rendered during any calendar year shall conclusively be presumed to be truc and corvect,
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 thercto making a claim for adjustment. The Operator shall provide a response
to ali written exceptions, whether or not contained in an audit report. within the time periods prescribed in Section 1.5 (Expenditure
Audits).

All adjustments initiated by the Operator, except those described in items (1) through (4) of this Section 1.4.B. are limited to the
twenty-four (24) month period following the end of the calendar year in which the original charge appeared or should have appeared
on the Operator’s Joint Account statement or payout statement. Adjustinents that may be made beyond the twenty-four (24) month
period are limited to adjustments resulting from the following:

(1) a physical inventory of Controllable Matcrial as provided for in Section V (/nventories of Controllable Material), or

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

(3) agovemment/regulatory audit, or

(4) a working interest hip or Partici

ing Interest

S.  EXPENDITURE AUDITS

A.

A Non-Operator, upon written notice 10 the Operator and all other Non-Operators. shall have the right to audit the Operator's
accounts and records relating to the Joint Account within the twenty-four (24) month period following the end of such calendar year in
which such bill was rendered; however. conducting an audit shall not extend the time for the taking of written exception to and the
adjustment of accounts as provided for in Section 1.4 (Adjustments). Any Party that is subject to payout accounting under the
Agreement shall have the right to audit the accounts and records of the Party responsible for preparing the payout statements, or of
the Party furnishing information to the Party responsible for preparing payout statements. Audits of payout accounts may include the
volumes of hydrocarbons produced and saved and proceeds reccived for such hydrocarbons as they pentain to payout accounting
required under the Agreement. Unless otherwise provided in the Agreement, audits of a payout account shall be conducted within the
twenty-four (24) month period foliowing the end of the calendar year in which the payout statement was rendered.

Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a joint audit in a
manner that will result in a minimum of inconvenience 10 the Operator. The Operator shall bear no portion of the Non-Operators”
audit cost incurred under this paragraph unless agreed to by the Operator. The audits shall not be conducted more than once each year
without prior approval of the Operator, except upon the resignation or removal of the Operator. and shall be made at the expense of

COPYRIGHT © 2005 by Council of Petroleum Accountants Socicties. Inc. (COPAS)
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those Non-Opcrators approving such audit.

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

A timely filed written exception or audit report containing writien exceptions (hereinafler “written exceptions™) shall, with respect to
the claims made therein, preclude the Operator from asserting a statute of limitations defense against such claims, and the Operator
hereby waives its right 10 assert any statute of limitations defensc against such claims for so long as any Non-Operator continucs to

comply with the deadlines for resolving exceptions provided in this A ing Procedure. If the Non-Ope s fail to comply with

the additional deadlines in Section 1.5.B or 1.5.C. the Operator’s waiver of its rights to assert a statute of limitations defense against
the claims brought by the Non-Operators shall lapse, and such claims shall then be subject to the applicable statute of limitations,
provided that such waiver shall not lapse in the event that the Operator has failed to comply with the deadlines in Section L.5.B or
1.5.C.

The Operator shall provide a written response to all exceptions in an audit report within one hundred eighty (180) days afier Opcrator
receives such report. Denied ptions should be ied by a sub iver if the Op fails to providc substantive

response to an exception within this one hundred cighty (180) day period. the Operator will owe interest on that exception or portion
thereof. if ultimately granted. from the date it reccived the audit report. Interest shall be calculated using the rate sct forth in Scction
1.3.B (Advances and Payments by the Parties).

The lcad audit company shall reply to the Operator's response to an audit report within ninety (90) days of receipt, and the Operator
shall reply to the lcad audit company’s follow-up responsc within nincty (90) days of reccipt; provided, however. each Non-Operator

shall have the right to represent itself if it disagrees with the lcad audit pany’s position or the lead audit company is not

adequately fulfilling its duties. Unless otherwise provided for in Section 1.5.E. if thc Operator fails 10 provide substantive response
to an cxception within this ninety (90) day period, the Operator will owe interest on that exception or portion thereof, if ultimately
granted. from the date it received the audit report. Interest shall be calculated using the rate set forth in Scction 1.3.B (Advances and
Payments by the Parties).

If any Party fails to mect the deadlines in Sections 1.5.B or 1.5.C or if any audit issues arc outstanding fiftcen (15) months after
Operator receives the audit report, the Operator or any Non-Operator participating in the audit has the right 10 call a resolution

meeting, as set forth in this Section 1.5.D or it may invoke the dispute resolution procedures included in the Ag if applicab)

PP

The wmeeting will require one month’s written notice to the Operator and all Non-Operators participating in the audit. The meeting
shall be held at the Operator's office or mutually agreed location, and shall be attended by representatives of the Partics with
authority 1o resolve such outstanding issues. Any Party who fails to atiend the resolution mecting shall be bound by any resolution
reached at the meeting, The lead audit company will make good faith efforts to coordinatc the response and positions of the
Non-Operator participants throughout the resolution process; however, cach Non-Operator shall have the right to represent itsclf.
Attendees will make good faith eftorts 10 resolve outstanding issues. and each Party will be required to present substantive information
supporting its position. A resolution meeting may be held as often as agreed to by the Parties. Issues unresolved at onc meceting may
be di d at sub ings until each such issue is resolved.

If the Agreement contains no dispute resolution procedures and the audit issues cannot be resolved by negotiation, the dispute shall
be submitted to mediation. In such event, promptly following one Party’s written request for mediation, the Partics to the dispute
shall choose a mutually acceptablc mediator and share the costs of mediation services equally. The Parties shall each have present
at the mediation at least one individual who has the authority to seule the dispute. The Parties shall imake reasonable cfforts to
cnsure that the mediation commences within sixty (60) days of the date of the mediation request. Notwithstanding the above. any
Party may file a lawsuit or complaint (1) if the Pantics arc unable afier reasonable efforts, to commence mediation within sixty (60)
days of the date of the mediation request, (2) for statutc of limitations reasons, or (3) to seek a pretiminary injunction or other
provisional judicial relicf. if in its solc judgment an injunction or other provisional rclicf is necessary to avoid irreparablc damage or
to preserve the status quo. Despite such action, the Partics shall continue to try to resolve the dispute by mediation.

O (Optional Provision - Forfeiture Penalties)

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

APPROVAL BY PARTIES

GENERAL MATTERS

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other Sections of this Accounting
Procedure and if the Agreement to which this Accounting Procedure is attached contains no contrary provisions in regard thereto, the

COPYRIGHT © 2005 by Council of Petroleum Accountants Societies, inc. (COPAS)
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Opcrator shall notify all Non-Operators of the Operator’s proposal and the agreement or approval of a majority in interest of the
Non-Operators shall be controlling on all Non-Operators.

This Section 1.6.A applies to specific situations of limited duration where a Party proposes to change the accounting for charges from
that prescribed in this Accounting Procedure. This provision does not apply to amendments to this Accounting Procedure, which are
covered by Section 1.6.B.

AMENDMENTS
If the Agreement to which this Accounting Procedurc is attached contains no contrary provisions in regard thereto, this Accounting

Procedure can be amended by an affirmative vote of ¢ Yy-or-more_ Parties, one of which is the Operator,
having a combined working interest of at Jeast fifty-one percent (__S1 %), which approval shall bc binding on all Partics,

provided. however, approval of at least onc ( 1) Non-Operator shall be required.

AFFILIATES

For the purpose of administering the voting procedures of Scctions 1.6.A and 1.6.B, if Parties to this Agreement are Affiliates of cach
other, then such Affiliates shall be combined and treated as a single Party having the combined working interest or Participating
Interest of such Affiliates.

For the purposes of administering the voting procedures in Scction 1.6.A. if a Non-Operator is an Afliliate of the Operator, votes
under Section 1.6.A shall require thc majority in interest of thc Non-Operator(s) afler cxcluding the interest of the Operator's

Affiliate.

1. DIRECT CHARGES

The Operator shall charge the Joint Account with the following items:
RENTALS AND ROYALTIES
Lease rentals and royalties paid by the Operator. on behalf of all Parties, for the Joint Operations.

LABOR

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

or cons ltnn1
(1) Operator’s ficld cmploycesl irectly employed On-site in the conduct of Joint Operations,

(2)  Operator's employees dircctly employed on Shorc Base Facilities. Offshore Facilitics, or other fucilities serving the Joint
Property if such costs are not charged under Section 1.6 (Equipment and Facilities Furnished by Operator) or are not a
function covered under Section 111 (Overhead).

or consul taF
(3) Opcrator” semployecs/ providing First Level Supervision,

or consultants
(4) Operator's employees / providing On-sitc Technical Services for the Joint Property if such charges are excluded from the
overhead rates in Section Iil (Overhead),
or copsultants N ) . .
(5) Operator’s cmployees / providing Oﬁ‘-snc Technical Services for the Joint Property if such charges are excluded from the
overhead rates in Section 111 (Overhead).

t f {7
Charges for the Operator’s employees identified in Section 11.2.A ma§"€c°.Ta" cyhrans or “L"su qg scrwces

Yreu-th fa-d ing-the-Op 3 salari £ih ) : Hio-iob.
s y P th 5-a £ 3 oy P pAisd BOYY .

las o

Charges for personnel chargeable under this Section 11.2.A who are forcign nationals shall not exceed comparable compensation paid
lo an cquivalent U.S. employee pursuant to this Section 11.2, unless otherwisc approved by the Parties pursuant to Section
1.6.A (General Matters).

Operator’s cost of holiday, vacation, sickness, and disability benefits, and other customary allowances paid to employces whose
salaries and wages arc chargcable to the Joint Account under Section 11.2.A. excluding severance payments or other termination
allowances. Such costs under this Section 11.2.B may be charged on a “when and as-paid basis™ or by “percentage assessment” on the
amount of salaries and wages chargeable to the Joint Account under Scction §1.2.A. If percentage assessment is used. the rate shall
be based on the Operator’s cost experience.

Expenditures or contributions made pursuant to assessments imposed by govemnmental authority that are applicable o costs
chargeable to the Joint Account under Sections 11.2.A and B.

COPYRIGHT © 2005 by Councit of Petrot A Societies, Inc. (COPAS)
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D. Personal Expenses of personnel whose salaries and wages are chargeable to the Joint Account under Section [1.2.A when the
expenscs are incurred in conncction with directly chargeable activities.

E. Reasonable relocation costs incurred in transferring to the Joint Propeny personnel whosc salarics and wages are chargeable to the
Joint Account under Section 11.2.A. Notwithstanding the foregoing, relocation costs that result from reorganization or merger of a
Party, or that are for the primary benefit of the Opcrator, shall not be chargeable to the Joint Account. Extraordinary rclocation
costs. such as those incurred as a result of transfers from remote locations, such as Alaska or overscas, shall not be charged to the
Joint Account unless approved by the Parties pursuant to Section 1.6.A (General Matters).

F.  Training costs as specified in COPAS MFI-35 (“*Charging of Training Costs to the Joimt Account”™) for personncl whose salaries and
wages are chargeable under Section 11.2.A. This training charge shall include the wagcs, salarics, training course cost, and Personal
Expenses incurred during the training session. The training cost shall be charged or allocated to the propeny or propertics directly
benefiting from the training. The cost of the training course shall not exceed prevailing commercial rates, where such rates are
available.

G. Operator’s current cost of established plans for employee benefits, as described in COPAS MFI-27 (“Employce Bencfits Chargeable
to Joint Operations and Subject to Percentage Limitation™), applicable to the Operator’s labor costs chargeable to the Joint Account
under Scctions 11.2.A and B based on the Operator’s actual cost not to exceed the cmployce benefits 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 [1.2.A.

MATERIAL

Matcrial purchased or fumished by the Operator for use on the Joint Property in the conduct of Joint Operations as provided under Section
1V (Matcrial Purchases. Transfers, and Dispositions). Only such Material shall be purchased for or transterred to the Joint Property as

diatc usc or is 1 bly practical and consistent with efficient and ecc ical ¢ The

p

may be required for i
of surplus stocks shall be avoided.

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

B. Transportation of Material between the Joint Property and another property, or from the Operator’s warchouse or other storage point
to the Joint Property. shall be charged to the receiving property using one of the methods listed below. “Transportation of 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) If the actual trucking charge is less than or equal 1o the Excluded Amount the Operator may charge actual trucking cost or a
theoretical charge from the Railway Receiving Point to the Joint Property. The basis for the theoretical charge is the per
hundred weight charge plus fuel surcharges from the Railway Receiving Point to the Joint Property . The Operator shall
consistently apply the sclected alicrnative.

(2) If the actual trucking charge is greater than the Excluded Amount, the Operator shall charge Equalized Freight. A ial
charges such as loading and unloading costs, split pick-up costs, detention, call out charges, and permit fees shall be charged
dircetly to the Joint Propenty and shall not be included when calculating the Equalized Freight,

SERVICES

The cost of contract services, equipment, and utilities used in the conduct of Joint Opcrati except for services, cqui and
utilities covered by Section 11} (Overhead), or Scction (1.7 (Affiliates), or excluded under Section 11.9 (Legal Expense). Awards paid to
contractors shall be chargeable pursuant to COPAS MF1-49 (“Awards to Employees and Contractors™).

The costs of third party Technical Services are chargeable to the extent excluded from the overhead rates under Section 111 (Overhead).

EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR

In the ab of a sey ly negotiated ag 1t, equipment and facilities furnished by the Operator will be charged as follows:
A. The Operator shall charge the Joint Account for usc of Opcrator-owned equipment and facilities, including but not limited to
production facilities, Shore Base Facilities, Offshore Facilities, and Field Oflices, at rates commensurate with the costs of ownership
and operation. The cost of Field Offices shall be chargeable to the extent the Ficld Offices provide direct service to personnel who
are chargeable pursuant to Section [1.2.A (Labor). Such rates may include labor, maintcnance, repairs, other operating expense,

insurance, taxes, depreciation using straight line depreciation method, and interest on gross in less lated depr
not to exceed twelve percent ( 12 %) per annum; provided, however, depreciation shall not be charged when the

COPYRIGHT © 2005 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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equipment and facilities investment have been fully depreciated. The rate may include an element of the cstimated cost for
abandonment, reclamation, and dismantlement. Such rates shall not exceed the average comumercial rates currently prevailing in the

imimediate area of the Joint Property.

B. In lieu of charges in Section 11.6.A above. the Operator may elect to use average commercial rates prevailing in the immediate arca
of the Joint Property, less twenty percent (20%). If equipment and facilities are charged under this Section 11.6.B, the Operator shall
adequately document and support commercial rates and shall periodically review and update the rate and the supporting
documentation. For automotive equipment, the Opcrator may elect to use rates published by the Petroleum Motor Transport
Association (PMTA) or such other organization recognized by COPAS as the official source of rates.

7. AFFILIATES

A—Charges—f Affiliate’ ds-andlor ices-used-in i iF AFE-or-athe herization-fi the-Non-O
T 3 2 U3 P o 3 P
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C.  The cost of the Affiliate’s goods or services shall not exceed average commercial rates prevailing in the area of the Joint Property,
unless the Operator obtains the Non-Operators’ approval of such rates. The Operator shall adequately document and support
commercial rates and shall periodically review and update the ratc and the supporting documentation; provided, however,
d ion of cc ial rates shall not be required if the Operator obtains Non-Operator approval of its Affiliate’s rates or
charges prior to billing Non-Operators for such Affiliaic’s goods and services. Notwithstanding the forcgoing, direct charges for
Affiliate-owned cc ication facilities or sy shall be made pursuant to Section 11.12 (Communications).

H-the-Ranties-fail-to-desi AOuUnt-SR-Sectk H.7-A H-7-B-in-each- th - d-ad -'k;‘_l]mn 'H

3 aF
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8. DAMAGES AND LOSSES TO JOINT PROPERTY

All costs or expenses nceessary for the repair or replacement of Joint Property resulting from damages or losses incurred, cxcept to the
extent such damages or losses result from a Party’s or Parties’ gross negli or willful sct, in which case such Party or Partics

q

shall be solely liable.

The Operator shall fumish the Non-Operator written notice of damages or losscs incurred as soon as practicabic after a rcport has been
received by the Operator.

9. LEGAL EXPENSE

Recording fees and costs of handling, settling, or otherwisc discharging litigation. claims, and liens incurred in or resulting from
operations under the Agreement, or necessary to protect or recover the Joint Property, to the extent permitted under the Agreement, Costs
of the Operator’s or Affiliate’s legal staff or outside attomeys. including fees and expenses. are not chargeable unless approved by the
Partics pursuant to Section 1.6.A (General Matters) or otherwise provided for in the Agreement.

Notwithstanding the foregoing paragraph, cosis for procuring abstracts, fees paid to outside attorncys for title examinations (including
preliminary, supplemental. shut-in royalty opinions, division order title opinions), and curative work shall be chargeable to the extent
penmitted as a direct charge in the Agreement.

10. TAXES AND PERMITS

All taxes and permitting fecs of every kind and nature, assessed or levied upon or in connection with the Joim Property. or the production
therefrom, and which have been paid by the Operator for the benefit of the Parties, including penalties and interest, except 1o the extent the
penalties and interest result from the Operator’s gross negligence or willful misconduct.

If ad valorem taxes paid by the Operator arc based in whole or in part upon separate valuations of cach Party’s working interest, then
notwithstanding any contrary provisions. the charges to the Parties will be made in accordance with the 1ax value generated by cach Party's
working interest.

COPYRIGHT © 2005 by Council of Petrol Accc Societies, Inc. (COPAS)
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Costs of tax consultants or advisors. the Operator’s einployees, or Operator’s Affiliate cmployces in matters regarding ad valorem or other
tax matiers, are not permitted as direct charges unless approved by the Parties pursuant to Scction 1.6.A (General Matlers).

1otad
p

provided the Non-Operator shall be allowed to review the invoices and other underlying source documents which served as the basis for
tax charges and to determinc that the correct amount of taxes were charged to the Joint Account. If the Non-Operator is not permitted 10
review such documentation, the salcs/usc tax amount shall not be dircctly charged uniess the Operator can conclusively document the
amount owed by the Joint Account.

Charges to the Joint Account resulting from sales/use tax audits, including ex and penaltics and interest, are permitted.

INSURANCE

Net premiums paid for insurance required (o be carried for Joint Operations for the protection of the Parties. I Joint Operations are
conducted at locations where the Opcrator acts as self-insurer in regard to its worker's compensation and employer’s liability insurance
obligation, the Operator shall charge the Joint Account manual rates for the risk assumed in its self-insurance program as regulated by the
jurisdiction governing the Joint Property. In the case of offshore operations in federal waters, the manual rates of the adjacent state shall be
used for personnel performing work On-site. and such rates shall be adjusted for offshore operations by- the U.S. Longshoreman and
Harbor Workers (USL&H) or Jones Act surcharge, as appropriate.

COMMUNICATIONS

Costs of acquiring, leasing, installing, operating, repairing. and maintaining communication facilitics or systems, inctuding satellite, radio
and microwave facilitics, between the Joint Property and the Operator’s office(s) directly responsible for field
with the provisions of COPAS MF1-44 (“Field Comp and C ication Systemns™). If the communications facilities or systems
serving the Joint Property are Opcrator-owned. charges to the Joint Account shall bc made as provided in Section 11.6 (Equipment and

in d

P

Facilities Furnished by Operator). If the communication facilitics or systems serving the Joint Property are owned by the Operator's
AfTiliate. charges to the Joint Account shall not exceed average commercial rates prevailing in the area of the Joint Property. The Operator
shall adequately document and support commercial rates and shall periodically review and update the rate and the supporting
documentation.

ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

Costs incurred for Technical Services and drafling to comply with ccological, environmental and safety Laws or standards recommended by
Occupational Safety and Health Administration (OSHA) or other regulatory authorities. All other labor and functions incurred for

ccological, environmental and safety matters. i g inistration. and permitting, shall be covered by Scctions 11.2
(Labor), I1.5 (Services), or Section Iil (Overhead), as applicablc.

Cosls to provide or have available pollution containment and removal equipment plus actual costs of control and cleanup and resulting
respousibilities of oil and other spills as well as discharges from penmitted outfalls as required by applicable Laws, or other poliution
containment and removal equipment decmed appropriate by the Opcrator for prudent operations, arc dircctly chargeable.

ABANDONMENT AND RECLAMATION

Costs incurred for aband and recl ion of the Joint Property, including costs required by lease agreements or by Laws.
OTHER EXPENDITURES
Any other expenditure not covered or dealt with in the foregoing provisions of this Section I} (Direct Charges), or in Section Il

(Overhead) and which is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the
Joint Operations. Charges made under this Section 11.15 shall require approval of the Parties. pursuant to Section 1.6.A (General Maters).

1il. OVERHEAD

As compensation for costs not specifically identified as chargeable to the Joint Account pursuant to Section Il (Direct Charges), the Operator
shall charge the Joint Account in accordance with this Section [11.

Functions included in the overhead rates regardless of whether perforined by the Operator, Operator’s Affiliates or third partics and regardless
of location, shail include, but not be limited to, costs and expenses of:

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

* design and drafting (except when allowed as a direct charge under Sections 11.13, 11L1.A(ii), and 111.2, Option B)
* inventory costs not chargeable under Section V (/nventories of Controllable Material)

*  procurement

* administration

* accounting and auditing

* gas dispatching and gas chart integration

COPYRIGHT © 2005 by Council of Petrol A Societies, Inc. (COPAS)
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human resources

management

supervision not directly charged under Section 11.2 (Labor)

legal services not dirccily chargeable under Section 11.9 (Legal Expense)

taxation, other than those costs identified as directly chargeable under Section 1L10 (Taxes and Permits)

preparation and monitoring of permits and certifications; preparing regulatory reports: appearances before or mectings with
governmental agencies or other authorities having jurisdiction over the Joint Property. other than On-sitc inspections; reviewing,
interpreting, or submitting comments on or lobbying with respect to Laws or proposed Laws.

Overhead charges shall include the salarics or wages plus applicable payroll burdens. benefits, and Personal Expenses of personnel performing

overhead functions. as well as office and other related expenses of overhead functions.

1. OVERHEAD—DRILLING AND PRODUCING OPERATIONS

As compensation for costs incurred but not chargeable under Section 1l (Direct Charges) and not covered by other provisions of this

Section Iii. the Operator shall charge on cither:

A.

4] (Alternative 1) Fixed Rate Basis, Section Il1.1.B.
O  (Alternative 2) Percentage Basis, Section I11.1.C.

TECHNICAL SERVICES

(i) Except as otherwise provided in Section I1.13 (Ecological Environmental. and Safety) and Section 111.2 (Overhead - Major
Construction and Catastrophe), ot by approval of the Partics pursuant to Section 1.6.A (General Matters), the salarics, wages,
related payroll burdens and benfits, and Personal Expenses for On-site Technical Services, including third party Technical
Services:

[ (Alternative 1 - Direct) shall be charged direct to the Joint Account.
[m] {Alternative 2 — Overhead) shall be covered by the overhead rates.

(ii) Except as otherwise provided in Section 1113 (£cological. Environmental. and Safety) and Scction 1112 (Overhead - Major
Construction and Catastrophe), or by approval of the Partics pursuant to Section 1.6.A (General Matters), the salarics. wages,
related payroll burdens and benefits, and Personal Expenscs for Off-site Technical Services, including third party Technical
Services:

O (Alternative 1 - All Overhead) shall be covered by the gverhead rates.

O (Alternative 2 - All Direct) shall be charged direct to the Joint Account.

J (Alternative 3 - Drilling Direct) shall be charged direct to the Joint Account, only to the extent such Technical Scrvices

are directly attributable to drilling, redrilling, deepening, or sidetracking opcrations, through complction, tcmporary

or aband if a dry hole. Off-site Technical Services for all other operations. including workover,
recompleti band of producing wells, and the construction or expansion of fixed assets not covered by Scction

1.2 (Overhead - Major Construction and Catastrophe) shall be covered by the overhead rates.

Notwithstanding anything to the contrary in this Section ill, Technical Services provided by Operator’s Affiliates are subject to limitations

st forth in Section 1.7 (Affiliates). Charges for Technical personnel performing non-technical work shall not be govemed by this Scction
111.1.A, but instead governed by other provisions of this Accounting Procedure relating to the type of work heing performed.

B. OVERHEAD—FIXED RATE BASIS

Q)]

2)

The Operator shall charge the Joint Account at the following rates per well per imonth:

Dritling Well Rate per month $_7,500.00 (prorated for less than a full month)

Producing Well Rate per month $__600.00
Application of Overhead—Drilling Well Rate shall be as follows:

(a) Charges for onshore drilling wells shail begin on the spud date and terminate on the date the drilling and/or completion
equipment used on the well is released, whichever occurs later. Charges for offshore and inland waters drilling wells shall
begin on the date the dritling or completion equipment arrives on location and terminate on the date the drilling or complcetion
equipment moves off location, or is released. whichever occurs first. No charge shall be made during suspension of drilling
and/or completion operations for fifteen (15) or mare consecutive calendar days.

COPYRIGHT © 2005 by Council of Petroleum Accountants Socicties. Inc. (COPAS)
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Charges for any well undergoing any type of workover. recompletion. and/or abandonment for a period of five (5) or more

consccutive work-days shall be made at the Drilling Well Rate. Such charges shall be applicd for the period from date
opcrations, with rig or other units used in operations, commence through date of rig or other unit releasc, except that no charges

shall be made during suspension of operations for fificen (15) or more consecutive calendar days.

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

(a) An active well that is produced, injected into for recovery or disposal, or used to obtain water supply to support opcrations for
any portion of the 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 cach completion is
considered a separate well by the governing regulatory authority.

(c) A onc-wel 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 111.1.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 purchascr. processor, or transporter 10 take production shall
be considercd as a one-well charge provided the gas well is dircctly connected to a permancnt sales outlet.

{€) Any well not meeting the criteria set forth in Sections 111.1.B.(3) (a), (b), (¢), or (d) shall not qualify for a producing overhead

charge.

(4) The well rates shall be adjusted on the first day of April each year following the cffective date of the Agreement; provided,

however, if this Accounting Procedure is attached (0 or otherwise governing the payout ing under a f

the

rates shall be adjusted on the first day of April each year following the cftective date of such farmout agreement. The adjustment
shall be computed by applying the adjustment factor most recently published by COPAS. The adjusted rates shall be the initial or

4 4 n

amended rates agreed to by the Parties i or d by the factor described herein, for
effective date of such rates. in accordance with COPAS MF1-47 (“Adjustment of Overhead Rates”).

C—OVERHEAD—PERCENTAGE-BASIS
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OVERHEAD-—MAJOR CONSTRUCTION AND CATASTROPHE

To compensate the Operator for overhead costs incurred in connection with a Major Construction project or Catastrophe, the Operator
shall either negotiate a rate prior to the beginning of the project, or shall charge the Joint Account for overhcad based on the following

.

rates for any Major Construction project in excess of the Operator’s expenditure limit under the Ag

or for any C

P

regardless of the amount. If the Agrcement to which this Accounting Procedure is attached does not contain an expenditure limit, Major

Construction Overhead shall be assessed for any single Major Construction project costing in excess of $100,000 gross.
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Major Construction shall mean the construction and installation of fixed asscts, the expansion of fixed assets, and any other project clearly
§ . . : . 1 \ P
discemible as a fixed asset required for the development and operation of the Joint Property, or in the lement, &
2 . ) . .
remova, and restoration of platforms, production equipment, and other operating facilities.
3
4 5 - . . .
Catastrophe is defined as a sudden calamitous event bringing damage, loss, or destruction to property or the environment, such as an oil
5 spill, blowout, cxplosion, fire. storm, hurricane, or other disaster. The overhead rate shall be applied 10 thosc costs necessary 1o restore the
[ . . .
, Joint Property to the equivalent condition that existed prior to the event.
R N . . .
° A.  Ifthe Operator absorbs the engineering, design and drafling costs related to the project:
:(‘J (1) ___3____ %oltotal costs if such costs are less than $100.000: plus
1
li 2) ___2  %ofotal costs in excess of $100.000 but less than $1,000,000; plus
14
s [&)] 1 % of total costs in excess of $1.000.000.
16 .. . . .
v B.  If the Operator charges engineering, design and drafiing costs related to the project dircctly to the Joint Account:
1%
10 N k] % of total costs if such costs are less than $100,000; plus
20 .
2 (2) ___2 ___ %oftotal costs in excess of $100,000 but less than $1,000,000; plus
22 .
2 3) 1 % of total costs in excess of $1,000,000.
24 X 5 . X
2 Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single Major
2% Construction project shall not be treated scparately, and the cost of drilling and workover wells and purchasing and installing pumping
” units and downhole artificial lift equipment shall be excluded. For Catastrophes, the rates shall be applied to all costs associated with cach
28 single occurrence or event.
29 . . . . .
10 On each project. the Operator shall advise the Non-Operator(s) in advance which of the above options shall apply.
3 . - . . . .
2 For the purposes of calculating Catastrophe Overhead, the cost of drilling relief wells, substitute wells. or conducting other well operations
1 directly resulting from the catastrophic cvent shall be included. Expenditures to which these rates apply shall not be reduced by salvage or
1 insurance recoveries. Expenditures that qualify for Major Construction or Catastrophe Overhcad shall not qualify for overhead under any
3 other overhead pravisions.
36
n In the event of any conflict between the provisions of this Section 111.2 and the provisions of Sections 11.2 (Labor), ILS (Services), or 1.7
3 (Affiliates), the provisions of this Section 11.2 shall govem.
39
0 3. AMENDMENT OF OVERHEAD RATES
41 . R . . PN .
2 The overhead rates provided for in this Section i1l may be amended from time to time if, in practice, the rates arc found to be insufficient
a or excessive, in accordance with the provisions of Section 1.6.B (Amendments).
a4
45
% 1V, MATERIAL PURCHASES, TRANSFERS, AND DISPOSITIONS
47 . . . . X
s The Opcrator is responsible for Joint Account Material and shall make proper and timely charges and credits for direct purchases, transfers, and
P dispositions. The Operator shall provide all Material for use in the conduct of Joint Operations; however, Material may be supplied by the Non-
5'0 Operators, at the Operator’s option. Material furnished by any Party shall be fumished without any express or implied warrantics as to quality,
5 fitness for use, or any other matter.
52
53 1. DIRECT PURCHASES
54 ) i i
s Direct purchases shall be charged to the Joint Account at the price paid by the Operator after deduction of all discounts received. The
'56 Operator shall make good faith cfforts to take di offered by suppliers. but shall not be liable for failure 10 take discounts except 10
57 the extent such failure was the result of the Operator’s gross negligence or willful misconduct. A direct purchasc shall be decmed to occur
s when an agreement is made between an Operator and a third party for the acquisition of Material for a specific well sitc or location.
o Material provided by the Opcrator under “vendor stocking programs.” where the initial use is for a Joint Property and title of the Matcrial
60 doces not pass from the manufacturer, distributor. or agent until usage, is considered a direct purchase. If Material is found to be defective
ol or is returned to the manufacturer. distributor, or agent for any other reason, credit shall be passed to the Joint Account within sixty (60)
. days afier the Operator has received adj; from the 2 . distributor, or agent.
63
64
65
06

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

]
2 A transter is determined 10 occur when the Operator (i) fumishes Material from a storage facility or from another operated property. (ii) has
: assumed liability for the storage costs and changes in value, and (iii) has previously secured and held title 1o the transferred Material.
Similarly. the removal of Material from the Joint Property to 2 storage facility or to another operated property s also considered 8 transfer;
: provided, however, Material that is moved from the Joint Property to a storage location for safe-kceping pending isposition may remain
, charged to the Joint Account and is not considered a transfer. Material shall be disposed of in accordance with Section 1V.3 (Disposition of
N Surplus) and the Agreement to which this Accounting Procedure is attached.
9
A.  PRICING
10
" The value of Material transferred to/from the Joint Property should gencrally reflect the market value on the date of physical transfer.
. Regardless of the pricing method used. the Operator shall make available to the Non-Operators sufficient documentation to verify the
1 . . . . .
: Material valuation. When higher than specification grade or size tubulars arc used in the conduct of Joint Operations, the Operator
14 . . . . . . . .
s shall charge the Joint Account at the equivalent price for well design specification tubulars, unless such higher specification grade or
. sized tubulars are approved by the Parties pursuant 10 Section 1.6.A (General Matters). Transfers of new Material will be priced
I: using one of the following pricing methods: provided, however, the Operator shall usc consistent pricing methods, and not altemate
18 between methods for the purpose of choosing the method most favorable to the Operator for a specific transfer:
19 . . . . . .
2 (1) Using published prices in effect on date of movement as adjusted by the appropriate COPAS Historical Price Multipticr (HPM)
n or prices provided by the COPAS Computcrized Equipment Pricing System (CEPS).
22 . . . .
" (a) For oil country tubulars and line pipe. the published price shall be based upon castem mill carload base prices (Houston,
;4 Texas, for special end) adjusted as of date of . plus transportation cost as defined in Section [V.2.B (Freight).
25 . . . . L . .
2 (b) For other Material, the published price shall be the published list price in effect at date of movement, as listed by a Supply
” Store nearest the Joint Property where like Matcrial is normally available. or point of manufacture plus transportation
28 costs as defincd in Section 1V.2.B (Freight).
29 .
50 (2) Based on a price quotation from a vendor that reflects a current realistic acquisition cost.
3 R L L . s .
1 (3) Based on the amount paid by the Operator for like Material in the vicinity of the Joint Property within the previous twelve (12)
3; months froin the date of physical ransfer.
34
3 (4)  As agreed to by the Participating Panies for Material being transferred to the Joint Property, and by the Parties owning the
1 Material for Material being transferred from the Joint Property.
37
B. FREIGHT
38
39 . . . . .
© Transportation costs shall be added to the Material transfer price using the method prescribed by the COPAS Computerized
o Equipment Pricing System (CEPS). If not using CEPS, transportation costs shall be calculated as follows:
a2 . . N . .
o (1) Transportation costs for oil country tubulars and line pipe shall be calculated using the d from eastemn mill 1o the
" Railway Receiving Point based on the carload weight basis as recommended by the COPAS MFI-38 (“Material Pricing
" Manual"} and other COPAS MFis in effect at the time of the transfer.
46
o (2) Transportation costs for special mill items shall be calculated from that mill's shipping point to the Railway Receiving Point.
& For transportation costs from other than eastern mills, the 30.000-pound interstate truck rate shall be used. Transportation costs
© for macaroni tubing shall be calculated based on the interstate truck rate per weight of tubing transferred to the Railway
Receiving Point.
50
51 . . .
0 (3) Transpontation costs for special end tubular goods shall be calculated using the interstate truck rate from Houston, Texas, to the
53 Railway Receiving Point.
54
s (4) Transponation costs for Material other than that described in Sections 1V.2.B.(1) through (3). shall be calculated from the
5 Supply Store or point of manufacture, whichever is appropriate, to the Railway Recciving Point
57 . . . 5 X X
s Regardless of whether using CEPS or manually calculating transportation costs. transportation costs from the Railway Receiving Point
5 to the Joint Property are in addition to the foregoing, and may be charged to the Joint Account based on actual costs incurred. All
o transportation costs are subject 1o Equalized Freight as provided in Section 11.4 ( Transportation) of this Accounting Procedure.
61
C. TAXES
62
63
6 Sales and use taxes shall be added to the Material transfer price using cither the method comtained in the COPAS Computerized
6 Equipment Pricing System (CEPS) or the applicable tax ratc in cffect for the Joint Property at the time and place of transfer. In either
6 case, the Joint Account shall be charged or credited at the rate that would have governed had the Material been a direct purchase.

COPYRIGHT @ 2005 by Council of Petrol A Societies, Inc. (COPAS)
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D. CONDITION

(N

3

4

(5

Condition “A™ ~ New and unused Material in sound and serviceable condition shall be charged at one hundred percent (100%)
of the price as determined in Sections IV.2.A (Pricing), IV.2.B (Freight), and IV.2.C (Taxes). Material transfered from the
Joint Property that was not placed in scrvice shall be credited as charged without gain or loss; provided, however, any unused
Material that was charged to the Joint Account through a direct purchase will be credited to the Joint Account at the original
cost paid less restocking fees charged by the vendor. New and unused Material transferved from the Joint Property may be
credited at a price other than the price originally charged to the Joint Account provided such price is approved by the Parties
owning such Material, pursuant to Section 1.6.A (General Matters). All refurbishing costs required or necessary to retum the
Material to original condition or to correct handling, transportation, or other damages will be borne by the divesting propeny.
The Joint Account is responsible for Material preparation, handling, and transportation costs for new and unused Material
charged to the Joint Property cither through a dircct purchase or transter. Any preparation costs incurred. including any intemal
or external coating and wrapping, will be credited on new Material provided these services were not repeated for such Material
for the receiving property.

Condition "B" - Used Material in sound and scrviceable condition and suitable for reuse without reconditioning shali be priced
by multiplying the price determined in Scctions IV.2.A (Pricing). IV.2.B (Freight), and 1V.2.C (Taxes) by seventy-five percent

(75%).

Except as provided in Section [V.2.1X(3). all reconditioning costs required to retur the Material to Condition "B" or to correct

ion or other d will bc bome by the divesting property.

¥ B

handling.

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

Unless otherwise agreed to by the Parties that paid for such Matcrial, used Material transferred from the Joint Property that was
not placed in service on the property shall be credited as charged without gain or loss.

Condition “C” ~ Material that is not in sound and serviceable condition and not suitable for its original function until after
reconditioning shall be priced by multiplying the price detennined in Sections IV.2.A (Pricing), IV.2.B (Freight), and 1IV.2.C
(Taxes) by fifty percent (50%).

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

Condition “D" ~ Material that (i) is no longer suitable for its original purpose but uscable for some other purposc. (ii} is
obsolete. or (iii) does not meet original specifications but still has value and can be used in other applications as a substitute for
items with different specifications, is considered Condition "D Material. Casing, tubing, or drill pipc used as linc pipe shall be
priced as Grade A and B seamless line pipe of comparable size and weight. Used casing, tubing, or drill pipe utilized as line
pipe shall be priced at used line pipe prices. Casing, tubing, or drill pipe used as higher pressure service lines than standard line
pipe. ¢.g., power oil lines, shall be priced under normal pricing procedures 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 credited
with the value of the service rendered or usc of the Material. or as agreed to by the Parties pursuant to Scction 1.6.A (General
Mauters).

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

E. OTHER PRICING PROVISIONS

n

(2)

Preparation Costs

Subject to Section Il (Direct Charges) and Scction 111 (Overhead) of this Accounting Procedure, costs incurred by the Operator
in making Material serviceablc including inspection, third party surveillance services, and other similar scrvices will be charged
to the Joint Account at prices which reflect the Operator’s actual costs of the services. Documentation must be provided to the
Non-Operators upon request to support the cost of service. New coating and/or wrapping shall be considered a component of
the Materials and priced in accordance with Sections IV.1 (Direct Purchases) or IV.2.A (Pricing), as applicable. No charges or
credits shall be made for used coating or wrapping. Charges and credits for inspections shall be made in accordance with

COPAS MFI-38 (“Material Pricing Manual™).

Loading and Unloading Costs

Loading and unloading costs related 1o the movement of the Material to the Joint Property shall be charged in accordance with
the methods specificd in COPAS MFI-38 (“Material Pricing Manual™).

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

Surplus Material is that Material, whether new or used, that is no longer required for Joint Operations. The Operator may purchase. but
shall be under no obligation to purchase, the interest of the Non-Operators in surplus Material.

Dispositions for the purpose of this procedure are considered (o be the relinquishment of title of the Matcrial from the Joint Property to
cither a third party, 2 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, trade, salc (0 a third party. division in kind, or
other dispositions as agreed to by the Parties.

Disposal of surplus Materials shall be made in accordance with the terms of the Agreement to which this Accounting Procedurc is
autached. If the Agreement contains no provisions goveming disposal of surplus Matenial, the following terms shall apply:

+  The Operator may, through a sale to an unrclated third party or entity, dispose of surplus Matcrial having a gross salc valuc that
is less than or equal to the Operator's expenditure limit as set forth in the Agreement to which this Accounting Procedure is
attached without the prior approval of the Parties owning such Material.

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

- Operator may purchase surplus Condition “"A™ or “B" Material without approval of the Parties owning such Material, based on
the pricing methods set forth in Section 1V.2 (Transfers).

+ Operator may purchase Condition “C" Material without prior approval of the Parties owning such Material if the valuc of the
Materials. based on the pricing methods set forth in Section IV.2 (Transfers), is less than or equal to the Operator’s expenditure
limitation set forth in the Agrcement. The Operator shall provide documentation supporting the classification of the Material as
Condition C.

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

4. SPECIAL PRICING PROVISIONS

A,

PREMIUM PRICING

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

SHOP-MADE ITEMS

Items fabricated by the Operator’s employecs, or by contract laborers under the direction of the Operator, shall be priced using the
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
scrup or junk account, the Material shall be priced at either twenty-five percent (25%) of the current price as determined in Section
IV.2.A (Pricing) or scrap value, whichever is higher. In no event shall the amount charged exceed the value of the item
commensurate with its use.

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

Section [V.2 (Transfers). Linc pipe converted 1o casing or tubing with casing or tubing couplings attached shall be priced as K-55/J-
55 casing or tubing at the nearest size and weight.

V. INVENTORIES OF CONTROLLABLE MATERIAL

The Operator shall maintain records of Controllable Material charged to the Joint Account, with sufficient detail to perform physical inventorics.

Adjustments to the Joint Account by the Operator resulting from a physical inventory of Controllable Matcrial shall he made within twelve (12)
months following the taking of the inventory or receipt of Non-Operator inventory report. Charges and credits for overages or shortages will be
valued for the Joint Account in accordance with Section V.2 (Transfers) and shall be based on the Condition “B” prices in effect on the date of
physical inventory unless the inventorying Pantics can provide sufficient evidence another Material condition applics.

COPYRIGHT © 2005 by Council of Petroleum Accountants Socicties. Inc. (COPAS)
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DIRECTED INVENTORIES

Physical inventories shall be performed by the Operator upon written request of a majority in working interests of the Non-Operators
(hereinaficr, “directed inventory™); provided, however, the Operator shall not be required to perform directed inventories more frequently
than once every five (5) years. Directed inventories shall be commenced within one hundred eighty (180) days after the Operator receives
written notice that a majority in intcrest of the Non-Operators has requested the inventory. All Partics shall be govemed by the results of
any directed inventory.

Expenses of dirccted inventories will be bome by the Joint Account; provided, however, costs associated with any post-report follow-up
work in settling the inventory will be absorbed by the Party incurring such costs. The Operator is expected to exercise judgment in keeping
cxpenses within rcasonable limits. Any anticipated disproportionate or extraordinary 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 ratc for each inventory person, representative of actual salarics, wages, and payroll burdens and benefits of the personnel
performing the inventory or a rate agreed to by the Parties pursuant to Section L6.A (General Matters). The per diem rate shall also
be applied to a reasonable number of days for pre-inventory work and report preparation.

B.  Actual transportation costs and Personal Expenses for the inventory 1cam.

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

A. OPERATOR INVENTORIES

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

B. NON-OPERATOR INVENTORIES

Subject to the terms of the Agreement to which this Accounting Procedure is attached. the No:\-Opcrélors may conduct a physical
inventory at reasonable times at their sole cost and risk after giving the Operator at least ninety (90) days prior written notice. The
Non-Operator inventory report shall be furnished to the Operator in writing within ninety (90) days of completing the inventory
fieldwork.

C. SPECIAL INVENTORIES

The expense of conducting inventories other than those described in Sections V.1 (Directed Inventories), V.2.A (Operator
Inventories), or V.2.B {Non-Operator Inventories), shall be charged 1o the Party requesting such inventory: provided. however,
inventories required due to a change of Operator shall be charged to the Joint Account in the same manner as described in Section
V.1 (Directed Inventories).

COPYRIGHT @ 2005 by Council of Petroleum Accountants Societies. Inc. (COPAS)
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EXHIBIT “D”
TO JOINT OPERATING AGREEMENT

INSURANCE REQUIREMENTS

The Operator shall carry the following minimum insurance to cover the risk of
accidents and/or damages to persons and/or property which may occur in the
course of operations conducted under this agreement, a proportionate part of the
premiums on such insurance, determined on some equitable basis consistent with

Operator’s accounting practice, to be charged to the Joint Account:

1. Worker’s Compensation Coverage — In compliance with the Applicable
Law of the states having jurisdiction over each cmployee and employer’s
liability coverage.

2. Employer’s Liability Insurance — Limits of not less than $1,000,000.

3. Com“})rehensive General Liability in the amount of $1,000,000 for injury
or 3™ party property damage per accident / occurrence.

4, Automobile Insurance in a minimum amount of $1,000,000 per
occurrence / accident.

5. Umbrella Liability in the minimum amount of $10,000,000 which
overlaps each of the above policies.

Operator Maintains Operator’s Expense Insurance including coverage for Cost
of Well Control for a Combined Single Limit of $10,000,000. Any Non-Operator
party to this agreement will be included in this insurance. Should a Non-
Operator elect not to participate in this insurance, th¢ Non-Operator must
acknowledge the election not to participate in writing.

In the event a Non-Operator elects not to participate in the Operator’s Insurance,
as outlined above, the Non-Operator, shall, prior to commencement of
operations, furnish Operator with a Certificate of Insurance therefore as evidence
that such insurance coverage is maintained by Non-Operator in amounts not less
than those maintained by the Operator.

Losses for which no insurance is required to be carried or in excess of the limits
set forth above, shall be borne by the parties in proportion to their respective
interests hercin and shall be charged to the Joint Account.

Non-Operators shall be named as additional insured for all insurance coverage
which Operator carries for the Joint Account, unless otherwise notified as stated
above.
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MODEL FORM RECORDING SUPPLEMENT TO
OPERATING AGREEMENT AND FINANCING STATEMENT

THIS AGREEMENT, entered into by and between AXIS ONSHORE, LP . hereinafier referred to as “Opcrator,” and the signatory
party or partics other than Operator, hereinafter referred to individually as “Non-Operator,” and collectively as “Non-Operators.”

WHEREAS, the partics to this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests in the land identified in Exhibit "A”
(said land, Leases and Interests being hereinafter called the “Contract Area”), and in any instance in which the Leases or Interests of a party are
not of record, the record owner and the party hercto that owns the interest or rights therein are reflected on Exhibit "A™;

WHEREAS, the parties hereto have executed an Operating Agreement dated APRIL,_ 27, 2009 (herein the “Operating
Agreement”), covering the Contract Area for the purpose of exploring and developing such lands, Leases and Interests for Oil and Gas; and

WHEREAS, the parties hereto have executed this agreement for the purpose of imparting notice to all persons of the rights and obligations of the
parties under the Opcrating Agreement and for the further purpose of perfecting those rights capable of perfection.

NOW, THEREFORE, in considcration of the mutual rights and obligations of the parties hereto, it is agreed as follows:

1. This agreement supplements the Opcrating Agreement, which Agreement in its entirety is incorporated herein by reference, and all torms
used herein shall have the meaning ascribed to them in the Operating Agreement.

2. The parties do hereby agree that:

A. The Oil and Gas Leases and/or Oil and Gas Interests of the pantics comprising the Contract Area shall be subject to and burdened with
the terms and provisions of this agrecment and the Operating Agreement, and the parties do hereby commit such Leases and Interests to
the performance thereof.

B. The exploration and development of the Contract Area for Oil and Gas shall be governed by the terms and provisions of the Operating
Agl as i d by this agy 1t

C. All costs and liabilities incurred in operations under this agreement and the Operating Agreement shall be borne and paid, and all
cquipment and materials acquired in operations on the Contract Area shall be owned, by the parties hereto, as provided in the Operating
Agreement.

D. Regardless of the record title ownership to the Oil and Gas Leases and/or Oil and Gas Interests identified on Exhibit “A,” all production
of Oil and Gas from the Contract Area shall be owned by the parties as provided in the Operating Agrcement; provided nothing
contained in this agreement shall be d d an assi OF Cross-assig of interests covered hereby.

E. Each party shall pay or deliver, or cause to be paid or delivered, all burdens on its share of the production from the Contract Area as
provided in the Operating Agreement.

F. An ovemiding royalty, production payment, net profits interest or other burden payable out of production hereafler created, assignments
of production given as security for the payment of money and those overriding royalties, production payments and other burdens
payable out of production herctofore created and defined as Subsequently Created Interests in the Operating Agreement shall be (i)
bome solely by the party whose interest is burdened therewith, (i) subject to suspension if a party is requircd to assign or relinquish to
another party an interest which is subject to such burden, and (iii) subject to the lien and secunity interest hereinafter provided if the
party subject to such burden fails to pay its share of expenses chargeable hercunder and under the Operating Agreement, all upon the
terms and provisions and in the times and manner provided by the Operating Agreement.

G. The Oil and Gas Leascs and/or Oil and Gas Interests which are subject hereto may not be assigned or transferred except in accordance
with those terms, provisions and restrictions in the Operating Agreement regulating such transfers.

This agreement and the Operating Agrecment shall be binding upon and shall inure to the benefit of the panies hereto, and their

respective heirs, devisees, legal representatives, and assigns, and the terms hereof shall be deemed to run with the leases or interests
included within the lease Contract Arca.

. The parties shall have the right to acquire an interest in renewal, extension and replacement leases, leases proposed to be surrendered,
wells pmposgd to be abandoned, and interests to be relinquished as a result of non-participation in subsequent operations, all in
accordance with the terms and provisions of the Operating Agreement.
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AXIS Onshore, LP

P. O. Box 507
Vidalia, Louisiana 71373
Office: 318-336-9881

July 6, 2009 Fax: 318-336-5167

Pryme Oil and Gas, Inc.
494 Bouldercrest Dr.
Marietta, GA 30064

Attn: Ryan Messer

RE: Missiana 18-11 #2
NE/4 SW/4, Section 18, TSN-R6E
Catahoula Parish, Louisiana
Dear Ryan,

Referenced is made to the above referenced well which Pryme Oil and Gas, Inc. (Pryme) is to
participate. Pryme’s participation in the drilling of this well is subject to the following terms and
conditions:

1.

Pryme Oil and Gas, Inc. will participate with a 25.00% working interest, before casing
point.

Pryme's interest will be subject to that certain unrecorded Farmout Agreement dated
July 2, 2009 by and between TriDimension Energy, LP/AXIS Onshore, LP (TRID/Axis),
as Farmor and Telluride Exploration, LLC, as Farmee.

. As per the terms of said Farmout Agreement, TRID/AXIS will deliver a 75% net revenue

interest Farmout to Telluride. TRID/AXIS will have a 12.50% “carried” working interest to
Casing Point. At Casing Point, Pryme's interest will be reduced from 25.00% to
21.875%.

Said well will be drilled, completed and operated under the terms and conditions of that
certain Joint Operating Agreement dated February 4, 2009 designating AXIS Onshore,
LP, as Operator, and North Larto Lake of lowa, LLC, as Non-Operator.

Upon execution of this Letter Agreement, Pryme Oil and Gas, Inc., hereby ratifies, adopts and
confirms the term and conditions of the February 4, 2009, Joint Operating Agreement,
designating AXIS Onshore, LP, as Operator and agrees to be bound by the terms and
conditions thereof.

Page 1
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Should the above be acceptable, please indicate so by executing one (1) original of this letter

and returning it to me.

Thank you for your cooperation.

Sincerely yours,

TRIDIMENSION ENERGY, LP
AXIS ONSHORE, LP

Jimmy Nugent
District Manager

AGREED TO AND ACCEPTED.

PRYME OIL A§D GAS, INC.

BY:
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November 5, 2009

Pryme Qil and Gas, Inc.
494 Bouldercrest Dr.
Marietta, GA 30064

Attn: Ryan Messer

RE: Participation Agreement
Saukum Prospect
Wilkinson County, Mississippi

When executed by you, it will evidence an agreement whereby Pryme Oil and Gas, Inc.
(PRYME) agrees to participate in the referenced prospect operated by AXIS Onshore, LP

(AXIS). The terms of this agreement are as follows:

I.  On or before November 15, 2009, AXIS shall drill a well (the initial well) in the above
Prospect at a location of its choosing in Section 31, T3N-R1E. Said well shall be
drilled to a depth sufficient to test the Wilcox Formation.

Il. Pryme agrees to participate in the drilling of the initial well in the above Prospect with a
25% working interest.

Il. Saukum Prospect shall be described as comprising the following described property
situated in Wilkinson County, Mississippi:

T3N-R1E
Section 31: SE/4 NW/4, SW/4 NE/4, S/2 NE/4 NW/4, S/2 NW/4 NE/4,

N/2 NE/4 SW/4 and N/2 NW/4 SE/4

IV. AXIS has secured an agreement with Griffin and Griffin Exploration, Inc. (G&G), the
leaseholder of the location of the initial well, whereby G&G will contribute the oil, gas
and mineral lease for a 28.57143% carried interest until casing point of the initial well
drilled.

V. Pryme hereby agrees to pay 25% of the cost of drilling the initial well to casing point
PLUS its proportionate share of the carried interest of G&G. Pryme's interest to
casing point, of the initial well, to be 28.57143%. Pryme’s interest after casing point
of the initial well will be 25%.
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VI. Pryme’s interest will be 25% in any subsequent wells drilled in Saukum Prospect.

VII.For the leasehold interests included in the Saukum Prospect, heretofore or subsequently
acquired by AXIS, Pryme shall pay to AXIS 25% of the actual cost incurred by AXIS
in securing the leasehold interests.

VIl Upon receipt of an Assignment of Oil and Gas Lease, AXIS will assign to Pryme an
undivided 25% interest in and to lease(s) covering land within the referenced
Prospect. The net revenue interest (NRI) assigned will be the same as received by

AXIS.

IX. All operations shall be governed by the Joint Operating Agreement by and between
AXIS Onshore, LP, as Operator and Griffin & Griffin Exploration, LLC, et al, as Non-
Operators designated as “Kelly Hill Prospect” heretofore executed by the parties
hereto.

X. This Participation Agreement shall cover those zones and horizons lying from the
surface of the Earth to the Base of the Wilcox Formation.

XI. Pryme will have the right, but not the obligation, to participate in with a 25% working
interest on any prospect defined on the acreage, including any extension, covered by

the JDA with G&G. Said 25% working interest will be subject to any carried interest
defined in the JDA with G&G.

Should you need any additional information, please do not hesitate to contact me.
Sincerely yours,

AXIS ONSHORE, LP

Jimmy Nugent
Division Manager

AGREED TO AND ACCEPTED
PRYME OIL AND GAS, INC.

BY:
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SCHEDULE 1

Schedule of Liens

Lien Schedule
Concordia Parish, Louisiana
Axis Onshore, LP (f/k/a/ Axis Onshore, LLC)

Claimant Amount Date of Field(s) Well(s) COB JOA
Owed Service(s) Bk/Pg Y/N
Vital Oil Well Services, LLC $6100.00 12/8/2009 | Lismore Beard 16-9 #001 well (serial no. 238101) in Section | 436/1007 Y
12/9/2009 | Landing 16, T6N, R7E
12/14/2009
12/15/2009
12/18/2009
12/21/2009
12/23/2009
12/24/2009
Vital Oil Well Services, LLC $6897.50 12/1/2009 | Pointe Breeze | 3200 FRIO RA SUC; Hodges C #4 well (serial no. 436/1031 Y
214961) in Section 11, TIN, R9E
Miss-Lou Oil Well Supply, LLC $442.24 12/18/2009 | Pointe Breeze | 3200 FRIO RA SUA; Hodges C #003 well (serial no. | 436/910 Y
214080) in Section 12, TIN, ROE
Miss-Lou Oil Well Supply, LLC $15519.08 12/1/2009 | Pointe Breeze | 3200 FRIO RA SUD; Hodges C #004 well (serial no. | 436/918 Y
: 12/3/2009 214961) in Section 11, TIN, ROE
12/2/2009
1/29/2010
1/31/2010
Miss-Lou Oil Well Supply, LLC $105.36 | 12/18/2009 Pointe Breeze | 3200 FRIO RA SUB; Hodges C #006 well (serial no. | 436/927 Y
: 217129) in Section 11, TIN, R9E
Miss-Lou Oil Well Supply, LLC $1045.96 | 12/4/2009 Pointe Breeze | 3200 FRIO RA SUA; Hodges C #003 well (serial no. | 436/929 Y
12/28/2009 214080) in Section 12, TIN, R9E; 3200 FRIO RA
SUA; Hodges C #006 well (serial no. 217129) in
Section 11, TIN, ROE
Miss-Lou Oil Well Supply, LLC $174.01 | 12/21/2009 Lismore Beard 16-9 #1 well (serial no. 238101) in Section 16, | 436/822 Y
Landing T6N, R7TE

e mmmn__ | uqiyx3 9seq 0L/2e/L0 pal4
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Northern District of Texas
Claims Register

10-33569-sgj11 Axis Onshore, LP
Judge: Stacey G. Jernigan ~ Chapter: 11

Office: Dallas Last Date to file claims: 07/28/2010
Trustee: Last Date to file (Govt):

Creditor: (13409000) Claim No: 51 Status:

Pryme Oil and Gas, Inc. Original Filed Filed by: CR

¢/o Winstead PC Date: 07/27/2010 || Entered by: Zarin, Gregory

Attn: R. Michael Farquhar Original Entered || Modified:

1201 EIm St., Ste. 5400 Date: 07/27/2010

Dallas, Texas 75270

Total

Unsecured claimed: $1890596.18

claimed: $1890596.18

History:
Details

51-1 07/27/2010 Claim #51 filed by Pryme Oil and Gas, Inc., total amount claimed:

$1890596.18 (Zarin, Gregory )

Description:

Remarks:

Claims Register Summary

Case Name: Axis Onshore, LP
Case Number: 10-33569-sgj11
Chapter: 11
Date Filed: 05/21/2010
Total Number Of Claims: 1

I uTotal Amount Claimed”Tota] Amount Allowedl
| Unsecured | $1890596.18 I |
| Secured “ ” ]
| Priority

| Unknown

|Administrative“ H ]
[ Total ||  $1890596.18 I $0.00 |




