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This Cause came on regularly for hearing before the Board of Oil, Gas and Mining (the

"Board") on Wednesday, July 25,2018, at 1:00 p.m., in the Auditorium of the Utah Department

of Natural Resources in Salt Lake City, Utah on Crescent Point Energy U.S. Corp.'s ("Crescent

Point" or 'sPetitionertt) Request for Agency Action (the o'Request"). The Board members

present and participating in the hearing were Chairman Ruland J. Gill, Jr., Chris D. Hansen, Carl

F. Kendell, Susan S. Davis, and Gordon L. Moon; Michael R. Brown and Richard Borden were

unable to attend.

IN THE MATTER OF THE REQUEST
FOR AGENCY ACTION OF CRESCENT
POINT ENERGY U.S. CORP. FOR AN
ORDER FORCE POOLING THE
INTERESTS OF ALL OWNERS
REFUSING TO AGREE TO LEASE
THEIR INTERESTS OR OTHERWISE
BEAR THEIR PROPORTIONATE
SHARE OF THE COSTS OF DRILLING
OPERATIONS FOR THE UTE TRIBAL
#2-I3-4.2F..H1 WELL IN THE
DRILLING UNIT ESTABLISHED BY
THE BOARD'S ORDER IN CAUSE NO.
131-150, COMPRISING SECTTON 13,
TOWNSHIP 4 SOUTH, RANGE 2 EAST,
u.s.M., AMONG OTHER LANDS,
WITHIN THE CENTRAL RANDLETT
AREA, UINTAH COUNTY, UTAH, FOR
THE PRODUCTION OF OIL AND GAS
FROM THE LOWER GREEN RIVER
AND WASATCH FORMATIONS.



Mitchell S. Maio, of Lear & Lear p.L.L.c., appeared on behalf of Crescent Point, and

Andrew Stone and Mark Ballard appeared as witnesses for Crescent Point.

Michael Begley, Assistant Attorney General, represented the Board; Meg Osswald,

Assistant Attorney General, represented the Utah Division of Oil, Gas and Mining (the

'oDivision"); and Dustin Doucet, Petroleum Engineer for the Division and John Rogers,

Associate Director (Oil and Gas) of the Division, participated in the hearing as well.

The Division filed a memorandum to address the Request's requested application of Utah

Code Ann. $ 40-6-6.5(12) because the Statute was newly adopted, has not yet been applied, and

does not yet have corresponding rules. Petitioners responded to the Division's concems

expressed by its memorandum by stipulation as expressed below. No other parties objected,

commented, or filed a timely response to Crescent Point's Request for Agency Action.

NOW THEREFORE, the Board, having fully considered the testimony and evidence

adduced at the hearing and being fully advised in the premises, unanimously makes and enters its

Findings of Fact, Conclusions of Law, and Order, as follows:

FINDINGS OF FACT

1. Crescent Point filed this Request for Agency Action (sometimes hereinafter the

"Request") to allocate costs for production, cost of plugging and abandoning the Well,

involuntarily pool those oil and gas interests not heretofore voluntarily pooled, and assess the

risk compensation award (nonconsent penalty), and to make other findings, as required by

section 40-6-6.5 of the Utah Code.
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2. The Board mailed notice of the hearing to interested parties on June 25,2018, and

caused notice to be published in the Deseret Morning News and The Salt Lake Tribune,

newspapers of general circulation in the State of Utah, on July 1, 2018, and in the Uintah Basin

Standard and the Vernal Express, newspapers of general circulation in Duchesne and Uintah

Counties, Utah, on July 3,2018.

3. Crescent Point mailed photocopies of the Request to the last known address,

where available, of all persons having legally protected interests in the subject matter of the

hearing by certified mail, return receipt requested, on or about June 4, 2018.

4. Pursuant to the Board's order dated June 6,2018, granting Crescent Point's Ex

Parte Motion to Serve Request for Agency Action by Publication, Crescent Point caused notice

of its Request and its offer to the Unknown Heirs of Allotment No. 687 MLrNC 125 - George

Utt Pow-A-Chits and the Unknown Heirs of Allotment No. 687 MUNC 1-A - Joseph Arrive to

lease or participate in development and operation of the Drilling Unit, as hereinafter defined, to

be published in the Uintah Basin Standard and the Vernal Express, newspapers of general

circulation in Duchesne and Uintah Counties, Utah, for two consecutive weeks in mid-June

201 8.

5. Crescent Point is a Delaware corporation in good standing, having its principal

place of business in Denver, Colorado. Crescent Point is duly qualified to conduct business in

the State of Utah, and is fully and appropriately bonded with all relevant Federal, Indian and

State of Utah administrative agencies.

6. Crescent Point is the operator of the Ute Tribal #2-13-4-28-HI Well (the

'6Well").
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7. The lands subject to the Request are described as:

Township 4 South. Range 2 East. U.S.M.

Section 13: ALL

(containing 640.00 acres, more or less)

(the "Subject Lands").

8. By its Order in Cause No. 131-150 dated May 1, 2017 (the ooSpacing Order"),

the Board established public land survey sectional drilling units (640-acre or substantially

equivalent) for the production ofoil, gas, and associated hydrocarbons from the Spaced Interval

and authorizing up to twelve (12) short lateral horizontal wells producing from the Spaced

Interval in each drilling unit with setbacks of no fewer than: (a) 330 feet laterally from the North

and South boundaries of the drilling unit; (b) 560 feet laterally from the East and West

boundaries of the drilling unit; and (c) 330 feet laterally from the producing interval of any

existing or future vertical, short lateral, or long lateral horizontal well within the drilling unit.

9. The sectional drilling unit for the Subject Lands encompasses 640.00 acres (the

66Drilling Unit").

10. The Spaced Interval for the Drilling Unit comprises the Lower Green

River/Wasatch formations, and is more particularly defined as:

That interval from the top of the Lower Green River Formation
(TGRr) to the base of the Green River-Wasatch Formation (top of
Cretaceous, which base is defined as the stratigraphic equivalent of the
Dual Induction Log depths of 16,720 feet in the Shell-Ute 1-1885
Well, located in the S/2NE/4, Section 18, Township 2 South, Range 5
West, U.S.M., and 16,970 feet in the Shell-Brotherson 1-1184 Well,
located in the S/2NE/4, Section 11, Township 2 South, Range 4 West,
u.s.M.).
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(the "Spaced Intervaloo). The formations are an easily-identifiable stratigraphic horizon

throughout the Uinta Basin.

11. The Subject Lands comprise private (fee), Indian tribal, and Indian allotted lands.

12. Crescent Point identified the names, last known addresses, and quantum of

interest of each person who has the right to drill into and produce from reservoirs in the Drilling

Unit (individually "Ownert' and collectively 6'Owners"), together with owners of other interests

in the Subject Lands, by commissioning a Drilling and Division Order Title Opinion from Utah

counsel, based upon that counsel's examination of the official records of the Uintah County

Recorder, Treasurer, and Clerk, and the real property records of the Bureau of Indian Affairs in

Fort Duchesne, Utah. Regarding persons for whom no address was disclosed by the title

records- the Unknown Heirs of Allotment No. 687 MLrNC 125: George Utt Pow-A-Chits and

the Unknown Heirs of Allotment No. 687 MUNC 1-A: Joseph Arrive-Crescent Point attempted

to identifu such addresses and potential heirs, successors, and assigns, by searching online

electronic databases customarily utilized in the oil and gas industry for such purposes and by

telephoning parties having similar last names to the same end.

13. Crescent Point sought voluntary pooling by sending to each Owner, at the

Owner's last known address of record, by Certified Mail, Retum Receipt Requested, a well

proposal letter offering to lease the Owners' respective interests in the Subject Lands if unleased

and, altematively, proposing the participation in the drilling of the Well (the "Well Proposal").

Included in the Well Proposal were a proposed oil and gas lease, an Authorization for

Expenditure for the Well, and an AAPL Form 610-1989, Model Form Operating Agreement

(Modified to Provide for Horizontal Wells) for the Drilling Unit (the "JOA"). Regarding those
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Owners for whom no address could be found, Crescent Point published notice of the Well

Proposal, as described in Finding 4, above.

14. Crescent Point has in all respects made a reasonable, good faith effort to bring

together the interests of each Owner, as required by Rule R649-2-9 of the Utah Administrative

Code.

15. Of the 191.49 acres that were the subject of the hearing, 190.74 acres have been

leased or otherwise voluntarily brought together for development and operation of the Drilling

Unit as of the date of the hearing, representing29.803125% of the entire 640-acre Drilling Unit.

An additional 448.51 acres (representing approximately 70.079687% of the entire 640-acre

Drilling Unit) are statutorily excluded from the determination of the royalty to be paid to non-

consenting owners because they are owned by the Tribe in its varying capacities or were leased

subsequent to the commencement of drilling operations for the Well. See Utah Code Ann.

$$ 40-6-6.s(6Xa)(D and -6.5(6)(bXD.

16. As of the date of the hearing, an undivided 0.75 acres (0.117188% of the Drilling

Unit) of privately owned lands in the Drilling Unit remained unleased.
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17. Owners who have voluntarily committed their interests to the common

development and operation of the Drilling Unit are:

OWNER UNIT OWIIERSHIP (%) STATUS

Crescent Point Energy U.S. Corp. 96.363580% Operator

Finley Production Co., LP 3.202063% Non-Operator

BDT Oil & Gas, LP 0.rc5563% Non-Operator

Grasslands Energy LP 0.105563% Non-Operator

Metcalfe Oil, LP 0.105563% Non-Operator

Total Consenting Owners: 99.882330%

(the'6Consenting Ownersn').

18. Owners who have not, as of the date of the hearing, voluntarily committed their

interests to the development and operation of the Drilling Unit are:

OWNER UNIT OWIIERSHIP % STATUS

The Unknown Heirs of
Allotment No. 687 MUNC
125 - George Utt Pow-A-
Chits

0.052083% Unlocatable

The Unknown Heirs of
AllotmentNo. 687 MTINC
l-A - Joseph Arrive

0.065586% Unlocatable

Total: 0.1t7669%

(the 6cNonconsenting Ownerst').

19. No Nonconsenting Owners filed a response or comment or appeared at the
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20. The reservoirs are fluvial and are discontinuous throughout the area and the

Spaced Interval.

21. Crescent Point commenced drilling operations for the Well in March 2017, and

completed the Well in late April2017; by May 29,2017, the Well began producing from the

Spaced Interval in the Subject Lands.

22. The Well is the first well drilled to and producing from the Spaced Interval in the

Subject Lands.

23. At the time the Well was drilled, the closest well to the bottom hole location was

more than I mile away, significantly reducing Crescent Point's well control in the area and,

accordingly, increasing the risk associated with drilling and completing the Well.

24. The Well is drilled into the Castle Peak formation which was, at the time of

drilling, a relatively unproven and geologically unreliable formation, in that only a handful of

wells had been completed into that formation in the entire Uinta Basin and that formation varies

greatly in thickness and quality. In addition, Crescent Point performed new and riskier

completion and fracturing techniques that significantly increased the risk associated with

completing and producing from the Well.

25. The terms and conditions of the Joint Operating Agreement ("JOA") admitted

into evidence at the hearing arejust and reasonable and are appropriate to govern the relationship

of the Owners, including the interests of the Nonconsenting Owners, to the extent that they are

consistent with this Order (see Finding 40 below for exceptions).

26. The acreage-weighted average landowner's royalty rate, not including the royalty

rates that may result from leasing Indian tribal and/or Indian allotted lands, is 18.104609%.
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27. An interest charge of the monthly prime rate at The Bank of Nova Scotia, New

York Agency, plus 1.0o , is just and reasonable, as provided in the JOA, Exhibit "C" (COPAS)

Art.3.B.

28. A charge of $75,000.00 for the estimated costs to plug and abandon the Well is

just and reasonable, as provided in testimony at the hearing, and the Nonconsenting Owners

should bear their proportionate share of those costs.

29. A monthly overhead or administrative charge of $10,000.00 per drilling well and

$1,000.00 per producing well is just and reasonable, as provided in the JOA, Exhibit o'C"

(COPAS) Art. III.A.

30. An order force pooling all unlocatable and nonconsenting mineral interests in the

Spaced Interval in the Subject Lands will promote the public interest, prevent waste, protect the

correlative rights of all owners, avoid the drilling of unnecessary wells, and promote the greatest

recovery of oil, gas, and associated hydrocarbons from the Subject Lands and the Spaced

Interval.

31. The Utah Legislature recently enacted Utah Code Ann. $ 40-6-6.5(12) (the

"Statute"), providing the following:

Except as otherwise provided by a rule made by the board in
accordance with Title 63G, Chapter 3, Utah Administrative
Rulemaking Act, the terms and conditions of the board's initial
order pooling all interests in a drilling unit, including the terms
and conditions of a joint operating agreement as adopted by the
board, shall apply to all subsequently drilled wells in the drilling
unit, except as modified by: (a) an accounting for actual costs
incurred for each subsequently drilled well in the drilling unit; (b)
an accounting for the consenting or nonconsenting status of the
owner of each subsequently drilled well in the drilling unit; and (c)
the board after the filing of and hearing upon a petition filed by an
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affected owner desiring a modification.

(emphasis added).

32. Crescent Point requested the Board apply the Statute and enter an Order "not only

applicable to the [Ute Tribal #2-13-4-28-H1] Well, but also to any future wells drilled upon the

Drilling Unit, provided that the requirements of Utah Code Ann. $ 40-6-6.5(12) and any other

implementing rules and regulations are satisfied."

33. The Statute is in effect and can be applied as written; however, the Statute has not

been the subject of rulemaking and has never been applied by the Board.

34. The application of the Statute is an issue of first impression for the Board, and the

Board desires to gather input from its constituents prior to implementing the Statute.

35. After discussion with counsel for the Division and the Board, Crescent Point

verbally withdrew the portion of its Request that seeks application of the Order "to any future

wells drilled upon the Drilling Unit, provided that any other implementing rules and regulations

are satisfied."

36. The Board requested the parties' input in addressing how the Board should craft

an Order that applies to any future well(s) Crescent Point seeks to have force pooled within the

Drilling Unit ("Future Wells").

37 . The parties stipulated that the ultimate determination of how the Order will apply

to Future Wells will be determined by either (1) procedures established during the rulemaking

process; or (2) in the absence of such procedures and rulemaking, according to the terms of the

Statute.
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38. Per the parties' stipulation, Crescent Point further reserves the right to appear

before the Board as to any material issue or conflict caused or created by the rulemaking process.

39. The Board adopted the stipulation of the parties regarding the application of the

Order to Future Wells.

40. The Board voted unanimously to grant the Request, with two minor adjustments

to the terms of the JOA: the recovery of surface costs will be limited to l00Vo of the costs

incurred; and the nonconsent penalty will be set at 300%.

CONCLUSIONS OF LAW

41. The Board has jurisdiction of the parties and of the subject matter of the Request

for Agency Action pursuant to section 40-6-5 of the Utah Code.

42. The Board gave due and regular notice of the time, place, and purpose of the

hearing to all interested parties as required by law and by the rules and regulations of the Board.

43. Crescent Point exercised good faith and acted reasonably in its efforts soliciting

the Nonconsenting Owners to lease or participate in the Well and to sign the JOA.

44. Crescent Point properly served all Owners entitled to notice of forced pooling of

Owners' interests in the Spaced Interval in the Subject Lands as required by law.

45. Crescent Point provided adequate notice and opportunity to respond to the

Nonconsenting Owners, sustained its burden of proof, demonstrated good cause, and satisfied all

legal requirements for granting the Request.

46. The Board's Spacing Order established, upon its entry, the correlative rights of

each Owner to production from a well producing from the Spaced Interval in the Drilling Unit.
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47. By their failure to respond and appear at the hearing after proper notice, the

Nonconsenting Owners are in default as provided in Rules R641-104-150 and R641-108-400 of

the Utah Administrative Code.

48. An award of 100%o of the Nonconsenting Owners' share of the cost of surface

equipment beyond the wellhead connections, including stock tanks, separators, treaters, pumping

equipment, and piping, as authorized by section 40-6-6.5(4XdXD(A) of the Utah Code, is just

and reasonable.

49. An award of 100% of the Nonconsenting Owners' share of the estimated $75,000

cost to plug and abandon the Well, as provided in section 40-6-6.5(4)(dXlXB) of the Utah Code,

is just and reasonable.

50. An award of 100% of the Nonconsenting Owners' share of the cost of operation

of the Well commencing with first production and continuing until the consenting owners have

recovered all costs, as authorized by section 40-6-6.5(4)(dXiXC) of the Utah Code, is just and

reasonable.

51. A risk compensation award (nonconsent penalty) of 300Yo of the Nonconsenting

Owners' share of the costs of staking the location, wellsite preparation, rights of way, rigging up,

drilling, reworking, recompleting, deepening or plugging back, testing, completing, and the cost

of equipment in the well to and including the wellhead connections, as authorizedby section 40-

6-6.5(4)(d)(iXD) of the Utah Code, is just and reasonable.

52. The terms of the JOA, including its appendices, are just and reasonable to the

extent that they are consistent with this Order.
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53. An interest rate of prime plus one percent (1%) monthly and monthly overhead or

administrative charges of $10,000.00 per drilling well and $1,000.00 per producing well, as

provided in the COPAS attached to the JOA, are just and reasonable.

54. The involuntary pooling of the Nonconsenting Owners' interests with those of the

Consenting Owners is just and reasonable and ensures that all Owners will receive their fair and

equitable share of production from the Well.

55. An order establishing involuntary pooling of unleased, unlocatable, ffid

nonconsenting oil and gas interests in the Spaced Interval in the Subject Lands will promote the

public interest, prevent waste, protect the correlative rights of all owners, avoid the drilling of

unnecessary wells, and promote the greatest recovery of oil, gas, and associated hydrocarbons

from the Spaced Interval in the Subject Lands.

56. Except as modified by applicable administrative rule(s), Crescent Point is entitled

to application of Utah Code Ann. $ 40-6-6.5(12) andthe relief provided therein as applied to and

any Future Well(s).

57. The parties' stipulation regarding the application of the Order to any Future Wells

is adopted.

58. This Order will apply to Future Wells: (1) only in accordance with the procedures

established during the rulemaking process; or (2) in the absence of such procedures and

rulemaking, according to the terms of the Statute.

ORDER

IT IS THEREFORE ORDERED based upon the Request, evidence adduced at the
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hearing, and the Findings of Fact and Conclusions of Law, hereinabove stated that:

A. Crescent Point's Request is granted as pleaded.

B. The interests of all parties subject to the jurisdiction of the Board, specifically

including the Consenting Owners and Nonconsenting Owners, in those portions of the Drilling

Unit comprising the 19I.49 acres of private lands (and expressly excluding any Tribal interests),

are hereby pooled retroactively to May 29 , 2017 , the date of first production in the Ute Tribal #2-

I3-4-28-Hl Well.

C. Operations on any portion of the Drilling Unit affecting the Spaced Interval shall

be deemed for all purposes to be the conduct of operation upon each separately owned tract in

the Drilling Unit, as provided in section 40-6-6.5(3)(a) of the Utah Code.

D. Production allocated or applicable to a separately owned tract included in the

Drilling Unit shall, when produced, shall be deemed for all purposes to have been produced from

that tract, as though the Well were upon it, as provided in section 40-6-6.5(3)(b) of the Utah

Code.

E. Each Owner shall pay for his allocated share of the costs incurred in the drilling

and operation of the Well, including, but not limited to, the costs of drilling, completing,

equipping, producing, gathering, transporting, processing, marketing, and the costs of storage

facilities, reasonable charges for the administration and supervision of operations, and other costs

customarily incurred in the industry, all to be govemed in accordance with the terms and

conditions of the JOA executed by the consenting parties, to the extent not otherwise inconsistent

with this Order.

F. With respect to the Well, Crescent Point is the Consenting Owner as that term is
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utilized in section 40-6-2(4) of the Utah Code.

G. With respect to the Well, the Unknown Heirs of Allotment No. 687 MUNC 125 -
George Utt Pow-A-Chits and the Unknown Heirs of Allotment No. 687 MUNC 1-A - Joseph

Arrive are the Nonconsenting Owner(s), as that term is utilized in section 40-6-2(ll) of the Utah

Code, and their interests are hereby involuntarily pooled into the Well.

H. The interests of the Nonconsenting Owners shall be deemed relinquished to the

Consenting Owner (as that term is utilized in section 40-6-2(4) of the Utah Code) during the

payout period for the Well, as provided in section 40-6-6.5(9) of the Utah Code.

I. The Consenting Owner (as that term is utilized in section 40-6-2(4) of the Utah

Code) shall own and be entitled to receive, subject to the Nonconsenting Owners' royalty

established by this Order, that share of production from the Well applicable to the

Nonconsenting Owners' interest in the Drilling Unit and, unless the Consenting Owner has

agreed otherwise, the Consenting Owner's proportionate part of the Nonconsenting Owners'

share of the production until costs are recovered, as provided in section 40-6-6.5(4)(d) of the

Utah Code.

J. The Nonconsenting Owners shall be entitled to receive, subject to the royalty

specified herein, the share of the production of the Well applicable to their interest in the Drilling

Unit after the Consenting Owner has recovered the following amounts from such Nonconsenting

Owners' share of production, less any cash contributions made by the Nonconsenting Owners:

(1) 100% of the Nonconsenting Owners' share of the cost of surface

equipment beyond the wellhead connections, including stock tanks, separators, treaters,
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pumping equipment, and piping, as provided in section 40-6-6.5(4)(dX1)(A) of the Utah

Code;

(2) 100% of the Nonconsenting Owners' share of the estimated cost to plug

and abandon the Well, as provided in section 40-6-6.5(4XdXlXB) of the Utah Code;

(3) 100% of the Nonconsenting Owners' share of the cost of operation of the

Well, commencing with first production and continuing until the Consenting Owners

have recovered all costs, as provided in section 40-6-6.5(4XdXlXC) of the Utah Code;

and

(4) A risk compensation award (nonconsent penalty) of 300oh of the

Nonconsenting Owners' share of the costs of staking the location, wellsite preparation,

rights-of-way, rigging up, drilling, reworking, recompleting, deepening or plugging back,

testing, and completing, and the cost of equipment in the Well, to and including the

wellhead connections, as provided in section 40-6-6.5(4XdXiXD) of the Utah Code.

(5) The Nonconsenting Owners' share of costs is that interest that would have

been chargeable to the Nonconsenting Owners had they initially agreed to pay their share

of the costs of the Well from the commencement of operations, as provided in section 40-

6-6.5(4)(d)(ii) of the Utah Code.

(6) In addition, a reasonable interest rate of prime plus 1%, in effect monthly

at The Bank of Nova Scotia, New York Agency, shall be imposed as provided in section

40-6-6.5(4XdXiiD of the Utah Code.

K. Each Nonconsenting Owner in the Drilling Unit shall receive as a royalty the

acreage-weighted average landowner's royalty based upon each leased fee and privately owned
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tract in the Drilling Unit---or 18.I04609o/o--proportionately reduced by the percentage of the

Nonconsenting Owner's interest in the Drilling Unit, as provided in section 40-6-6.5(6)(a)(i) of

the Utah Code.

L. The Nonconsenting Owners' royalty interest shall be (and has been) determined

prior to commencement of drilling, and shall be paid from the production attributable to each

tract until the Consenting Owner shall have recovered the costs identified in this Order, as

provided in section 40-6-6.5(6)(b) of the Utah Code.

M. The Consenting Owner shall pay any royalty interest or other interest in the tract

not subject to the deduction of the costs of production from the production attributable to that

tract, as provided in section 40-6-6.5(5) of the Utah Code.

N. The operator of the Well shall furnish each of the Nonconsenting Owners with

monthly statements specifying costs incurred, the quantity of oil or gas produced, and the amount

of oil and gas proceeds realized from the sale of the production during the preceding month, as

provided in section 40-6-6.5(8) of the Utah Code.

O. Upon payout of the Well, as provided in section 40-6-6.5(4)(d) of the Utah Code,

the Nonconsenting Owners'relinquished interests in the Well shall automatically revert to them,

and the Nonconsenting Owners shall from that time forward own the same interest in the Well

and the production from it, and shall be liable for the further costs of operation, as if such owners

had participated in the initial drilling and completion operations, as provided in section 40-6-

6.5(9)(a)-(b) of the Utah Code. Such costs shall be payable out of production unless otherwise

agreed between the Nonconsenting Owners and the operator of the Well, as provided in section

40-6-6.5(9Xc) of the Utah Code.
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P. Upon payout of the Well, as provided in section 40-6-6.5(4)(d) of the Utah Code,

the Nonconsenting Owners' royalty interest shall be merged back into the Nonconsenting

Owner's working interest and shall be extinguished, as provided in section 40-6-6.5(7) of the

Utah Code.

a. Payout occurs when the Consenting Owners have recouped from the

Nonconsenting Owners the costs and expenses of drilling and completing the Well, together with

the risk compensation award (nonconsent penalty) and interest, as provided for in this Order and

in sections 40-6-6.5(4)(d) and 40-6-6.5(9) of the Utah Code.

R. In any circumstance when any Nonconsenting Owner has relinquished his share

of production to the Consenting Owner or at any time fails to take his share of production in-kind

when he is entitled to do so, that Nonconsenting Owner is entitled to (1) an accounting of the oil

and gas proceeds applicable to his relinquished share of production and (2) payment of the oil

and gas proceeds applicable to that share of production not taken in-kind, net of costs, as

provided in section 40-6-6.5(10) of the Utah Code.

S. Utah Code Arm. $ 40-6-6.5(12) applies to the Order, including any subsequently

promulgated rules and procedures derived from the administrative rule-making process, and

Crescent Point is entitled to the relief provided therein with respect to any Future Wells.

T. The Order will apply to Future Wells according to one of the following: (1)

procedures established during the rulemaking process; or (2) in the absence of such procedures

and rulemaking, according to the terms of the Statute.

U. The Board has considered and decided this matter as a formal adjudication,

pursuant to the Utah Administrative Procedures Act, see Utah Code $ 63G-4-204 through -208,
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and the Rules of Practice and Procedure before the Board of Oil, Gas and Mining, see lJtah

Administrative Code R641, et. seq.

V. The Findings of Fact, Conclusions of Law, and Order (the "Order") are based

exclusively upon evidence of record in this proceeding or on facts officially noted, and

constitutes the signed written order stating the Board's decision and the reasons for the decision,

as required by the Utah Administrative Procedures Act, see Utah Code $ 63G-4-208, and the

Rules of Practice and Procedure before the Board of Oil, Gas and Mining, see Utah

Administrative Code R641-109, and constitutes a final agency action as defined in the Utah

Administrative Procedures Act and Board rules.

W. Notice of Right of Judicial Review by the Supreme Court of the State of

Utah. The Board hereby notifies all parties to this proceeding that they have the right to seek

judicial review of this Order by filing an appeal with the Supreme Court of the State of Utah

within 30 days after the date this Order is issued. See Utah Code $ 63G-4-208(lX0; Id. S 63G-

a-401(3)(a).

X. Notice of Right to Petition for Reconsideration. As an altemative, but not as a

prerequisite, to judicial review, the Board hereby notifies all parties to this proceeding that they

may apply for reconsideration of this Order. See Utah Code $ 63G-4-302. In pertinent part, the

Utah Administrative Procedures Act provides:

(1) (a) Within 20 days after the date that an order is issued for
which review by the agency or by a superior agency under Section
63G-4-301 is unavailable, and if the order would otherwise
constitute final agency action, any party may file a written request
for reconsideration with the agency, stating the specific grounds
upon which relief is requested.
(b) Unless otherwise provided by statute, the filing of the request is
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not a prerequisite for seeking judicial review of the order.
(2) The request for reconsideration shall be filed with the agency
and one copy shall be mailed to each party by the person making
the request.
(3Xa) The agency head, or a person designated for that pu{pose,
shall issue a written order granting the request or denying the
request.
(b) If the agency head or the person designated for that purpose
does not issue an order within 20 days after the filing of the
request, the request for reconsideration shall be considered to be
denied.

Id.

The Rules of Practice and Procedure before the Board of Oil, Gas and Mining entitled

"Rehearing and Modification of Existing Orders" states:

Any person affected by a final order or decision of the Board may
file a petition for rehearing. Unless otherwise provided, a petition
for rehearing must be filed no later than the 10th day of the month
following the date of signing of the final order or decision for
which the rehearing is sought. A copy of such petition will be
served on each other party to the proceeding no later than the l5th
day of that month.

Utah Admin. Code R641-110-100.

The Board hereby rules that, should there be any conflict between the deadlines provided

in the Utah Administrative Procedures Act and the Rules of Practice and Procedure before the

Board of Oil, Gas and Mining, the later of the two deadlines shall be available to any party

moving to rehear this matter. If the Board later denies a timely petition for rehearing, the

aggrieved party may seek judicial review of the order by perfecting an appeal with the Utah

Supreme Court within 30 days thereafter.

Y. The Board retains exclusive and continuing jurisdiction of all matters covered by

this Order and of all parties affected thereby; specifically, the Board retains and reserves

20



exclusive and continuing jurisdiction to make further orders as appropriate and authorized by

statute and applicable regulations.

The Chairman's signature on a facsimile copy of this Order shall be deemed the

equivalent of a signed original for all purposes.

ENTERED this 4th day of October,2018.

STATE OF UTAH
BOARD OF OIL, GAS AND MINING

J. Gill Jr
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CERTIFICATE OF SERVICE

I hereby certify that on this 10th day of October, 2018, I caused a true and correct copy of

the foregoing FINDINGS OF FACT, CONCLUSION OF LAW, AND ORDER for Docket No.

2018-011, Cause No. 131-155, to be mailed with postage prepaid, via E-mail, or First Class

Mail, to the following:

Lear & Lear P.L.L.C.
Mitchell S. Maio
Ginger L. Utley
808 E. South Temple St.
Salt Lake City, UT 84102
Email : mitch.maio@learlaw.com

ginger law.com
Attorneys for Crescent Point Energt
U.S. Corp.

Steven F. Alder
Emma Whitaker
Utah Attorney General's Office
Natural Resources Division
1594 W. North Temple, Suite 300
Salt Lake City, UT 84116
Email : stevealder@agutah. gov

ewhitaker@agutah.gov
Assistant Attorneys General representing the
Division of Oil, Gas and Mining

Bureau of Indian Affairs, as Trustee
P.O. Box 130

Ft. Duchesne, UT 84026

Bureau of Land Management
Vernal Field Office
170 S. 500 E.
Vernal, UT 84078

Petitioner's Address:
Crescent Point Energy U.S. Corp
Andrew Stone
555 17th St., Suite 1800
Denver, CO 80202

Michael Begley
Utah Attorney General's Office
Natural Resources Division
1594 W. North Temple, Suite 300
Salt Lake City, UT 84116
Email: mbegley@agutah. gov
As s istant Attorney General's Offi ce
representing the Board of Oil, Gas and
Mining

BLM Utah State Office
440 West 200 South, Suite 500
Salt Lake City, UT 84101-1345

Bureau of Indian Affairs
P.O. Box 130

Ft. Duchesne, UT 84026

22



United States of America,
Trustee for the Ute Indian Tribe
P.O. Box 70
Fort Duchesne, UT 84026

United States of America, Trustee for the Ute
Distribution Corporation
P.O. Box 696
Roosevelt, UT 84066

Stonegate Resources, LLC
4994East Meadows Drive
Park City, UT 84098

Max B. Cook and Pete Earnest Cook, joint
tenants
2483 South 1500 East
Ballard, UT 84066

Brent Bastian and Leah Bastian, joint tenants
2467 South 1500 East
Ballard, UT 84066

Heirs of Allotment No. 687 MUNC 1-A: -
Joseph Arrive
Uintah and Ouray Agency
P.O. Box 91066
Prescott, AZ 86304-91 16

[Undeliverable]

Finley Production Co., LP
1308 Lake Street
Ft. Worth, TX76I02

Paul L. Atwood and Elaine C. Atwood,
trustees of the Atwood Family Trust dated
February 25,2010
HC 65 Box 55
Bluebell, UT 84007

Goosneck,Inc.
1589 N 1200 E
Heber City, UT 84032

Oberhansly Ranch, LLC
HC 66 Box 45
Neola, UT 84053-9601

IUndeliverablel

Heirs of Allotment No. 687 MUNC 1 1: -
Jones Eggleston
Uintah and Ouray Agency
P.O. Box 91066
Prescott, AZ 86304-91 I 6

[Undeliverablel

Heirs of Allotment No. 687 MUNC 125 -
George Utt Pow-A-Chits
Uintah and Ouray Agency
P.O. Box 91066
Prescott, AZ 86304-9116

IUndeliverable]

Crescent Point Energy U.S. Corp
555 lTth St. Suite 1800
Denver, CO 80202

BDT Oil & Gas, LP
1308 Lake Street
Ft. Worth, TX76I02
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Grasslands Energy LP
1308 Lake Street
Ft. Worth, TX76102

Metcalfe Oil, LP
1308 Lake Street
Ft. Worth, TX76102
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OPERATING AGREEMENT 

2 THIS AGREEMENT, entered into by and between ___ C"""'RE"""S"'E""'N'""T'"'P'-'0"'-I"'-N-'-'T"---"E""N""E"'R"'G~Y_,U"'.""S...:. C,_O~RP"'-'-. ______ _ 
3 hereinafter designated and referred to as "Operator," and the signatory party or parties other than Operator, sometimes 

4 hereinafter referred to individually as "Non-Operator," and collectively as "Non-Operators." 

5 WITNESSETH: 

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

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

8 and Gas Interests for the production of Oil and Gas to the extent and as hereinafter provided, 

9 NOW, THEREFORE, it is agreed as follows: 

10 ARTICLE I. 

II DEFINITIONS (see Article XVI for additional definitions) 

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

13 A. The tem1 "AFE" shall mean an Authority for Expenditure prepared by a party to this agreement for the purpose of 

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

15 B. The term "Completion" or "Complete" shall mean a single operation intended to complete a well as a producer of Oil 

16 and Gas in one or more Zones, including, but not limited to, the setting of production casing, perforating, well stimulation 

17 and production testing conducted in such operation. 

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

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

20 Interests are described in Exhibit "A." 

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

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

23 lesser. 

24 E. The terms "Drilling Party" and "Consenting Party" shall mean ·a party who agrees to join in and pay its share of the 

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

26 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 

27 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 

28 established by the pattern of drilling in the Contract Area unless fixed by express agreement of the Drilling Parties. 

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

30 located. 

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

32 I. The term "Non-Consent Well" shall mean a well in which less than all parties have. conducted an operation as 

33 provided in Article VI.B.2. 

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

35 proposed operation. 

36 K. The term "Oil and Gas" shall mean oil, gas, casinghead gas, gas condensate, and/or all other liquid or gaseous 

3 7 hydrocarbons and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is 

38 specifically stated. 

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

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

41 M. The terms "Oil and Gas Lease," "Lease" and "Leasehold" shall mean the oil and gas leases or interests therein 

42 covering tracts of land lying within the Contract Area which are owned by the parties to this agreement. 

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

44 Completion in a shallower Zone. 

45 0. The term "Recompletion" or "Recomplete" shall mean an operation whereby a Completion in one Zone is abandoned 

46 in order to attempt a Completion in a different Zone within the existing well bore. 

47 P. The term "Rework" shall mean an operation conducted in the wellbore of a well after it is Completed to secure, 

48 restore, or improve production in a Zone which is currently open to production in the wellbore. Such operations include, but 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

are not limited to, well stimulation operations but exclude any routine repair or maintenance work or drilling, Sidetracking, 

Deepening, Completing, Recompleting, or Plugging Back of a well. 

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 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 otherwise clearly indicates, words used in the singular include the plural, the word "person" includes 

-1-
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natural and artificial persons, the plural includes the singular, and any gender includes the masculine, feminine, and neuter. 

2 ARTICLE II. 

3 EXHIBITS 

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

5 ___x__ A. Exhibit "A," shall include the following information: 

6 (1) Description oflands subject to this agreement, 

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

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

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

I 0 (5) Oil and Gas Leases andler Oil and Gas Interest5 subject to this agreement. 

11 (6) Burdens on production. 

12 Exhibit "B," Forni of Lease. _ X_ B. 

13 Exhibit "C," Accounting Procedure. _X_ C. 

14 Exhibit "D," Insurance. _X_ D. 

15 Exl1ibit "E," Gas Balancing Agreement. _X_ E. 

16 Exhibit "F," Non-Discrimination and Certification ofNon-Segregated Facilities. _X_ F. 

G. 17 Exhibit "G," Til* Partnership. 

18 Other: Memorandum of Operating Agreement _X_ H. 

19 

20 
21 

22 

23 
24 

25 

26 
27 

28 

29 
30 

31 

32 

33 

34 

35 
36 
37 

38 
39 

40 
41 

42 

43 

44 

45 

46 

47 
48 

49 
50 

51 

52 

53 
54 

55 

56 

57 

58 
59 

60 
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If any provision of any exhibit, except Exhibits "E," "F" and "G," is inconsistent with any provision contained in 

2 the body of this agreement, the provisions in the body of this agreement shall prevail. 

3 ARTICLE III. 

4 INTERESTS OF PARTIES 

5 A. Oil and Gas Interests: 

6 If any party owns an Oil and Gas Interest in the Contract Area, that Interest shall be treated for all purposes of this 

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

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

9 B. Interests of Parties in Costs and Production: 

I 0 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne 

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

12 interests are set forth in Exhibit "A." In the same manner, the parties shall also own all production of Oil and Gas from the 

13 Contract Area subject, however, to the payment of royalties and other burdens on production as described hereafter. 

14 Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other 

15 burdens may be payable and except as othenvise expressly provided in this agreement, each party shall pay or deliver, or 

16 cause to be paid or delivered, all burdens on its share of the production from the Contract Area up to, but not in excess of all leasehold 

17 burdens except Subsequently Created Interests and shall indemnifY, defend and hold the other parties free from any liability therefor. 

18 Except as othenvise expressly provided in this agreement, if any party has contributed hereto any Lease or Interest which is 

19 burdened with any royalty, overriding royalty, production payment or other burden on production in excess of the amounts 

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

21 and hold the other parties hereto harmless from any and all claims attributable to such excess burden. However, so long as 

22 the Drilling Unit for the productive Zone(s) is identical with the Contract Area, each party shall pay or deliver, or cause to 

23 be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oil and Gas Lease(s) 

24 which such party has contributed to this agreement, and shall indemnifY, defend and hold the other parties free from any 

25 liability therefor. 

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

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

28 price basis, the party contributing the affected Lease shall bear the additional royalty burden attributable to such higher price. 

29 Nothing contained in this Article IILB. shall be deemed an assignment or cross-assignment of interests covered hereby, 

30 and in the event two or more parties contribute to this agreement jointly owned Leases, the parties' undivided interests in 

31 said Leaseholds shall be deemed separate leasehold interests for the purposes of this agreement. 

32 C. Subsequently Created Interests: 

33 If any party has contributed hereto a Lease or Interest that is burdened with an assignment of production given as security 

34 for the payment of money, or if, after the date of this agreement, any party creates an overriding royalty, production 

35 payment, net profits interest, assignment of production or other burden payable out of production attributable to its working 

36 interest hereunder, such burden shall be deemed a "Subsequently Created Interest." Further, if any party has contributed 

3 7 hereto a Lease or Interest burdened with an overriding royalty, production payment, net profits interests, or other burden 

38 payal:lle out of production created prior to the date of this agreement, and such burden is not shown on Exhibit "A," such 

39 burden also shall be deemed a Subsequently Created Interest to the extent such burden causes the burdens on such party's 

40 Lease or Interest to exceed the amount stipulated in Article IILB. above. 

41 The party whose interest is burdened with the Subsequently Created Interest (the "Burdened Party") shall assume and 

42 alone bear, pay and discharge the Subsequently Created Interest and shall indemnifY, defend and hold harmless the other 

43 parties from and against any liability therefor. Further, if the Burdened Party fails to pay, when due, its share of expenses 

44 chargeable hereunder, all provisions of Article VII.B. shall be enforceable against the Subsequently Created Interest in the 

45 same manner as they are enforceable against the working interest of the Burdened Party. If the Burdened Party is required 

46 under this agreement to assign or relinquish to any other party, or parties, all or a portion of its working interest and/or the 

4 7 production attributable thereto, said other party, or parties, shall receive said assignment and/or production free and clear of 

48 said Subsequently Created Interest, and the Burdened Party shall indemnifY, defend and hold harmless said other party, or 

49 parties, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest. 

50 ARTICLE IV. 

51 TITLES 

52 A. Title Examination: 

53 

54 

55 

56 

57 

58 

59 

60 

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

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

Drilling Unit, or maximum anticipated Drilling Unit, of the well. The opinion will include the ownership of the working 

interest, minerals, royalty, overriding royalty and production payments under the applicable Leases. Each party contributing 
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Leases and/or Oil and Gas Interests to be included in the Drillsite or Drilling Unit, if appropriate, shall furnish to Operator 

2 all abstracts (including federal lease status reports), title opinions, title papers and curative material in its possession free of 

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

4 examination of the title, shall be obtained by Operator. Operator shall cause title to be examined by attorneys on its staff or 

5 by outside attorneys. Copies of all title opinions shall be furnished to each Drilling Party. Costs incurred by Operator in 

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

7 opinions and division order title opinions) and other direct charges as provided in Exhibit "C" shall be borne by the Drilling 

8 Parties in the proportion that the _interest of each Drilling Party bears to the total interest of all Drilling Parties as such 

9 interests appear in Exhibit "A" Operator shall make no charge for services rendered by its staff attorneys or other personnel 

I 0 in the performance of the above functions. 

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

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

l3 and recording of pooling designations or declarations and communitization agreements as well as the conduct of hearings 

14 before governmental agencies for the securing of spacing or pooling orders or any other orders necessary or appropriate to 

15 the conduct of operations hereunder. This shall not prevent any party from appearing on its own behalf at such hearings. 

16 Costs incurred by Operator, including fees paid to outside attorneys, which are associated with hearings before governmental 

17 agencies, and which costs are necessary and proper for the activities contemplated under this agreement, shall be direct 

18 charges to the joint account and shall not be covered by the administrative overhead charges as provided in Exhibit "C." 
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Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above 

2 functions. 

3 No well shall be drilled on the Contract Area until after (I) the title to the Drillsite or Drilling Unit, if appropriate, has 

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

5 all of the Drilling Parties in such well. 

6 B. Loss or Failure of Title: 

7 I . Failure of Title: Should any Oil and Gas Interest or Oil and Gas Lease be lost through failure of title, which results in a 

8 reduction of interest from that shown on Exhibit "A," the party credited with contributing the affected Lease or Interest 
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(including, if applicable, a successor in interest to such party) shall have ninety (90) days from final determination of title 

failure to acquire a new ·lease or other instrument curing the entirety of the title failure, which acquisition will not be subject 

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

Leases and Interests; and, 

(a) The party credited with contributing the Oil and Gas Lease or Interest affected by the title failure (including, if 

applicable, a successor in interest to such party) shall bear alone the entire loss and it shall not be entitled to recover from 

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

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

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the 

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

basis, as of the time it is determined finally that title failure has occurred, so that the interest of the party whose Lease Sf 

Interest is affected by the, title failure will thereafter be reduced in the Contract Area by the amount of the Lease or Interest failed; 

(c) If the proportionate interest of the other parties hereto in any producing well previously dri lled on the Contract 

Area is increased by reason of the title failure, the party who bore the costs incurred in connection with such well attributable 

to the Lease or Interest which has failed shall receive the proceeds attributable to the increase in such interest (less costs and 

burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such well 

attributable to such failed Lease or Interest; 

(d) Should any person not a party to this agreement, who is determined to be the owner of any Lease or Interest 

which has failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid 

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

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

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

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

severally indemnify, defend and hold ham1less all other parties hereto for any such liability to account; 

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

the Lease or Interest claimed to have failed, but if the party contributing such Lease or Interest hereto elects to defend its title 

it shall bear all expenses in connection tl1erewith; and 

(g) If any party is given credit on Exhibit "A" to a Lease or Interest which is limited solely to ownership of an 

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

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

is reflected on Exhibit "A." 
2 . Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shut-in well 

payment, minimum royalty or royalty payment, or other payment necessary to maintain all or a portion of an Oil and Gas 

Lease or interest is not paid or is erroneously paid, and as a result a Lease or Interest terminates, there shall be no monetary 

liability against the party who failed to make such payment. Unless the party who failed to make the required payment 

secures a new Lease or Interest covering the same interest within ninety (90) days from the discovery of the failure to make 

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

shall be revised on an acreage basis, effective as of the date of termination of the Lease or Interest involved, and the party 

who failed to make proper payment will no longer be credited with an interest in the Contract Area on account of ownership 

of the Lease or Interest which has tem1inated. If the party who failed to make the required payment shall not have been fully 

reimbursed, at tl1e tin1e of the loss, from the proceeds of the' sale of Oil and Gas attributable to the lost Lease or Interest, 

calculated on an acreage basis, for the development and operating costs previously paid on account of such Lease or Interest, 

it shall be reimbursed for unrecovered actual costs previously paid by it (but not for its share of the cost of any dry hole 

previously drilled or wells previously abandoned) from so much of the following as is necessary to effect reimbursement: 

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

burdens chargeable hereunder to the person who failed to make payment, previously accrued to the credit of the lost Lease or 

Interest, on an acreage basis, up to the amount of unrecovered costs; 

(b) Proceeds of Oil and Gas, less operating expenses and lease burdens chargeable hereunder to the person who failed 

-5-



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

to make payment, up to the amount of unrecovered costs attributable to that portion of Oil and Gas thereafter produced and 

2 marketed (excluding production from any wells thereafter drilled) which, .in the absence of such Lease or Interest tennination, 

3 would be attributable to the lost Lease or Interest on an acreage basis and which as a result of such Lease or Interest 

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

5 in proportion to their respective interests reflected on Exhibit "A"; and, 

6 (c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner 

7 of the Lease or Interest lost, for the privilege of participating in the Contract Area or becoming a party to this agreement. 

8 3. Other Losses: All losses of Leases or Interests- committed to this agreement, other than those set forth in Articles 

9 IV.B.l. and IV.B.2. above, shall be joint losses and shall be borne by all parties in proportion to their interests shown on 

I 0 Exhibit "A." This shall include but not be limited to the loss of any Lease or Interest through failure to develop or because 

II express or implied covenants have not been perfonned (other than perfonnance which requires only the payment of money), 

12 and the loss of any Lease by expiration at the end of its primary tenn if it is not renewed or extended. There shall be no 

13 readjustment of interests in the remaining portion of the Contract Area on account of any joint loss. 

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

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

16 (90) day period provided by Article IV.B.l. and Article IV.B.2. above covering all or a portion of the interest that has failed 

I 7 or was lost shall be offered at cost to the party whose interest has failed or was lost, and the provisions of Article VIII.B. 

18 shall not apply to such acquisition. 
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ARTICLEV. 

OPERATOR 

3 A. Designation and Responsibilities of Operator: 

4 CRESCENT POINT ENERGY U.S. CORP. shall be the Operator of the Contract Area, and shall conduct 

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

6 this agreement. In its perfommnce of services hereunder for the Non-Operators, Operator shall be an independent contractor 

7 not subject to the control or direction of the Non-Operators except as to the type of operation to be undertaken in accordance 

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

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

I 0 party. Operator shall conduct its activities under this agreement as a reasonable prudent operator, in a good and workmanlike 

1 I matmer, with due diligence and dispatch, in accordance with good oilfield practice, and in compliance with applicable law and 

12 regulation, but in no event shall it have any liability as Operator to the other parties for losses sustained or liabilities incurred 

13 except such as may result from gross negligence or willful misconduct. 

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

15 1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators. 

16 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, ·or is no longer capable of 

17 serving as Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a 

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

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

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

21 Operator has failed to cure the default within thirty (30) days from its receipt Of the notice or, if the default concerns an 

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

23 mean not only gross negligence or willful misconduct but also the material breach of or inability to meet the standards of 

24 operation contained in Article V.A. or material failure or inability to perform its obligations under this agreement. 

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

26 day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator 

27 or action by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of 

28 Operator at an earlier date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a 

29 Non-Operator. A change of a corporate name or structure of Operator or transfer of Operator's interest to any single 

30 subsidiary, parent or successor corporation shall not be the basis for removal of Operator. 

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

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

33 interest in the Contract Area at the time such successor Operator is selected. The successor Operator shall be sele.cted by the 
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affirmative vote of two (2) or more parties owning a m~ority interest based on ownership as shown on Exhibit "A"; 

provided, however, if an Operator which has been removed or is deemed to have resigned fails to vote or votes only to 

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

interest based on ownership as shown on Exhibit "A" remaining 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 to 

the operations conducted by the former Operator to the extent such records and data are not already in the possession of the 

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

account. 

3. Effect of Bankmptcy: 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 

bankmptcy Jaws is filed by or against Operator, and the removal of Op.erator is prevented by the federal bankmptcy court, all 

Non-Operators and Operator shall comprise an interim operating committee to serve until Operator has elected to reject or 

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

possession, or by a trustee in bat1kmptcy, shall be deemed a · resignation as Operator without any action by Non-Operators, 

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

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

the event there are only two (2) parties to this agreement, during the period of time the operating committee controls 

operations, a third party acceptable to Operator, Non-Operator and the federal bankmptcy court shall be selected as a 

member of the operating committee, and all actions shall require the approval of two (2) members of the operating 

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

C. Employees and Contractors: 

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

hours of labor and the compensation for services performed shall be determined Operator, and all such employees or 

-7-



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

contractors shall be the employees or contractors of Operator. 

2 D. Rights and Duties of Operator: 

3 1. Competitive Rates and Use of Mfiliates: All wells drilled on the Contract Area shall be drilled on a competitive 

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

5 the drilling of wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate of such charges 

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

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

8 who are doing work of a similar nature. All work performed or materials supplied by affiliates or related parties of Operator 

9 shall be performed or supplied .at competitive rates, pursuant to written agreement, and in accordance with customs and 

I 0 standards prevailing in the industry. 

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

12 and discharge expenses incurred in the development and operation of the Contract Area pursuant to this agreement ai1d shall 

13 charge each of the parties hereto with their respective proportionate shares upon the expense basis provided in Exhibit "C." 

14 Operator shall keep an accurate record of the joint account hereunder, showing expenses incurred and charges and credits 

15 made and received. 

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

17 of contractors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or in 

18 respect of the Contract Area or any operations for the joint account thereof, and shall keep the Contract Area free from 
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liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute as to services rendered or 

2 materials supplied. 

3 4. Custody of Funds: Operator shall hold for the account of the Non-Operators any funds of the Non-Operators 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 

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

6 used for their intended purpose or otherwise delivered to the Non-Operators or applied toward the payment of debts as 

7 provided in Article VII.B. 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 

I 0 parties otherwise specifically agree. 

II 5. Access to Contract Area and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator 

12 or its duly authorized representative, at 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 operations conducted thereon or production therefrom, including Operator's books and records relating thereto. Such access 

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

16 Operator to furnish any geologic or geophysical data of an interpretive nature unless the cost of preparation of such 

17 interpretive data was charged to the joint account. Operator will furnish to each Non-Operator upon request copies of any 

18 and all reports and infonnation obtained by Operator in connection with production and related items, including, without 

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

20 purchase contracts and pricing infonnation to the extent not applicable to the production of the Non-Operator seeking the 

21 inforn1ation. 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 specified in Exhibit "C." 

23 6. Filing and Furnishing Governmental Reports: Operator will file, and upon written request promptly furnish copies to 

24 each requesting Non-Operator not in default of its payment obligations, all operational notices, reports or applications 

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

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

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

28 limited to the Initial Well : 

29 (a) Operator will promptly advise Non-Operators of the date on which the well is spudded, or the date on which 

30 drilling operations are commenced. 

31 (b) Operator will send to Non-Operators such reports, test results and notices regarding the progress of operations on the well 

32 as the Non-Operators shall reasonably request, including, but not limited to, daily drilling reports, completion reports, and well logs. 

33 (c) Operator shall adequately test all Zones encountered which may reasonably be expected to be capable of producing 

34 Oil and Gas in paying quantities as a result of examination of the electric log or any other logs or cores or tests conducted 

35 hereunder. 

36 8. C~st Estimates: Upon request of any Consenting Party, Operator shall furnish estimates of current and cumulative costs 

3 7 incurred for the joint account at reasonable intervals during the conduct of any operation pursuant to this agreement. 

38 Operator shall not be held liable for errors in such estimates so long as the estimates are made in good faith. 

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

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

41 insurer for liability under said compensation laws in which event the only charge that shall be made to the joint account shall 

42 be as provided in Exhibit "C." Operator shall also eaFF)' or provide insuranee for tile Ilene fit of tile joint aeeount of tile parties 

43 as outlined in Eld!illit "D" attaehed hereto and made a part hereof. Operator shall require all contractors engaged in work on 

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

45 and to maintain such other insurance as Operator may require. 

46 In the event automobile liability insurance is specified in said Exhibit "D," or subsequently receives the approval of the 

4 7 parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive 

48 equipment. 

49 ARTICLE VI. 

50 DRILLING AND DEVELOPMENT 

51 A. Initial Well: 

52 On or before the ___12th__ day of _ _.F_,e ... br'-"u"'awryc__ _ ___ _ 2018, Operator shall commence operations for the drilling of 

53 the initial Well at the following location: 
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Ute Tribal2-13-4-2E-Hl from a surface location in the NWNE of Section 13 Township 4 South Range 2 East. 
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and sh~ll thereafter continue the drilling of the well with due diligence to 

6 to an approximate total vertical depth sufficient to penetrate and test any member of the Green River Formation. 

7 

8 

9 

10 The drilling of the Initial Well and the participation therein by all parties is obligatory, subject to Article VI. C. I. as to participation 

11 in Completion operations and Article VI. F. as to tem1ination of operations and Article XI as to occurrence of force majeure. 

12 B. Subsequent Operations: 

13 I. Proposed Operations: If any party hereto should desire to drill any well on the Contract Area other than the Initial Well, or 

14 if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well no longer capable of 

15 producing in paying quantities in which such party has not otherwise relinquished its interest in . the proposed objective Zone under 

16 this agreement, the party desiring to drill, Rework, Sidetrack, Deepen, Recomplete or Plug Back such a well shall give written 

17 notice of the proposed operation to the parties who have not otherwise relinquished their interest in such objective Zone 
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under this agreement and to all other parties in the case of a proposal for Sidetracking or Deepening, specifying the work to be 

2 performed, the location, proposed depth, objective Zone and the estimated cost of the operation. The parties to whom such a 

3 notice is delivered shall have thirty (30) days after receipt of the notice within which to notify the party proposing to do the work 

4 whether they . elect to participate in the cost of the proposed operation. If a drilling rig is on location, notice of a proposal to 

5 Rework, Sidetrack, Recomplete, Plug Back or Deepen may be given by telephone and the response period shall be limited to forty-

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

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

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

9 within the time and in the maimer provided in Article VI.B.6. 

to If all parties to whom such notice is delivered elect to participate in such a proposed operation, the parties shall be 

11 contractually conm1itted to participate therein provided such operations are commenced within the time period hereafter set 

12 forth, and Operator shall, no later than ninety (90) days after expiration of the notice period of thirty (30) days (or as 

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

14 may be), actually commence the proposed operation and thereafter complete it with due diligence at the risk and expense of 

15 the parties participating therein; provided, however, said commencement date may be extended upon written notice of same 

16 by Operator to the other parties, for a period of up to thirty (30) additional days if, in the sole opirion of Operator, such 

17 additional time is reasonably necessary to obtain permits from governmental aufuorities, surface rights (including rights-of-

18 way) or appropriate drilling equipment, or to complete title examination or curative matter required for title approval or 

19 acceptance. If the actual operation has not been commenced witllin the time provided (including any extension thereof as 

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

21 said operation, written notice proposing same must be resubmitted to the other parties in accordance herewith as if no prior 

22 proposal had been made. Those parties that did not participate in the drilling of a well for which a proposal to Deepen or 

23 Sidetrack is made hereunder shall, if such parties desire to participate in the proposed Deepening or Sidetracking operation, 

24 reimburse tile Drilling Parties in accordance with Article Vl.B.4. in the event of a Deepening operation and in accordance 

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

26 2. Operations by Less Than All Parties: 

27 (a) Determination of Participation. If any party to whom such notice is delivered as provided in Article VI.B.l. or 

28 VI.C.l. (Option No. 2) elects not to participate in the proposed operation, then, in order to be entitled .to the benefits of this 

29 Article, the party or parties giving the notice and such other parties as shall elect to participate in the operation shall, no 

30 later than ninety (90) days after the expiration of the notice period of thirty (30) days (or as promptly as practicable after the 

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

32 proposed operation and complete it with due diligence. Operator shall perform all work for the account of the Consenting 

33 Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is a Non-Consenting Party, 

34 the Consenting Parties shall either: (i) request Operator to perform the work required by such proposed operation for the 

35 account of the Consenting Parties, or (ii) designate one of the Consenting Parties as Operator to perform such work. The 

36 rights and duties granted to and imposed upon the Operator under this agreement are granted to and imposed upon the party 

37 designated as Operator for an operation in which the original Operator is a Non-Consenting Party. Consenting Parties, when 

38 conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and conditions of this 

39 agreement. 

40 If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the 

4I applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its 

42 recommendation as to whether the Consenting Parties should proceed with the operation as proposed. Each · Consenting Party, 

43 within forty-eight (48) hours (exclusivecof Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the 

44 proposing party of its desire to (i) limit participation to such party's interest as shown on Exhibit "A" or (ii) carry only its 

45 proportionate part (determined by dividing such party's interest in the Contract Area by the interests of all Consenting Parties in 

46 the Contract Area) of Non-Consenting' Parties' interests, or (iii) carry its proportionate part (determined as provided in (ii)) of 

4.7 Non-Consenting Parties' interests together with all or a portion of its proportionate part of any Non-Consenting Parties' 

48 interests that any Consenting Party did not elect to take. Any interest of Non-Consenting Parties that is not carried by a 
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Consenting Party shall be deemed 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 deemed an election under (i). In the event a 

drilling rig is on location, notice may be given by telephone, and the time permitted for such a response shall not exceed a 

total of forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays). The 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 (I 0) 

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

If 100% subscription to the proposed operation is obtained, the proposing party shall promptly notify the Consenting Parties 

of their proportionate interests in the operation and the party serving as Operator shall commence such operation within the 
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period provided in Article VI.B.1., subject to the same extension right as provided therein. 

2 (b) Relinquishment of Interest for Non-Participation. The entire cost and risk of conducting such operations shall be 

3 borne by the Consenting Parties in the proportions they have elected to bear same under the terms of the preceding 

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

5 encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such an operation results 

6 in a dry hole, then subject to Articles VI.B.6. and VI.E.3., the Consenting Parties shall plug and abandon the well and restore 

7 the surface location at their sole cost, risk and expense; provided, however, that those Non-Consenting Parties that 

8 participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their proportionate 

9 shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs were not 

10 increased by the subsequent operations of the Consenting Parties. If any well drilled, Reworked, Sidetracked, Deepened, 

II Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas in 

12 paying quantities, the Consenting Parties shall Complete and equip the well to produce at their sole cost and risk, and the 

13 well shall then be turned over to Operator (if the Operator did not conduct the operation) and shall be operated by it at the 

14 expense and for the account of the Consenting Parties. Upon commencement of operations for the drilling, Reworking, 

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

16 provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties, and the 

17 Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-

18 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 Article VI.C.l. Option No. 2, all of such Non-

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

3 to 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 sold (after deducting applicable ad valorem, production, severance, and excise taxes, 

5 royalty, overriding royalty and other interests not excepted by Article III.C. payable out of or measured by the production 

6 from such well accruing with respect to such interest until it reverts), shall equal the total of the following: 

7 (i) 200 % of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment 

8 beyond the wellhead connections (including but not limited to stock tanks, separators, treaters, pumping equipment and 

9 piping), plus I 00% of each such Non-Consenting Party's share of the cost of operation of the well commencing with first 

I 0 production and continuing until each such Non-Consenting Party's relinquished interest shall revert to it under other 

II provisions of this Article, it being agreed that each Non-Consenting Party's share of such costs and equipment will be that 

12 interest which would have been chargeable to such Non-Consenting Party. had it participated in the well from the beginning 

l3 of the operations; and 

14 (ii) 400 % of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening, 

IS Plugging Back, testing, Completing, and Recompleting, after deducting any cash contributions received under Article VIII.C., 

16 and of (b) that portion of the cost of newly acquired equipment in the well (to and including the wellhead connections), 

17 which would have been chargeable to such Non-Consenting Party if it had participated therein. 

18 Notwithstanding anything to the contrary in this Article VI.B., if the well does not reach the deepest 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 impracticable, Operator shall give notice thereof to each 

21 Non-Consenting Party who submitted or voted for an alternative proposal under Article VI.B.6. to drill the well to a 

22 shallower Zone than the deepest objective Zone proposed in the notice 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 manner provided in Article VI.B.4. (a). If any such Non-

25 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. 

27 (c) Reworking Recompleting or Plugging Back. An election not to participate in the drilling, Sidetracking or 

28 Deepening of a well shall be deemed an election not to participate in any Reworking or Plugging Back operation proposed in 

29 such a well, or portion thereof, to which the initial non-consent election applied that is conducted at any time prior to full 

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

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

32 operation proposed in such a well, or portion thereof, to which the initial non-consent election applied that is conducted at 

33 any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's recoupment amount. Any such 

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

35 cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Parties 400 % of 

36 that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable to 

37 such Non-Consenting Party had it participated therein. If such a Reworking, Recompleting or Plugging Back operation is 
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proposed during such recoupment period, the provisions of this Article VI.B. shall be applicable as between said Consenting 

Parties in said well. 

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

share of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of all ad valorem, 

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

Non-Consenting Party's share of production not excepted by Article III.C. 

In the case of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting 

Parties shall be pern1itted 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 a well after such Reworking, Sidetracking, Plugging Back, 

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

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

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

for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected 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 detailed statement of monthly billings. Each month thereafter, during the time the 

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

shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the operation of 

the well, together with a statement of the quantity of Oil and Gas produced from it and the amount of proceeds realized from 
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the sale of the well's working interest production during the preceding month. In detern1ining the quantity of Oil and Gas 

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

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

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

5 against the total unreturned costs of the work done and of the equipment purchased in determining when the interest of such 

6 Non-Consenting Party shall revert to it as above provided; and if there is a credit balance, it shall be paid to such Non-

7 Consenting Party. 

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

9 for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 a.m. on the day 

I 0 following the day on which such recoupment occurs, and, from and after such reversion, such Non-Consenting Party shall 

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

12 such Non-Consenting Party would have been entitled to had it participated in the drilling, Sidetracking, Reworking, 

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

14 shall pay its proportionate part of the further costs of the operation of said well in accordance with the terms of this 

15 agreement and Exhibit "C" attached hereto. 

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

17 been completed and the results thereof furnished to the parties, or when operations on the well have been otherwise 

18 tern1inated ·pursuant to Article VI.F., stand-by costs incurred pending response to a party's notice proposing a Reworking, 
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Sidetracking, Deepening, Recompleting, Plugging Back or Completing operation in such a well (including the period required 

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

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

4 whichever first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the tenus 

5 of the second granunatical paragraph of Article VI.B.2. (a), shall be charged to and borne as part of the proposed operation, 

6 but if the proposal is subsequently withdrawn because of insufficient participation, such stand-by costs shall be allocated 

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

8 interest as shown on Exhibit "A" of all Consenting Parties. 

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

I 0 may request and receive up to five (5) additional days after expiration of the forty-eight hour response period specified in 

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

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

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

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

15 interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all the electing parties. 

16 4. Deepening: If less than all parties elect to participate in a drilling, Sidetracking, or Deepening operation proposed 

17 pursuant to Article VI.B.l., the interest relinquished by the Non-Consenting Parties to the Consenting Parties under Article 

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

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

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

21 in the Deepening operation. 

22 In the event any Consenting Party desires to drill or Deepen a Non-Consent Well to a depth below the Initial Objective, 

23 such party shall give notice thereof, complying with the requirements of Article VI.B.l., to all parties (including Non-

24 Consenting Parties). Thereupon, Articles VI.B.l. and 2. shall apply and all parties receiving such notice shall have the right to 

25 participate or not participate in the Deepening of such well pursuant to said Articles VI.B.l. and 2. If a Deepening operation 

26 is approved pursuant to such provisions, and if any Non-Consenting Party elects to participate in the Deepening operation, 

27 such Non-Consenting party shall pay or make reimbursement (as the case may be) of the following costs and expenses. 

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

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

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

31 Consenting Party would have paid had such Non-Consenting Party agreed to participate therein, plus the Non-Consenting 

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

33 provisions of this Agreement; provided, however, all costs for testing and Completion or attempted Completion of the well 

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

35 sole account of Consenting Parties. 

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

3 7 in paying quantities, but is no longer capable of producing in paying quantities, such Non-Consenting Party shall pay (or 

38 reimburse Consenting Parties for, as the case may be) its proportionate share of all costs of drilling, Completing, and 

39 equipping said \veil from the surface to the Initial Objective, calculated in the manner provided in paragraph (a) above, less 

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

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

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

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

44 connection with such well shall be determined in accordance with Exhibit "C." If the Consenting Parties have recouped the 
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cost of drilling, Completing, and equipping the well at the time such Deepening operation is conducted, then a Non

Consenting Party may participate in the Deepening of the well with no payment for costs incurred prior to re-entering the 

well for Deepening 

The foregoing shall not imply a right of any Consenting Party to propose any Deepening for a Non-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 

VI. F. 

5. Sidetracking: Any party having the right to participate in a proposed Sidetracking 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 value of that portion of the existing wellbore 

to be utilized as follows: 

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

incurred in the initial drilling of the well down to the depth at which the Sidetracking operation is initiated. 
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(b) If the proposal is for Sidetracking a well which has previously produced, reimbursement shall be on the basis of 

2 such party's proportionate share of drilling and equipping costs incurred in the initial drilling of the well down to the depth 

3 at which the Sidetracking operation is conducted, calculated in the manner described in Article VI.B.4(b) above. Such party's 

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

5 operation is initiated shall be determined in accordance with the provisions of Exhibit "C." 

6 6. Order of Preference of Operations. Except as otherwise specifically provided in this agreement, if any party desires to 

7 propose the conduct of an operation that conflicts with a proposal that has been made by a party under this Article VI, such 

8 party shall have fifteen (15) days from delivery of the initial proposal, in the case of a proposal to drill a well or to perform 

9 an operation on a well where no drilling rig is on location, or twenty-four (24) hours, exclusive of Saturday, Sunday and legal 

10 holidays, from delivery of the initial proposal, if a drilling rig is on location for the well on which such operation is to be 

II conducted, to deliver to all parties entitled to participate in the proposed operation such party's alternative proposal, such 

12 alternate proposal to contain the same information required to be included in the initial proposal. Each party receiving such 

13 proposals shall elect by delivery of notice to Operator within five (5) days after expiration of the proposal period, or within 

14 twenty-four (24) hours (exclusive of Saturday, Sunday and legal holidays) if a drilling rig is on location for the well that is the 

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

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

17 interest of the parties voting shall have priority over all other competing proposals; in the case of a tie vote, the 
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I initial proposal shall prevail. Operator shall deliver notice of such result to all parties entitled to participate in · the operation 

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

3 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 

4 · is on location) from receipt of such notice to elect by delivery of notice to Operator to participate in such operation or to 

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

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

7 7. Conformity 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 a well located elsewhere on the Contract 

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

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

I I Sidetracking operation under this agreement with respect to any well then capable of producing in paying quantities except 

12 with the consent of all parties that have not relinquished interests in the well at the time of such operation. 

13 C. Completion of Wells; Reworking and Plugging Back: 

14 1. Completion: Without the consent of all parties, no well shall be drilled, Deepened or Sidetracked, except any well 

15 drilled, Deepened or Sidetracked pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling, 

16 Deepening or Sidetracking shall include: (NOTE: Option No.1 below shaH be deemed selected for ali horizontal weiis, and Option 

17 No.2 below shaH be deemed selected for ali otherweiis) 

18 D Option No. I: All necessary expenditures for the drilling, Deepening or Sidetracking, testing, Completing and 

19 equipping of the well, including necessary tankage and/or surface facilities. 

20 D Option No. 2: All necessary expenditures for the drilling, Deepening or Sidetracking and testing of the well. When 
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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-Operators having the right to 

participate in a Completion attempt whether or not Operator recommends attempting to Complete the well, 

together with Operator's AFE for Completion costs if not previously provided. The parties receiving such notice 

shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect by delivery of 

notice to Operator to participate in a recommended Completion attempt or to make a Completion proposal with an 

accompanying AFE. Operator shall deliver any such Completion proposal, or any Completion proposal conflicting 

with Operator's proposal, to the other parties entitled to participate in such Completion in accordance with the 

procedures specified in Article VI.B.6. Election to participate in a Completion attempt shall include consent to all 

necessary expenditures for the Completing and equipping of such well, including necessary tankage and/or surface 

facilities but excluding any stimulation operation not contained on the Completion AFE. Failure of any party 

receiving 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 attempt; provided, that Article VI.B.6. shall control in the case of 

conflicting Completion proposals. If one or more, but less than all of the parties, elect to attempt a Completion, the 

provision of Article VI.B.2. hereof (the phrase "Reworking, Sidetracking, Deepening, Recompleting or Plugging 

Back" as contained in Article VI.B.2. 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 separately to each 

separate Completion or Recompletion attempt undertaken hereunder, and an election to become a Non-Consenting 

Party as to one Completion or Recompletion attempt shall not prevent a party from becoming a Consenting Party 

in subsequent Completion or Recompletion attempts regardless whether the Consenting Parties as to earlier 

Completions or Recompletion have recouped their costs pursuant to Article VI.B.2.; provided further, that any 

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 

44 Completion or Recompletion attemp{ shall require such party to pay its proportionate share of the cost of salvable 

45 materials and equipment installed in the well pursuant to the previous Completion or Recompletion attempt, 

46 insofar and only insofar as such materials and equipment benefit the Zone in which such party participates in a 

4 7 Completion attempt. 

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

49 Recompleted, or Plugged Back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the Reworking, 

50 Recompleting or Plugging Back of a well shall include all necessary expenditures in conducting such operations and 

51 Completing and equipping of said well, including necessary tankage and/or surface facilities. 

52 D. Other Operations: 
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Operator shall not undertake any single project reasonably estimated to require an expenditure in excess of ____ ~---

Fifty Thousand and no/100 Dollars ($ 50 000.00 except in connection with the 

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

authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden 
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1 emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opm1on 

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

3 emergency to the other parties. Any party who has not relinquished its interest in a well shall have the right to propose that 

4 Operator perform repair work or undertake the installation of artificial lift equipment or ancillary production facilities such as 

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

6 not including the installation of gathering lines or other transportation or marketing facilities, the installation of which shall 

7 be governed by separate agreement between the parties) reasonably estimated to require an expenditure in excess of the 

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

9 Articles VI.B.l. or VI.C.l. Option No. 2, which shall be governed exclusively be those Articles). Operator shall deliver such 

lO proposal to all parties entitled to participate therein. If within thirty (30) days thereof Operator secures the written consent 

11 of any party_ or parties owning at least 51 % of the interests of the parties entitled to participate in such operation, 

12 each party having the right to participate in such project shall be bound by the terms of such proposal and shall be obligated 

13 to pay its proportionate share of the costs of the proposed project as if it had consented to such project pursuant to the terms 

14 of the proposal. 

15 E. Abandonment of Wells: 

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

17 been drilled or Deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be 
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plugged and abandoned without the consent of all parties. Should Operator, after diligent effort, be unable to contact any 

2 party, or should any party fail to reply within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after 

3 delivery of notice of the proposal to plug and abandon such well, such party shall be deemed to have consented to the 

4 proposed abandonment. All such wells shall be plugged and abandoned in accordance with applicable regulations and at the 

5 cost, risk and expense of the parties who participated in the cost of drilling or Deepening such well. Any party who objects to 

6 plugging and abandoning such well by notice delivered to Operator within forty-eight (48) hours (exclusive 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-eight ( 48) hour notice period and conduct further operations in search of Oil and/or Gas subject to the provisions of 

9 Article VI.B.; failure of such party to 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 thereafter 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 

l3 liability for any further operations conducted on such well except 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 Parties have not been fully reimbursed as herein provided, any well which has 

17 been completed as a producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to 

18 such abandonment, the well shall be plugged and abandoned in accordance with applicable regulations and at the cost, risk 

19 and expense of all the parties hereto. Failure of a party to reply within sixty (60) days of delivery of notice of proposed 

20 abandonment shall be deemed an election 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 agree to the abandonment of such well, those wishing to continue its 

22 operation from the Zone then open to 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 liability for any further operations on the well conducted by . such parties. 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 thereafter to conduct operations on such well shall entitle operator to retain or take possession 

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 parties its proportionate share of the value of 

29 the well's salvable material and equipment, detem1ined 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 abandoning !111d surface restoration costs and the estimated cost of salvaging are higher than the 

32 value of the well's salvable material and equipment, each of the abandoning parties shall tender to the parties continuing 

33 operations tl1eir proportionate shares of the estimated excess cost. Each abandoning party shall assign to the non-abandoning 

34 parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and material, all 

35 of its interest in the wellbore of the well and related equipment, together with its interest in the Leasehold insofar and only 

36 insofar as such Leasehold covers the right · to obtain production from that well bore in the Zone then open to production. If the 

3 7 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 thereafter as Oil and/or Gas is produced from the Zone covered thereby, such lease to be on the form 

40 attached as Exhibit "B." The assignments or leases so limited shall encompass the Drilling Unit upon which the well is located. 

41 The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon the relationship 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 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-abandoning parties at the rates and 

47 charges contemplated by this agreement, plus any additional cost and charges which may arise as the result of the separate 

48 ownership of the assigned well. Upon proposed abandonment of the producing Zone assigned or leased, the assignor or lessor 
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shall then have the option to repurchase its prior interest in the well (using the same valuation formula) and participate in 

fi1rther operations therein subject to the provisions hereof. 

3. Abandonment of Non-Consent Operations: The provisions of Article VI.E.l. or VI.E.2. above shall be applicable as 

between Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, 

however, no well shall be permanently plugged and abandoned unless and until all parties having the right to conduct further 

operations therein have been notified of the proposed abandonment and afforded the opportunity to elect to take over the well 

in accordance with the provisions of this Article VI.E.; and provided fi1rther, that Non-Consenting Parties who own an interest 

in a portion of the well shall pay their proportionate shares of abandonment and surface restoration cost for such well as 
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provided in Article VI.B.2.(b). 

2 F. Termination of Operations: 

3 Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing, 

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

5 consent of parties bearing _lL% of the costs of such operation; provided, however, that in the event granite or other 

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

7 Operator may discontinue operations and give notice of such condition in the manner provided in Article VI.B.l, and the 

8 provisions of Article VI. B. or VI .E. shall thereafter apply to such operation, as appropriate. 

9 G. Tal•ing Production in Kind: 

10 1&1 Option No.1: Gas Balancing Agreement Attached 

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

12 Contract Area, exclusive of production which may be used in development and producing operations and in preparing and 

13 treating Oil and Gas for marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking 

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

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

Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in 

production from the Contract Area, and, except as provided in Article VII.B., shall be entitled to receive payment 

directly from the purchaser thereof for its share of all production. 

If any party fails to make the arrangements necessary to take in kind or separately dispose of its proportionate 

share of the Oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by 

the party owning it, but not the obligation, to purchase such Oil or sell it to others at any time and from time to 

time, for the account of the non-taking party. 'Any such purchase or sale by Operator may be terminated by 

Operator upon at least ten (1 0) days written notice to the owner of said production and shall be subject always to 

the right of the owner of the production upon at least ten (1 0) days written notice to Operator to exercise at any 

time its right to take in kind, or separately dispose of, its share of all Oil not previously delivered to a purchaser. 

Any purchase or sale by Operator of any other party's share of Oil shall be only for such reasonable periods of time 

as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a 

period in excess of one (1) year. 

Any such sale by Operator shall be in a manner commercially reasonable under the circumstances but Operator 

shall have no duty to share any existing market or to obtain a price equal to that received under any existing 

market. The sale or delivery by Operator of a non-taking party's share of Oil under the terms of any existing 

contract of Operator shall not give the non-taking party any interest in or make the non-taking party a party to said 

contract. No purchase shall be made by Operator without first giving the non-taking party at least ten (1 0) days 

written notice of such intended purchase and the price to be paid.or the pricing basis to be used. 

All parties shall give timely written notice to Operator of their Gas marketing arrangements for the following 

month, excluding price, and shall notify Operator immediately in the event of a change in such arrangements. 

Operator shall maintain records of all marketing arrangements, and of volumes actually sold or transported, which 

records shall be made available to Non-Operators upon reasonable request. 

In the event one or more parties' separate disposition of its share of the Gas causes split-stream deliveries to separate 

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

ate share of total Gas sales to be allocated to it, the balancing or accounting between the parties shall be in accordance with 

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

separate agreement. Operator shall give notice to all parties of the first sales of Gas from any well under this agreement. 

45 @ Ootion No.2: No Gas Balaneing Agreement: 

46 Bash paFty shall take in kind or separately dispose of its preiJertienate share of all Oil and Gas preaHsed from 
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the Contrast Area, exe!Hsive of preaHetien whish may be Hsed in ae'lelepment and predHsing OIJeratiens and in 

preiJaring and treating Oil and Gas fur marketing pHFpeses and preaHstien unavoidably lest. Any extra expendimres 

insHrred in the taking in kind or separate disiJesitien by any party of its prepertienate share of the preduetien shall 

he berne by sHeh party. 1\ny party taking its share of IJFOdHetien in kiHEI shall be re!J:Hired to Ill!)' fur only its 

IJrepertienate share of sueh part of Operator's sHrfaee faeilities whieh it Hses. 

Baeh party shall exeeute SHeh division orders and eentraets as may be neeessary fur the sale of its interest in 

preaHetien from the CoHtraet Ar-ea, and, e1reept as previded in Art:iele VII.B., shall be entitled to reeei·1e payment 

direetly from the pHrehaser thereof fur its share of all predHetion. 

If any IJarty fails to make the arrangements neeessary to take in kind or seiJarately disiJese of its proportionate 

share of the Oil and/-or Gas preaHeed fmm the Centraet Area, Operator shall hw1e the right, SHbjeet to the 
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revoeation at will hy the party owning it, hut net tHe obligation, to purehase sueh Oil and/or Gas or sell it to others 

at any time and from time to time, fer the aeeouHt of tHe non taking party. .Any sueh purehase or sale hy Operator 

may he terminated hy Operator upon at least ten (1 0) days '•'o'fitten notiee to tHe owner of said produetion and shall 

he sa~eet always to the right of the owner of the prodaetien upon at least ten (10) days written notiee to Operator 

to el<ereise its right to take in kind, or separately dispose of, its share of all Oil and!or Gas not pre•tioasly delivered 

to a parehaser; provided, hovrewr, that the effeetiYe date of any saeh re•1oeatien may he deferred at Operator's 

eleetion fer a period not to e1<eeed ninety (90) days if Operator has eommitted sueh prodaetien to a parehase 

eentraet having a term extending beyond saeh ten (1 0) day period. llll)' parehase or sale hy Operator of any other 

party's share of Oil andffir Gas shall he only fer saeh reasonable periods of time as are eonsistent vrith the 

minimam needs of the industry ander the partieular eireamstanees, hat in no event fer a period in exeess of one (1) 

year-: 

Any saeh sale hy Operator shall he in a manner eommereially reasonable ander the eireamstanees, hat Operator 

shall have no daty to share any existing market or transportation arrangement or to ohtain a priee or transportation 

fee ef!aal to that reeeived ander any e1dsting market or transportation arrangement. The sale or · delivery hy 

Operator of a non taking party's share of produetion ander the terms of any existing eontraet of Operator shall net 

give the non taldng party any interest in or make the non taldng party a party to said eontraet. No pllrehase of Oil 

I 7 and Gas and no sale of Gas shall he made hy Operator witheat first giYing tHe non taldng party ten days written 

18 notiee of saeh intended purehase or sale and the priee to he paid or the prieing ·basis to he ased. Operator shall give 

19 netiee to all parties of the first sale of Gas from any v~ell ander !His Agreement. 

20 All parties shall give timely 'Nritten netiee to Operator of their Gas marketing arrangements fer tHe following 

21 montH, exelading priee, and shall notit)• Operator immediately in tHe event of a ehange in saeh arrangements. 

22 Operator shall maintain reeords of all marketing arrangen1ents, and of yelames aetaally sold or transported, •,vhieh 

23 reeerds shall he made availahle to Non Operators apen reasonahle ref!aest. 

24 ARTICLE VII. 

25 EXPENDITURES AND LIABILITY OF PARTIES 

26 A. Liability of Parties: 

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

28 and shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the 

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

30 any liability to third parties hereunder to satisfy the default of any other party in the payment of any expense or obligation 

3 I hereunder. It is not the intention of the parties to create, nor shall this agreement be construed as creating, a mining or other 

32 partnership, joint venture, agency relationship or association, or to render the parties liable as partners, co-venturers, or 

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

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

35 respective self-interest, subject, however, to the obligation of the parties to act in good faith in their dealings with each other 

36 with respect to activities hereunder. 
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B. Liens and Security Interests: 

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

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

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

5 therewith, to secure performance of all of its obligations under this agreement including but not limited to payment of expense, 

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

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

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

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

I 0 otherwise becoming subject to this agreement, the Oil and Gas when extracted therefrom and equipment situated thereon or 

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

12 (including, without limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas at the wellhead), 

13 contract rights, inventory and general intangibles relating thereto or arising therefrom, and all proceeds and products of the 

14 foregoing. 

15 To perfect the lien and security 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 following execution hereof, and Operator is authorized to file this agreement or the recording supplement executed herewith as 

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

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

20 to perfect the security interest granted hereunder. Any party may file this agreement, the recording supplement executed 

21 herewith, or such other documents as it deems necessary as a lien or mortgage in the applicable real estate records and/or a 

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

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

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

25 interest against all 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, mortgage, operation of law, or otherwise, shall be deemed to have taken subject 

28 to the lien and security interest granted by this Article Vll.B. as to 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 Contract Area is situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code. 

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

33 election of remedies or otherwise affect the lien rights or security interest as security for the payment thereof: In 

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

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

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

3 7 such party, plus interest as provided in "Exhibit C," has been received, and ·shall have the right to offset the amount 

38 owed against the proceeds from the sale of such defaulting party's share of Oil and Gas. All purchasers of production 
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may rely on a notification of default from the non-defaulting party or parties stating the amount due as a result of the 

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

this paragraph. 

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

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

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

paying its share of the unpaid amount shall be secured by the liens and security rights described in Article VII.B., and each 

paying party may independently pursue any remedy available hereunder or otherwise. 

If any party does not perfom1 all of its obligations hereunder, and the failure to perfom1 subjects such party to foreclosure 

or execution proceedings pursuant to the provisions of this agreement, to the extent allowed by governing law, the defaulting 

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

of the mortgaged or secured property prior to sale, any available right to stay execution or to require a marshaling of asset~ 

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

hereby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted 

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

manner and upon reasonable notice. 

Each party agrees that the other parties 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 enforce the obligations of each party hereunder. Without linliting 
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the generality of the foregoing, to the extent permitted by applicable law, Non-Operators agree that Operator may invoke or 

2 utilize the mechanics' or materialmen's lien law of the state in which the Contract Area is situated in order to secure the 

3 payment to Operator of any sum due hereunder for services perfom1ed or materials supplied by Operator. 

4 C. Advances: 

5 Operator, at its election, shall have the right from time to time to demand and receive from one or more of the other 

6 parties payment in advance of their respective shares of the estimated amount of the expense to be incurred in operations 

7 hereunder during the next succeeding n~onth, which right may be exercised only by submission to each such party of an 

8 itemized statement of such estimated expense, together with an invoice for its share thereof. Each such statement and invoice 

9 for the payment in advance of estimated expense shall be submitted on or before the 20th day of the next preceding month. 

10 Each party shall pay to Operator its proportionate share of such estimate within fifteen (15) days after such estimate and 

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

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

13 that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. 

14 D. Defaults and Remedies: 

15 If any party fails to discharge any financial obligation under this agreement, including without limitation the failure to 

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

17 such payment hereunder, then in addition to the remedies provided in Article VII.B. or elsewhere in this agreement, the 

18 remedies specified below shall be applicable. For purposes of this Article VII.D., all notices and elections shall be delivered 
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1 only by Operator, except that Operator shall deliver any such notice and election requested by a non-defaulting Non-Operator, 

2 and when Operator is the . party in default, the applicable notices and elections 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 specified 

4 below or otherwise available to a non-defaulting party. 

5 1. 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 default, and specifY that failure to take such action will result in the exercise of one 

7 or more of the remedies provided in this Article. If 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 to enforce the obligations of 

10 the defaulting party previously accrued or thereafter accruing under this agreement. If Operator is the party in default, the 

II Non-Operators shall have in addition the right, . by vote of Non-Operators owning a majority in interest in the Contract Area 

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

13 party that may be suspended hereunder at the election of the non-defaulting parties shall include, without limitation, the right 

14 to receive infom1ation as to any operation conducted hereunder during the period of such default, the right to elect to 

15 participate in an operation proposed under Article Vl.B. of this . agreement, the right to participate in an operation being 

16 conducted under this agreement even if the party has previously elected to participate in such operation, and the right to 

17 receive proceeds of production from any well subject to this agreement. 

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

19 account expense) to collect the amounts in default, plus interest accruing on the amounts recovered from the date of default 

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

21 suing any defaulting party to collect consequential damages accruing to such party as a result of the default. 

22 3. Deemed Non-Consent: The non-defaulting party may deliver a written Notice of Non-Consent Election to the 

23 defaulting party at any time after the expiration of the thirty-day cure 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, Sidetracking, Reworking or Deepening of a 

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

26 party will be conclusively deemed to have elected not to participate in the operation and to be a Non-Consenting Party with 

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

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

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

30 Until the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the right to cure 

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

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

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

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

35 of such interest shall be required to contribute their shares of the defaulted amount upon their election to participate therein. 

36 4. Advance Payment: If a default is not cured 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 case may 

39 be, would be entitled to reimbursement under any provision of this agreement, whether or not such expense was the subject of 

40 the previous default. Such right includes, but is not limited to, the right to require advance payment for the estimated costs of 

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

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

43 in the Article VII.D. or any other default remedy provided elsewhere 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. 

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

46 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 reasonable attorney's fee, which tl1e lien provided for herein shall also secure. 

48 E. Rentals, Shut-in WeJit>ayments and Minimum Royalties: 

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

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

51 own and have contributed interests in the same lease to this agreement, such parties may designate one of such parties to 

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

53 evidence of all such payments. In the event of failu re to make proper payment of any rental, shut-in well payment or 
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minimuin royalty through mistake or oversight where such payment is required to continue the lease in force, any loss which 

results from such non-payment shall be borne in accordance with the provisions of Article IV.B.2. 

Operator shall notifY Non-Operators of the anticipated completion of a shut-in well, or the shutting in or return to 
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production of a producing well, at least five ( 5) days (excluding Saturday, Sunday, and legal holidays) prior to taking such 

2 action, or . at the earliest opportunity pem1itted by circumstances, but assumes no liability for failure to do so. In the event of 

3 failure by Operator to so notifY Non-Operators, the loss of any lease contributed hereto by Non-Operators for failure to make 

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

5 IV.B.3. 

6 F. Taxes: 

7 Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem ta-'i:ation all 

8 property subject to this agreement which by law should be rendered for such taxes, and it shall pay all such ta-'i:es assessed 

9 thereon before they become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as 

I 0 to burdens (to include, but not be limited to, royalties, overriding royalties and production payments) on Leases and Oil and 

II Gas Interests contributed by such Non-Operator. If the assessed valuation of any Lease is reduced by reason of its being 

I2 subject to outstanding excess royalties, overriding royalties or production payments, the reduction in ad valorem taxes 

13 resulting therefrom shall inure . to the benefit of the owner or owners of such Lease, and Operator shall adjust the charge to 

14 such owner or owners so as to reflect the benefit of such reduction. If the ad valorem ta-'i:es are based in whole or in part 

15 . upon separate valuations of each party's working interest, then notwithstanding anything to the contrary herein, charges to 

I6 the joint account shall be made and paid by the parties hereto in accordance with the tax value generated by each party's 

I7 working interest. Operator shall bill the other parties for their proportionate shares of all ta-'i: payments in the manner 

I8 provided in Exhibit "C." 
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If Operator considers any ta.x assessment improper, Operator may, at its discretion, protest within the time and manner 

prescribed by law, and prosecute the protest to a final detennination, unless all parties agree to abandon the protest prior to final 

determination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such ta.xes 

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

the joint account, together with any interest and penalty accmed, and the total cost shall then be assessed against the parties, 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 hand! ing of such party's share of Oil and Gas produced under the terms of this agreement. 

ARTICLE VIII. 

ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 

A. Surrender of Leases: 

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

or in part unless all parties consent thereto. 

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

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

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

party to whom such notice is delivered to reply within said 30-day period shall constitute a consent to the surrender of the Leases 

described in the notice. If all parties do not agree or consent thereto, 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 equipr:nent which may be 

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

assigning party is or includes an Oil and Gas Interest, the assigning party shall execute and deliver to the party or parties not 

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

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

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

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

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

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

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

acreage. The value of all salvable materials and equipment 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 surface. If such value is less 

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

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

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

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

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering 

party's interest as it was immediately 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 to the terms and provisions of this 

agreement but shall be deemed subject to an Operating Agreement in the form of this agreement. 

B. Renewal m· Extension of Leases: 

If any party secures a renewal or replacement of an Oil and Gas Lease or Interest subject to this agreement, then all other parties 

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

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 notice in which to elect 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 Area, which shall be in proportion to the interest held at that time by the 

parties in the Contract Area. Each party who participates in the purchase of a renewal or replacement Lease 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 purchase of a renewal or replacement Lease, it shall be owned 

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 aggregate of the percentages of participation in the Contract Area of all parties participating in the 

purchase of such renewal 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 parties stated in Exhibit "A," but any renewal or replacement Lease in which 

less than all parties elect to participate shall not be subject to this agreement but shall be deemed subject to a separate Operating 

Agreement in the form of this agreement. 

If the interests of the parties in the Contract Area vary according to depth, then their right to participate proportionately in 

renewal or replacement Leases and their right to receive an assignment of interest shall also reflect such depth variances. 
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1 The provisions of this Article shall apply to renewal or replacement Leases whether they are for the entire interest covered by 

2 the expiring Lease or cover only a portion of its area or an interest therein. Any renewal or replacement Lease taken before the 

3 expiration of its predecessor Lease, or taken or contracted for or becoming effective within six (6) months after the expiration of the 

4 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 

5 the renewal or replacement Lease becomes effective; but any Lease taken or contracted for more than six (6) months after the 

6 expiration of an existing Lease shall not be deemed a renewal or replacement Lease and shall not be subject to the provisions of this 

7 agreement. 

8 The provisions in this Article shall also be applicable to extensions of Oil and Gas Leases. 

9 C. Acreage or Cash Contributions: 

10 While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of a well or any other 

11 operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall 

12 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 

13 the contribution is made shall promptly tender ·an assignment of the acreage, without warranty of title, to the Drilling Parties in the 

14 proportions said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to the 

15 extent possible, be governed by provisions identical to this agreement. Each party shall promptly notifY all other parties of any 

16 acreage or cash contributions it may obtain in support of any well or any other operatio~ on the Contract Area. ·The above 

17 provisions shall also be applicable to optional rights to earn acreage outside the Contract Area which ~re in support of well drilled 

18 inside Contract Area. 
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If any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder, 

such consideration shall not be deemed a contribution as contemplated in this Article VIII. C. 

D. Assignment; Maintenance of Uniform Interest: 

For the purpose 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 sell, encumber, transfer or make other 

disposition of its interest in the Oil and Gas Leases and Oil and Gas Interests embraced within the Contract Area 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 Interests, wells, equipment and production; or 

2. an equal undivided pescent 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 to this agreement 

and shall be made without prejudice to the right of the other parties, and any 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 transfer of ownership; provided, however, that the other parties shall not be required to recognize any such sale, 

encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days after they have received a copy of the 

instmment of transfer or other satisfactory evidence thereof in writing from the transferor or transferee. No assignment or other 

disposition of interest by a party shall relieve such party 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 hereunder 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. 

lf, 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 a single trustee or agent with full authority to receive notices, approve expenditures, 

receive billings for and approve and pay such party's share of the joint expenses, and to deal generally 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 execute all contracts or agreements for the disposition of their respective shares of 

the Oil and Gas produced from the Contract Area and they shall have the right to receive, separately, payment of the sale 

proceeds thereof. 

E. Waiver of Rights to Partition: 

If permitted by the laws of the state or states in which the property covered hereby is located, each 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 Purehose: 

B (Optional; Cheek ifapplieable.) 

Sheuhl any party desire te sell all er any part ef its interests under this agreement, er its rights ana interests in the Centraet 

Area, it shall promptly give written netiee te the ether parties, with full information eeneeming its proposed disposition, vrhieh 

shall ineluee the name ana address ef the prespeetiYe transferee (vAle must be ready, willing ana able te purehasej, the purehase 

priee, a legal eeseriptien suffieient te identify the property, ana all other terms ef the offer. The ether parties shall then hw1e an 

Oj'ltional prier right, for a period ef ten (10) days after the netiee is ee!iyeree, te purehase for the stated eensieeratien en the 

same terms ana eeneitiens the interest whieh the ether party proposes te sell; ana, if this optional right is exereisee, the 

purehasing parties shall share the purehasee interest in the proportions that the interest ef eaeh bears te the total interest of all 

purehasing parties. He\'ltl'ler, there shall be ne preferential right to purehase in these . eases vkere any party wishes to mortgage 

its interests, er te transfer title te its interests te its mortgagee in lieu ef or pursuant to foreelosure ef a mortgage ef its interests, 

or to dispose ef its interests by merger, reorganization, eenselieatien, er by sale of all or substantially all of its Oil ana Gas assets 

te any party, or by transfer ef its interests to a subsidiary or parent eompany or te a subsidiary ef a parent eempany, or to any 

eompany in whieh sueh party owns a m~ority of the stoek. 

ARTICLE IX. 

INTERNAL REVENUE CODE ELECTION 

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

parties have not otherwise agreed to .form a tax partnership pursuant to Exhibit "G" or other agreement between them, each 

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

"A," of the Internal Revenue Code of 1986, as amended ("Code"), 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 evidence of this election as may be required by the Secretary of the Treasury of the United States or the 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 each party hereby affected give further evidence of this 

election, each such party shall execute such documents and furnish such other evidence as may be required by the Federal Internal 
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Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other action 

2 inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the Contract 

3 Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter "K," Chapter 

4 1, Subtitle "A," of the Code, under 'which an election similar to that provided by Section 761 of the Code is pennitted, each party 

5 hereby affected shall make such election as may be pem1itted or required by such laws. In making the foregoing election, each 

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

7 

8 

computation of partnership taxable income. 

ARTICLE X. 

9 CLAIMS AND LAWSUITS 

1 0 Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure 

11 does not exceed Fiftv Thousand and no/100 Dollars ($50,000.00) and if the payment is in complete settlement 

12 · of such claim or suit. If the amount required for settlement exceeds the above amount, the parties hereto shall assume and take over 

13 the further handling of the claim or suit, unless such authority is delegated to Operator. All costs and expenses of handling settling, 

14 or othenvise discharging such claim or suit shall be a the joint expense of the parties participating in the operation from which the 

15 claim or suit arises. If a claim is made against any party or if any party is sued on account of any matter arising from operations 

16 hereunder over which such individual has no control because of the rights given Operator by this agreement, such party shall 

17 immediately notify all other parties, and the claim or suit shall be treated as any other claim or suit involving operations hereunder. 
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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 to indemnify or make money payments or furnish security, that party shall give to all other parties 

5 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, hut 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, unavailability of equipment, and any other 

I 0 cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party 

II 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 difficulties shall be handled shall 

15 

16 

be entirely within the discretion of the party concerned. 

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 thereafter 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 the 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 to 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 a party is not available to receive notice orally or by telephone when a party attempts to deliver a notice required 
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to be delivered within 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall 

be deemed delivered in the same manner provided above for any responsive notice. 

ARTICLE XIII. 

TERM OF AGREEMENT 

This agreement shall remain in full force and effect as to the Oil and Gas Leases and/or Oil and Gas Interests subject 

hereto for the period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title 

or interest in or to any Lease or Oil and Gas Interest contributed by any other party beyond the tem1 of this agreement. 

B Option No. 1: So long as any of the Oil and Gas Leases SH~eet to this agreement remain or are eontiooed in foree as to any part 

of the Contrast ,-\ioea, whether by prodHetion, eJ<tension, renewal or otherwise. 

00 Option No. 2: In the event the well described in Article VI.A., or any subsequent well drilled under any provision 

of this agreement, results in the Completion of a well as a well capable of production of Oil and/or Gas in paying 

quantities, 

additional 

additional 

this agreement shall continue in force so long as any such well is capable of production, and for an 

period of ___llill__ days thereafter; provided, however, if, prior to the expiration of such 

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

Plugging Back, testing or attempting to Complete or Re-complete a well or wells hereunder, this agreement shall 

continue in force until such operations have been completed and if production results therefrom, this agreement 

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

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

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

completing, Plugging Back or Reworking operations are commenced within 180 days from the 

date of abandonment of said well. "Abandonment" for such purposes shall mean either (i) a decision by all parties 

not to conduct any further operations on the well or (ii) the elapse of 180 days from the conduct of any 

operations on the well, whichever first occurs. 

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

remedy therefor which has accrued or attached prior to the date of such termination. 
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Upon termination of this agreement and the satisfaction of all obligations hereunder, in the event a memorandum of this 

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

3 notice of tellllination, and each party hereto agrees to execute such a notice of termination as to Operator's interest, upon 

4 request of Operator, if Operator has satisfied all its financial obligations. 

5 ARTICLEXIV. 

6 COMPLIANCE WITH LAWS AND REGULATIONS 

7 A. Laws, Regulations and Orders: 

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

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

I 0 and local laws, ordinances, rules, regulations and orders. 

II B. Governing Law: 

12 This agreement and all matters pertaining hereto, including but not limited to matters of performance, non-

13 performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall be governed and 

14 determined by the law of the state in which the Contract Area is located. If the Contract Area is in two or more states, 

15 the law of the state of Utah shall govern. 

16 C. Regulatory Agencies: 

17 Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any 

18 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 mineral operations, including the location, operation, or 

2 production of wells, on tracts offsetting or adjacent to the Contract Area. 

3 With respect to the operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, 

4 injuries, claims and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation 

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

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

7 constitute gross negligence. Each Non-Operator further agrees to reimburse Operator for such Non-Operator's share of 

8 production or any refund, fine, levy or other governmental sanction that Operator may be required to pay as a result of such 

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

10 incorrect interpretation or application. 

11 ARTICLE XV. 

12 MISCELLANEOUS 

13 A. Execution: 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
25 

26 
27 

28 
29 
30 

31 

32 

33 

34 

35 
36 
37 

38 

39 

40 
41 

42 

43 

44 

45 
46 
47 
48 

49 
50 
51 

52 

53 

54 

55 

56 
57 

58 
59 

60 

This agreement shall be binding upon each Non-Operator when this agreement or a counterpart thereof has been 

executed by such Non-Operator and Operator notwithstanding that this agreement is not then or thereafter 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 Area. Operator may, however, by written notice to all Non-Operators 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 

event later than five days prior to the date specified in Article VI.A. for commencement of t11e 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 cease 

as of such termination. In the event any Non-Operator has advanced or prepaid any share of drilling or other costs 

hereunder, all sums so advanced shall be returned to such Non-Operator without interest. In the event Operator proceeds 

with drilling operations for the Initial Well without the execution hereof by all persons listed on Exhibit "A" as having a 

current working interest in such well, Operator shall indemnify Non-Operators with respect to all costs incurred for the 

Initial Well which would have been charged to such person under this agreement if such person had executed the same and 

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

executed the same. 

B. Successors and Assigns: 

This agreement shall be binding upon 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 instmment may be executed in any number of counterparts, each of which shall be considered an original for all 

purposes. 

D. Severability: 

For the purposes of assuming or rejecting this agreement as an executory contract pursuant to federal bankruptcy laws, 

this agreement shall not be severable, but rather 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 herein shall be a material default. 

1. 

2. 

ARTICLE XVI. 

OTHER PROVISIONS 

Costs Associated with Use of Consultants. Operator may charge the reasonable costs of consultants, including 
attorneys, necessary to secure regulatory permits and approvals for driiiing wells, laying pipelines, collecting and 
discharging water and any other matters related to the project. 

Advances of Cost of Operations: Notwithstanding the provisions of Article VII.C herein to the contrary, Operator 
may require from any other party advance payment, within 15 days after biiiing, or within 48 hours after billing in 
the event of a proposed completion or in the event a drilling rig is on location, of such other party's anticipated 
share of any item of expense for which the Operator would be entitled to reimbursement under any provision of 
this agreement. Such right includes, but is not limited to, the right to require advance payment for the estimated 
costs of drilling a well or completion of a well as to which an election to participate in drilling or completion has 
been made. Operator shall pay into the joint account its share of any advance at the time payments from Non
Operators are due. Prior to commencing any operation for which advances have been requested, Operator shall 
deliver to Non-Operators written verification of the deposit of such advances into the separate account required by 
this agreement. Any amounts advanced by a Non-Operator hereunder in excess of that which is reasonably 
expected to be needed by Operator to complete the operations for which the funds were advanced shall be 
promptly refunded to such Non-Operator. 
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Multiple Well Proposals: No party to this Agreement shall propose the drilling of more than one well at a time, 
nor shall any party to this Agreement propose the drilling of a well during the time that another well is being 
drilled except: (1) by mutual consent of all parties hereto, or (2) if one or more of said proposed wells are 
obligations necessary for the maintenance of any leasehold interest on acreage covered by this Agreement. 

Lease(s) Subject to Pugh Clause(s): Notwithstanding the provisions of Article IV.B.3. herein to the contrary, 

should any lease subject to this Agreement contain a Pugh Clause, the party, or parties, contributing said lease 

shall alone bear the loss of those portions ofthe lease, whether on a surface basis (vertical) or on a depth basis 

(horizontal), that expire or terminate as a result ofthe terms of the Pugh Clause, and the interests ofthe parties 

contained on Exhibit "A" shall be revised on an acreage basis or a depth basis, whichever is applicable, as of the 

time the affected portions of the lease terminate as a result of the Pugh Clause. 

Priority of Operations: Where a well has been authorized under the terms of this agreement by all parties (or by 

one or more, but less than all parties under Article VI.B.2.) and has been drilled to the Objective Depth or the 

Objective Formation, whichever is deepest, and the parties participating in the well cannot agree upon the 

sequence and timing of further operations regarding such well, the following elections shall control in the order 

enumerated below: 

A. 
B. 
c. 
D. 

E. 

An election to do additional logging, coring or testing. 

An election to attempt to complete the well at either the Objective Depth or Objective Formation. 

An election to deepen said well. 

An election to plug back and attempt to complete said well. 

An election to sidetrack the well. 

However, if at any time said participating parties are considering the above elections, the hole is in such a 

condition that in the opinion of the participating working interest owners, who owns a majority interest 

(based upon working interest ownership as shown or;t Exhibit "A" after excluding ariy non-participating 

working interest, a reasonable 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 set forth 

above. In such event, the operation which, in the opinion of a majority ofthe participating working interest 

owners, 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 but shall 

suffer no other penalty. 

It js agreed by the parties hereto that when any well provided for in this Agreement is drilling or testing, 

no party shall propose the drilling of an additional well on the contract acreage unless the drilling of a well is 

necessary to perpetuate the Lease or for some other reason it is mutually agreed by the parties hereto that an 

additional \veil should be drilled prior to the completion of a well on the contract acreage. 

Regulations: Any state or Federal regulation, penalties and/or assessments which may be lawfully applied to 
Operator as the result ·of any action by said Operator in Operator's conduct of the operations hereunder, shall be 
shared by the Operator and the Non-Operators in proportion to their interests as set forth in Exhibit "A" hereof 
provided there is no fraud, intentional mjsrepresentation or other act of negligence or willful misconduct by the 
Operator. 

Conflict of Terms: In the event of a conflict between the typewritten portion and printed portions hereof in this 
Operating Agreement, the typewritten portions shall prevail. 

In the event of a conflict between the provisions of this Article XVI and any other provisions of the printed 
portions of the Operating Agreement, the provisions ofthis Article XVI shall control and prevail. 

Metering of Production: In the event of transfer, sale, encumbrance or other disposition of interest within the 

Contract Area which creates the necessity of separate measurement of production, the party creating the necessity 

for such separate measurement shall alone bear the cost of purchase, installation and operation of such facilities. 

Public Announcements: The parties hereto agree that prior to making any public announcement or statement with 

respect to this operating agreement or operations conducted hereunder, the party desiring to make such public 
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10. 

11. 

12. 

announcement or statement shall consult with the other party hereto and exercise its vest efforts to (i) agree upon 

the text of a joint public announcement or statement to be made by all parties hereto or (ii) obtain approval of the 
other party hereto to the text of a public announcement or statement to be made by less than all parties hereto. 

Nothing contained in this paragraph shall be construed to require either party to obtain approval ofthe other party 

hereto to disclose information with respect to this agreement to any state or federal governmental authority or 

agency to the extent required by applicable law or by any applicable rules, regulations or orders of any 
governmental authority or agency having jurisdiction or necessary to comply with disclosure requirement of the 

New York Stock Exchange or any other regulated stock exchange and applicable securities laws. The only other 

exception to the foregoing shall be that in the event of an emergency involving extensive property damage, 

operations failure, loss of human life or other clear emergency, the Operator is authorized to furnish such 

minimum, strictly factual information as shall be necessary to satisfy the legitimate public interest on the part of 
the press and duiy constituted authorities if time does not permit the obtaining of prior written approval by the 

other party. 

Arbitration: If any claim or controversy arises out of, or relates to, this Agreement, Operator and Non-Operators 

shall make a good faith attempt to resolve the matter through their senior management representatives, and said 

personnel of Operator and each Non-Operator shall meet in person and make a good faith attempt to resolve or 
settle the matter. In the event that Operator and senior management of the Non-Operators cannot settle the claim 

or controversy, Operator and the Non-Operators agree to resolve or settle the matter in accordance with the rules of 

the American Arbitration Association then in effect including the sharing and payment of costs provided in said 

rules. If the rules do not address the sharing and payment of costs, then said costs shall be borne proportionately 

between Operator and the Non-Operators in accordance with their respective after payout interests. 

The Arbitration shall be in Denver, Colorado, or such other place within the United States on which Operator and 

the Non-Operators agree, and shall be held before a disinterested third party arbitrator with a minimum often (10) 

years of experience, and qualified in the area under dispute, selected by mutual agreement of Operator and the 

Non-Operators. If the Non-Operators are unable to promptly agree upon an arbitrator, any Non-Operator may 
apply to the Senior Judge of the United States District Court for the District of Colorado, who shall appoint such 

arbitrator. 

Notwithstanding any provisions contained in the Rules of the American Arbitration Association, Operator and the 

Non-Operators shall, prior to any arbitration hearing, be entitled to discovery of all documents and information 

reasonably necessary for a full understanding of any legitimate issue raised in the arbitration. They may use all legal 
methods of discovery, including but not limited to depositions, requests for admissions, interrogatories and requests 

for production of documents. In addition thereto, Operator and/or any Non-Operator may use discovery for any 
matter or use any method of discovery allowed under the Federal Rules of Civil Procedure. The time period for 

compliance shall be set by the arbitrator, who may also set reasonable limits on the scope of such discovery. The 

decision of the arbitrator shall be in writing and include a statement of facts and conclusion of law and shall be final 

and binding upon Operator and the Non-Operators. Operator and the Non-Operators hereto consent to and do hereby 

submit to the jurisdiction of the Courts (Federal and State) of Williams County, North Dakota, for all purposes in 

connection with the arbitration, including the enforcement of the award and/or findings of the arbitrator. 

DEFINITION OF EQUIPMENT AS USED IN ARTICLE IV.B.2.Cb) (ii). 

Consenting Parties are entitled under this Article VI.B.2.(b )(ii). Consenting Parties are entitled under 
Article IV.B.2.(b) (ii) to recover 200% of the cost of "newly acquired equipment in the well" before 

reversion of the relinquished interest to Non-Consenting Parties. For this purpose, the term "equipment" 

means down-hole equipment. Wellhead and surface equipment beyond the wellhead connections including, but 

not limited to, treaters, compressors, separators, flowlines, tanks, motor pump units (both surface and 
down-hole), electrification and other lease equipment necessary for the proper operation of the well, and the 

cost to be recovered includes the cost and expense incurred in the installation thereof 

FORCE MAJEURE. 

The Parties recognize that due to environmental concerns relating to the lands in Exhibit A, there may be limited 
drilling windows during which Operator will be permitted to drill, and that consequently a force majeure 

preventing drilling during one window may require that Operator defer drilling until the next available 

-26-



2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

12 
13 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

56 
57 
58 
59 

60 

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

13. 

window, even though the force majeure that originally prevented the drilling terminates earlier. In that event, the 

force majeure shall be considered to continue until Operator, with reasonable diligence, is able to commence 

or resume drilling in the next available drilling window. If the force majeure ends while the drilling window is 
open but without sufficient time within that window to allow the weH to be drilled to · total depth. Operator 

may defer commencement or resumption of drilling until the next available window. 

Additional Definitions (Continued from Article 1): 

I. The term "lateral" shall mean that portion of a wellbore that deviates from approximate vertical 

orientation and all weHbore beyond such deviation to total depth. 

J. The term "horizontal" shall mean a well containing a single lateral in which the wellbore deviates from 

approximate vertical orientation to approximate horizontal orientation in order to drill within and test a 

specific geological interval, utilizing deviation equipment, services, and technology. This shall include 

similar operations conducted in the re-entry of an existing wellbore. 

K. The term "multi-lateral well" shall mean a well which contains more than one lateral" and in which the 
well bores deviate from approximate vertical orientation to approximate horizontal orientation in order to 

drill within and test a specific geological interval, utilizing deviation equipment, services and 

technology. This shall include similar operations conducted in the re-entry of an existing wellbore. 

L. The term "total depth" shaH apply to all multi-lateral or horizontal wells drilled pursuant to this 

Agreement and shaH mean the distance from the surface of the ground to the terminus of the weHbore. 

Each lateral together with the common vertical wellbore shaH be considered a single wellbore and shaH 

have a corresponding total depth if the production form each lateral is to be measured separately and not 

commingled in the vertical wellbore. If the production from each lateral is to be commingled in the 

common vertical wellbore then the lateral(s) and vertical weHbore shaH be considered collectively as a 
single wellbore. When the proposed operation is the drilling of, or operations on, a well containing a 

lateral component, the term "depth" whenever used in this Agreement shall be deemed to read "total 

measured depth" insofar as it applies to such well. 

M. The term "deepen" when used in conjunction with a horizontal or multi-lateral well shall mean an 

operation whereby a lateral is drilled to a distance greater than the distance set out in Article VI.A. 

N. For the purposes of this Agreement, as to a horizontal or multi-lateral well, the term "plug back" shall 

mean an operation to test or complete the weH at a stratigraphically shallower geological horizon in 

which an operation has been or is being completed and which is not within an existing lateral. 
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IN WITNESS WHEREOF, this agreement shall be effective as of the _____lR. day of March, 2017. 

whe has prepared aad eiretllated this ferm :fer m<ee~:~tiea, represeats aad warraats 
that the :ferm was priated frem aad, 'Nith the el<eeptiea(s) listed belew, is ideatieal te the t\APL Ferm 610 1989 Medel Ferm 

Operatiag Agreemeat, as p1:1blished ia eemp1:1terized :ferm by Ferms On A Disk, Ine. ~Ne ehanges, alteratieas, er 

medifieatieas, ether than these made by strikethre1:1gh aad/-or iasertien aad that are elearly reeegaizable as ehaages ia 
Artieles have beea made te the :ferm. 

OPERATOR 

CRESCENT POINT ENERGY U.S. CORP. 

By __________________________________ __ 

NON-OPERA TORS 

By ________________________________ __ 
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EXHIBIT "A" 

This Attachment is made a patt of that cettain Memorandum of Operating Agreement and Financing 
Statement dated Effective March 1, 2017, by and between Crescent Point Energy U.S. Corp., as Operator, 

and , as Non Operator. 

I. DESCRJPTION OF LANDS SUBJECT TO TillS AGREEMENT 

Section 13, Township 4 South, Range 2 East of the Uintah Special Meridian 
Uintah County, Utah 

II. DEPTH RESTRICTIONS 

None 

ID. WORKING INTEREST OWNERSHIP I SIGNATORY PARTIES 

Name 
CRESCENT POINT ENERGY, U.S. CORP 

Richard D. Roundy 

IV. ADDRESSES FOR NOTICE PURPOSES: 
CRESCENT POINT ENERGY U.S. CORP 
555 171

h St. Suite 1800 
Denver, CO 80202 

Working Interest 
BPO 

Richard D. Roundy- Heir of MUNC 1-A & MUNC 125 
The Road Home 
210 S. Rio Grande St. 
Salt Lake City, UT 84101 



Exhibit "B" 
This Attachment is made a part of that ce1tain Joint Operating Agreement dated Effective March 1, 2017, by and between Crescent 

Point Energy U.S. Corp., as Operator, and the , as Non Operator. 

PRODUCERS 88-PAID UP 

OIL AND GAS LEASE 

This Oil and Gas Lease ("Lease") is made this ___ day of _______ , 20_, by and between Legal name 

and mailing address ("Lessor" whether one or more) and Crescent Point Energy U.S. Corp., whose address is 555 1?'h 

Street, Suite 750, Denver, CO 80202 ("Lessee"). 

WITNESSETH, For and in consideration of TEN DOLLARS, the covenants and agreements contained herein, and other 
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, Lessor does hereby 
grant, demise, lease and let exclusively unto said Lessee, with the exclusive rights for the purposes of exploring by 
geophysical and other methods, drilling and operating for and producing therefrom oil and all gas of whatsoever nature or 
kind (including coalbed gas), and laying pipelines, telephone lines, building tanks, compressor units, roadways and 
structures thereon to produce, save and take care of said products, and the exclusive surface or subsurface rights and 
privileges related in any manner to any and all such operations, and any and all other rights and privileges necessary, 
incident to, or convenient for the operation alone or conjointly with neighboring land for such purposes, all that certain tract 
or tracts of land situated in County, State of described as follows, to wit: 

and containing acres, more or less, and also, in addition to the above described land, any and all strips or 
parcels of land, other than those constituting regular governmental subdivisions adjoining or contiguous to the above 
described land and owned or claimed by Lessor, all of the foregoing land being hereinafter referred to as the "Premises" 
It is the intention of the Lessor herein that the Premises cover and include all lands owned or claimed by Lessor in the 
above numbered governmental section or sections together with any and all accretions thereto whether or not herein 
accurately and completely described. 

1. It is agreed that this Lease shall remain in full force for a term of Five (5) years from this date ("Primary Term") and as 
long thereafter as oil or gas of whatsoever nature or kind is produced from the Premises or on acreage pooled or 
unitized therewith, or operations are continued as hereinafter provided. If, at the expiration of the Primary Term, oil or 
gas is not being produced from the Premises or on acreage pooled or unitized therewith but Lessee is then engaged 
in drilling, reworking or dewatering operations thereon, then this Lease shall continue in force so long as such 
operations are being continuously prosecuted. Operations shall be considered to be continuously prosecuted if not 
more than one hundred eighty (180) days shall elapse between the completion or abandonment of one well and the 
beginning of operations for the drilling of a subsequent well. If after discovery of oil or gas on the Premises or on 
acreage pooled or unitized therewith, the production thereof should cease from any cause after the primary term, this 
Lease shall not terminate if Lessee commences additional drilling, reworking or dewatering operations within one 
hundred eighty (180) days from date of cessation of production or from date of completion of a dry hole. If oil or gas 
shall be discovered and produced as a result of such operations at or after the expiration of the Primary Term, this 
Lease shall continue in force so long as oil or gas is produced from the Premises or on acreage pooled or unitized 
therewith. 



2. This is a PAID-UP LEASE. In consideration of the payment made herewith, Lessor agrees that Lessee shall not be 
obligated, except as otherwise provided herein, to commence or continue any operations during the primary term. 
Lessee may at any time or times during or after the Primary Term surrender this Lease as to all or any portion of the 
Premises and as to any strata or stratum, by delivering to Lessor or by filing for record a release or releases , and be 
relieved of all obligations thereafter accruing as to the acreage surrendered. 

3. Lessee covenants and agrees to pay royalty to Lessor as follows: 
(a) .On oil, to deliver to the credit of Lessor, free of cost on the lease if sold on the Premises or free of cost into 

the pipeline to which Lessee may connect wells at first point of sale, the equal sixteen and two thirds per-cent 
(16.67%) part of all oil produced and saved from the Premises. 

(b) On gas of whatsoever nature or kind, liquid hydrocarbons and their respective constituent elements, 
casinghead gas or other gaseous substances, produced from the Premises ("Gas") Lessee shall pay, as royalty, 
sixteen and two thirds per-cent (16.67%) of the net proceeds realized by Lessee from first point of sale. 

(c) Lessee shall have the right to pay Lessor's proportionate share of any required severance, excise or gross 
production taxes and to deduct any amount paid from future revenue distribution if deemed appropriate by 
Lessee. 

4. Where gas from a well capable of producing gas is not sold or used after the expiration of the Primary Term, Lessee 
shall pay or tender as royalty to Lessor at the address set forth above One Dollar ($1.00) per year per net mineral 
acre that is attributable to Lessors ownership, such payment or tender to be made on or before the anniversary date 
of this Lease next ensuing after the expiration of ninety (90) days from the date such well is shut in or dewatering 
operations are commenced and thereafter on or before the anniversary date of this Lease during the period such well 
is shut in or dewatering operations are being conducted. 

5. If Lessor owns a lesser interest in the Premises than the entire and undivided fee simple estate therein , then the 
royalties, including any shut-in Gas royalty, herein provided for shall be paid Lessor only in the proportion which 
Lessor's interest bears to the whole and undivided fee. 

6. Lessee shall have the right to use, free of cost, gas, oil and water produced on the Premises for Lessee's operations 
thereon , except water from the wells, streams, lakes and ponds of Lessor. 

7. When requested by Lessor, in the event Lessor is also the surface owner, Lessee shall bury Lessee's pipel ine below 
plow depth and no well shall be drilled nearer than 500 feet to the house or barn now on the Premises without written 
consent of Lessor. Lessee shall pay for damages caused by Lessee's operations on the Premises. Lessee shall 
have the right at any time to remove all machinery and fixtures (including casing) Lessee has placed on the Premises. 

8. The rights of the Lessor and Lessee hereunder may be assigned in whole or part. No change in ownership of 
Lessor's interest (by assignment or otherwise) shall be binding on Lessee until Lessee has been furnished with notice, 
consisting of certified copies of all recorded instruments or documents and other information necessary to establish a 
complete chain of record title from Lessor, and then only with respect to payments thereafter made. No other kind of 
notice, whether actual or constructive, shall be binding on Lessee. No present or future division of Lessor's ownership 
as to different portions or parcels of the Premises shall operate to enlarge the obl igations or diminish the rights of 
Lessee, and all of Lessee's operations may be conducted without regard to any such division. If all or any part of this 
Lease is assigned , no leasehold owner shall be liable for any act or omission of any other leasehold owner 

9. Lessee, at its option, is hereby given the right and power at any time and from time to time as a recurring right, either 
before or after production , as to all or any part of the land described herein and as to any one or more of the 
formations hereunder, to pool or unitize the leasehold estate and the mineral estate covered by this lease with other 
land, lease or leases in the immediate vicinity for the production of oil and gas, or separately for the production of 
either, when in Lessee's judgment it is necessary or advisable to do so, and irrespective of whether authority similar to 
this exists with respect to such other land , lease or leases. Likewise, units previously formed to include formations not 
producing oil or gas, may be reformed to exclude such non-producing formations. The forming or reforming of any 
unit shall be accomplished by Lessee executing and filing of record a declaration of such unitization or reformation, 
which declaration shall describe the unit. Any unit may include land upon which a well has theretofore been 
completed or upon which operations for drilling have theretofore been commenced. Production, drilling or reworking 
operations or a well shut in for want of a market anywhere on a unit which includes all or a part of this lease shall be 
treated as if it were production, drilling or reworking operations or a well shut in for want of a market under this lease. 
In lieu of the royalties elsewhere herein specified, including shut-in gas royalties , Lessor shall receive on production 
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from the unit so pooled royalties only on the portion of such production allocated to this lease; such allocation shall be 
that proportion of the unit production that the total number of surface acres covered by this lease and included in the 
unit bears to the total number of surface acres in such unit. _In addition to the foregoing, Lessee shall have the right to 
unitize, pool, or combine all or any part of the above described lands as to one or more of the formations thereunder 
with other lands in the same general area by entering into a cooperative or unit plan of development or operation 
approved by any governmental authority and, from time to time, with like approval, to modify, change or terminate any 
such plan or agreement and, in such event, the terms, conditions and provisions of this lease shall be deemed 
modified to conform to the terms, conditions, and provisions of such approved cooperative or unit plan of development 
or operation and, particularly, all drilling and development requirements of this lease, express or implied, shall be 
satisfied by compliance with the drilling and development requirements of such plan or agreement, and this lease 
shall not terminate or expire during the life of such plan or agreement. In the event that said above described lands or 
any part thereof, shall hereafter be operated under any such cooperative or unit plan of development or operation 
whereby the production therefrom is allocated to different portions of the land covered by said plan, then the 
production allocated to any particular tract of land shall, for the purpose of computing the royalties to be paid 
hereunder to Lessor, be regarded as having been produced from the particular tract of land to which it is allocated and 
not to any other tract of land; and the royalty payments to be made hereunder to Lessor shall be based upon 
production only as so allocated. Lessor shall formally express Lessor's consent to any cooperative or unit plan of 
development or operation adopted by Lessee and approved by any governmental agency by executing the same 
upon request of Lessee. 

10. All express or implied covenants of this Lease shall be subject to all Federal and State Laws, Executive Orders, Rules 
or Regulations, and this Lease shall not be terminated, in whole or in part, nor Lessee held liable in damages, for 
failure to comply therewith if compliance is prevented by, or if such failure is the result of, any such Law, Order, Rule 
or Regulation. Any delay or interruption caused by storm, flood, act of God or other event of force majeure shall not 
be counted against Lessee. If, due to the above causes or any cause whatsoever beyond the control of Lessee, 
Lessee is prevented from conducting operations hereunder, such time shall not be counted against Lessee, and this 
Lease shall be extended for a period of time equal to the time Lessee was so prevented, anything in this Lease to the 
contrary notwithstanding. 

11. Lessor hereby warrants and agrees to defend the title to the lands herein described, and agrees that the Lessee shall 
have the right at any time to redeem for Lessor, by payment, any mortgages, taxes or other liens on the above 
described lands, in the event of default of payment by Lessor and be subrogated to the rights of the holder thereof, 
and the undersigned Lessors, for themselves and their heirs, successors and assigns, hereby surrender and release 
all right of dower and homestead in the premises described herein, insofar as said right of dower and homestead may 
in any way affect the purposes for which this lease is made, as recited herein. 

12. Should any one or more the parties named as Lessor herein fail to execute this Lease, it shall nevertheless be binding 
upon all such parties who do execute it as Lessor. The word "Lessor", as used in this Lease, shall mean any one or 
more of all of the parties who execute this Lease as Lessor. All the provisions of this lease shall be binding on the 
heirs, successors and assigns of Lessor and Lessee. 

13. This Lease shall never be terminated, forfeited, or canceled for Lessee's failure to perform, in whole or in part, any of 
the covenants, conditions, obligations and requirements set forth in this Lease, until Lessee, after written notice by 
Lessor, has been given a reasonable period of time within which to comply with the covenant, condition, obligation, or 
requirement. 

14. Lessee is expressly granted the exclusive right to conduct geophysical exploration by means of seismograph, 
vibroseis or similar techniques. However, if Lessee conducts such geophysical exploration or operations on the lands 
covered by this Lease, all shot holes shall be kept a sufficient distance away from Lessor's water wells so as not to 
cause any damage to the water wells. Lessee shall promptly plug all shot holes with concrete plugs or other approved 
methods set below plow depth, fill the holes with dirt on top of the plugs, and restore the surface of the lease premises 
to substantially the same condition it was in prior to the commencement of the geophysical operations. 

15. Lessor recognizes that Lessee has the right to use as much of the surface of the lease premises as a reasonably 
prudent operator would use to accomplish the purposes of this Lease. 

16. No litigation shall be initiated by Lessor with respect to any breach ordefault by Lessee hereunder, for a period of at 
least 90 days after Lessor has given Lessee written notice fully describing the breach or default, and then only if 
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Lessee fails to remedy the breach or default, within such period. In the event the matter is litigated and there is a final 
judicial determination that a breach or default has occurred, this lease shall not be forfeited or cancelled in whole or in 
part unless Lessee is given a reasonable time after said judicial determination to remedy the breach or default and 
Lessee fails to do so. 

17. In the event that Lessor, during the primary term of this lease, receives a bona fide offer which Lessor is willing to 
accept from any party offering to purchase from Lessor a lease covering any or all of the substances covered by this 
lease and covering all or a portion of the land described herein, with the lease becoming effective upon expiration of 
this lease, Lessor hereby agrees to notify Lessee in writing of said offer immediately, including in the notice the name 
and address of the offer or the price offered and all other pertinent terms and conditions of the offer. Lessee, for a 
period of fifteen days after receipt of the notice, shall have the prior and preferred right and option to purchase the 
lease or part thereof or interest therein, covered by the offer at the price and according to the terms and conditions 
specified in the offer. This instrument may be executed in any number of counterparts, each of which shall be deemed 
an original and shall be binding upon the party or parties so executing, their heirs, successors and assigns, and all of 
which when taken together constitute but one and the same instrument. 

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

By: 

By: 

Acknowledgement 

STATE OF ______________ __ 

COUNTY OF ______________ __ 

The foregoing instrument was acknowledged before me this day of ______ _ 201 by 

My Commission Expires: 

Notary Public 
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COPAS 1984 ONSHORE 
Recommended by the Council 
of Petroleum Accountants 
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EXHIBIT " C " 

This Attachment is made a part ofthat certain Joint Operating Agreement dated Effective March 1, 2017, by and between Crescent Point Energy U.S. 
2 Corp., as Operator, and the Heirs and/or ., as Non Operator. 
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1. 

2. 

3. 

ACCOUNTING PROCEDURE 

JOINT OPERATIONS 

I. GENERAL PROVISIONS 

Definitions 

"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting Procedure 

is attached. 

"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 

·maintenance ofthe 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 Operator and Non-Operators. 

"First Level Supervisors" shall mean 

supervision of other employees and/or 

capacity. 

those employees whose 

contract labor directly 

primary 

employed 

function 

on the 

in 

Joint 

Joint Operations 

Property in a 

is the direct 

field operating 

"Technical Employees" shall mean those employees having special 

professional skills, and whose primary function in Joint Operations is 

problems for the benefit of the Joint Property. 

and specific engineering, geological or other 

the handling of specific operating conditions and 

"Personal Expenses" shall mean travel and other reasonable reimbursable 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 Manual as 

most recently recommended by the Council or Petroleum Accountants Societies. 

Statement and Billings 

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 authority 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. 

B. 

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 

share of estimated cash outlay for the succeeding month's operation within fifteen (I 5) days 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 received from the Non-Operators. 

Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made 

within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at The Bank of Nova Scotia. New York Agency 

on the first day of the month in which delinquency occurs plus I% or the 

maximum contract rate pennitted by the applicable usury laws in the state in which the Joint Property is located, 
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4. 

whichever is the Jesser, plus attorney's fees, court costs, and other costs 

amounts. 

Adjustments 

COPAS 1984 ONSHORE 
Recommended by the Council 
of Petroleum Accountants 

Societies fiQOA C 
in connection with the collection of tlJ ldf'\1) 

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof; 

provided, however, all bills and statements rendered to Non-Operators by Operator 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 a physical inventory of 

Controllable Material as provided for in Section V. 

COPYRIGHT © 1985 by the Council of Petroleum Accountants Societies. 

- 2 -



COPAS 1984 ONSHORE 
Recommended by the Council 
of Petroleum Accountants 

r------------Societie_s --~O~A~ 

2 

3 

4 
5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 
45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

5. Audits 

6. 

A. 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 relating 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 effort to conduct a joint audit in a manner which will result in a minimum of inconvenience 

to the Operator. 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 apprqval 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. 

B. The Operator shall reply in writing to an audit report within 180 days after receipt of such report. 

Approval By Non-Operators 

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, Operator shall notifY all Non-Operators of the Operator's proposal, and the 

agreement or approval of a majority in interest ofthe Non-Operators shall be controlling on all Non-Operators. 

IT. DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. 

2. 

3. 

Ecological and Environmental 

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory 

environmental considerations applicable to the Joint Operations. Such costs may include surveys 

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 

requirements to satisfY 

of an ecological or 

A. (I) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct of 

Joint Operations. 

(2) Salaries ofFirst level Supervisors in the field. 

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are 

excluded from the overhead rates. 

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to imd directly 

employed in the operation or the Joint Property if such charges are excluded from the overhead rates. 

B. 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 3A of this Section II. 

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. 
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4. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are 

applicable to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section n. 

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under 

Paragraphs 3A and 3B of this Section ll. 

Employee Benefits 

Operator's current costs or established plans for employees' group life insurance, hospitalization, pension, retirement, 

stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeable to the 

Joint Account under Paragraphs 3A and 3B of this Section n shall be Operator's actual cost not to exceed the percent 

most recently recommended by the Council of Petroleum Accountants Societies. 
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5. Material 

6. 

7. 

8. 

9. 

10. 

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such 

Material shall be purchased for or transferred to the Joint Property as may be required for immediate use and is 

reasmiably 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 subject to the following limitations: 

A. If Material is moved to the Joint Property from the Operator's warehouse or other properties, 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. 

B. If surplus Material is moved to Operator's warehouse or other storage point, 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 normally 

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 propenies belonging to Operator, unless agreed to by the 

Parties. 

C. In the application of subparagraphs A and B above, the 

available when the actual charge is $400 or less excluding 

option to equalize or charge actual trucking cost is 

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 

I 0 of Section II and Paragraph i, ii, and iii, of Section m. 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 charged to the Joint Account unless previously agreed to by the Parties. 

Equipment and Facilities Furnished By Operator 

A. 

B. 

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, depreciatien, and interest on gross investment less accumulated depreciation not to 

exceed twelve percent ( 12.0 %) per annum. Such rates shall not exceed average commercial 

rates currently prevailing in the immediate area of the Joint Property. 

In lieu of charges in Paragraph 8A above, Operator may elect to 

immediate area of the Joint Property less 20%. For automotive 

published by the Petroleum Motor Transport Association. 

use average 

equipment, 

commercial rates prevailing in the 

Operator may elect to use rates 

Damages and Losses to Joint Property 

All 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 thereof has been received by Operator. 

Legal Expense 
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COPAS 1984 ONSHORE 
Recommended by the Council 
of Petroleum Accountants 
Societies 

of j udgments ~0~~ of handling, investigating and settling litigation or claims, discharging of liens, payment 

paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to 

or recover the Joint Property, except that no charge for services of Operator's legal staff or fees or expense of 

attorneys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be 

by the overhead provisions of Section m unless otherwise agreed to by the Parties, except as provided in Section 

I, Paragraph 3. 

Taxes 

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof, 

or the production therefrom, and which taxes have 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 herein, 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. 
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12. 

13. 

14. 

15. 

1. 

In~urance 

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 abandonment of the Joint Property, including costs required by governmental or other regulatory 

authority. 

Communications 

Cost of acquiring, leasing, installing, operating, reparrmg 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 11 

Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section ill 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. 

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: 

( X ) Fixed Rate Basis, Paragraph lA, or 

( ) Percentage Basis, Paragraph IB 

Unless otherwise agreed to by the Parties, such charge shall be 

salaries or wages plus applicable burdens and expenses of all 

Paragraph 3A, Section IJ. 

in lieu of costs and expenses of all offices and 

personnel, except those directly chargeable under 

ii. 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: 

iii. 

A. 

) shall be covered by the overhead rates, or 

( X ) shall not be covered by the overhead rates. 

The salaries, wages and Personal Expenses 

and contract services of teclmical personnel 

the operation of the Joint Property: 

) shall be covered by the overhead rates, or 

( X ) shall not be covered by the overhead rates. 

Overhead - Fixed Rate Basis 

of Teclmical Employees and/or costs of professional consultant services 

either temporarily or permanently assigned to and directly employed in 

(I) Operator shall charge the Joint Account at the following rates per well per month: 
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Drilling Well Rate $. _ _ -"Jo~oo~o~.o,!',o!._ ____ _ _ _ __ _ 
(Prorated for less than a full month) 

Producing Well Rate $._--'1....,0,0,0"".0"'0'--- ------ - - -

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

(a) Drilling Well Rate 

(1) Charges for drilling wells shall begin on the date the well is spudded and termin.ate on the date 

the drilling rig, completion rig, or other units used in completion of the well is released, whichever 
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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, except that no charge shall be made during 

suspension of operations for fifteen ( 15) or more consecutive calendar days. 

(b) Producing Well Rates 

(I) An active well either produced or injected into for any portion of the month shall be considered as 

a one-well charge for the entire month. 

(2) Each active completion in a multi-completed well in which production is not commin$led 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 

production shall be considered 

a permanent sales outlet. 

in because of overproduction or failure of purchaser to take the 

as a one-well charge providing the gas well is directly connected to 

( 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. 

(5) All other inactive wells (including but not limited to inactive wells covered by unit allowable, lease 

allowable, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the first day of April each year following the effective date 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. 

B. Overheaa PereeRtage Basis 

(I) Operater shall eharge the Jeint Aeeeunt at the follewiRg rates: 

(a) DevelepmeRI 

nt( %) efthe east efdevelepmenl efthe JeiRt PrepeFty el<elusive efeests 

~HEier Paragraph Hl ef 8eetieR II and all sah'llge ereEiits. 

Pereent ( %) efthe east efeperating the JeiHt Preperty exelusi,•e efeests pre¥ided 

tinder Paragraphs 2 and I 0 ef 8eetien ll, all sal,•age ereEiits, the value ef injeeteEI substanees purehaseEI 

fo r seeenEial)' reee'lery and all taxes aRE! assessments 'Nhieh are levied, assessed ana paid upOH---Ihe 

mineral interest in and te the Jeint Preperl)·. 

(2) ApplieatieH ef Overhead Pereentage Basis shall be as-fullew!r. 
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2. 

Fer the jll!Fflese ef aetermieieg eharges ee a pereeetage basis l!Haer Paragfiljlh I B ef this Seetiee III, 

6e>1elepmeet shall ieel116e all eests ie eem~eetiee vfith arillieg, rearillieg, aeepeeieg, er aey remeaial 

eperatiees ee aey er all 'Mllls ieyeJviHg the 11se ef arillieg rig aea erew eapa!Jie ef arilliHg te the pre611eiHg 

ieterval eH the JeiHI Pffijlerty; aJse, preJimiHIH)' el<peHSilllres HeeeSSIH)' iH preparatiBH fur arilliHg aHa 

ffi<jleHairures ieel!rrea iH abaeaeeieg whee the well is eel eefiljlletea as a preal!eer, aea erigieal eest ef 

eeestruetiee er iestallatieH ef Hl<ea assets, the el<paesiee ef fixes assets aea aey ether pr~eet elearly 

aiseemible as a Hl<ea asset, em;ept Majer CeestruetieH as aefrnea ie Paragraph 2 ef this Seetiee III. f.JI ether 

eests shall be eeesiaerea as eperatieg. 

Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 

fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the 

Joint Property, Operator shall either negotiate a rate prior to the beginning of constmction, or shall charge the Joint 

- 10-



COPAS 1984 ONSHORE 
Recommended by the Council 
of Petroleum Accountants 

.-------- --S-ocietie_s --~O~A~ 

2 

3 

4 

5 

6 

7 

8 

9 

10 

I I 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 
29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

3. 

4. 

Account for overhead based on the following rates for any Major c;onstruction project in excess of $._..,2""5"'0"'0,0,.0"'0'---------------

A. _ ____,5,___ % of first $100,000 or total cost ifless, plus 

B. _ __,3"---_% of costs in excess of$100,000 but less than $1,000,000, plus 

c. _ __,2,___ % of costs in excess of $1,000,000. 

Total cost shall mean the gross cost of any one project For the purpose of th is paragraph, the component parts of a single 

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 

to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by 

necessary to restore the Joint Property to the equivalent condition that existed prior to 

expenditures, Operator shall either negotiate a rate prior to charging the Joint Account or shall 

for overhead based on the following rates: 

A. _ ___,5,___% of total costs through $100,000; plus 

B. _ ____,3,___ % of~otal costs in excess of$100,000 but less than $1,000,000; plus 

C. _ __,2,___% oftotal costs in excess of$1,000,000. 

a single occurrence due 

the Parties, which are 

the event causing the 

charge the Joint Account 

Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead 

provisions ofthis Section ill shall apply. 

Amendment of Rates 

The overhead rates provided for in this Section ill 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 

movements affecting the Joint Property. Operator 

Operator's option, such Material may be supplied 

surplus Material, such disposal being made either 

and shall make proper and 

shall provide all Material for 

by the Non-Operator. Operator 

through sale to Operator or 

timely charges and credits for all Material 

use on the Joint Property; however, at 

shall make timely disposition of idle and/or 

Non-Operator, division in kind, or sale to 

42 outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition 

43 A orB MateriaL The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties. 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

1. 

2. 

Purchases 

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: 
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A. New Material (Condition A) 

( J) Tubular Goods Other than Line Pipe 

(a) Tubular goods, sized 2 3/8 inches OD and larger, except line pipe, shall be priced at Eastern mill 

published carload base prices effective as of date of movement plus transportation cost using the 80,000 

pound carload weight basis to the railway recmvmg point nearest the Joint Property for which · 

published rail rates for tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound 

or 90,000 pound rail rate may be used. Freight charges for tubing will be calculated from Lorain, Ohio 

and casing from Youngstown, Ohio. 

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus 

transportation cost from that mill to the railway receiving point nearest the Joint Property as provided 

above in Paragraph 2.A.(l )(a). For transportation cost from points other than Eastern mills, the 30,000 
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pound Oil Field Haulers Association interstate truck rate shall be used. 

(c) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston, 

Texas, plus transportation cost, using Oil Field Haulers Association interstate 30,000 pound truck rate, 

to the railway receiving point nearest the Joint Property. 

(d) Macaroni tubing (size less than 2 3/8 inch OD) shall be priced · at the lowest published out-of-stock prices 

f.o.b. the supplier plus transportation costs, using the Oil Field Haulers Association interstate truck rate 

per weight of tubing transferred, to the railway receiving point nearest the Joint Property. 

(2) Line Pipe 

(a) Line pipe movements (except size 24 inch OD and larger with walls Y. inch and over) 30,000 pounds or 

more shall be priced under provisions of tubular goods pricing in Paragraph A.(l)(a) as provided above. 

Freight charges shall be calculated from Lorain, Ohio. 

(b) Line Pipe movements (except size 24 inch OD) and larger with walls Y. inch and over) less than 30,000 

pounds shall be priced at Eastern mill published carload base prices effective as of date of shipment, 

plus 20 percent, plus transportation costs based on freight rates 

goods pricing in Paragraph A.(l )(a) as provided above. Freight 

Ohio. 

as set forth under provisions of tubular 

charges shall be calculated from Lorain, 

(c) Line pipe 24 inch OD and over and Y. inch wall and larger shall be priced f.o.b. the point of 

manufacture at current new published prices plus transportation cost to the railway receiving point 

nearest the Joint Property. 

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall 

be priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at 

prices agreed to by the Parties. 

(3) Other Material shall be priced at the current new price, 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. 

(4) 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.(l) and (2). 

B. Good Used Material (Condition B) 

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

(1) Material moved to the Joint Property 

At seventy-five percent (75%) of current new price, as detennined by Paragraph A. 

(2) Material used on and moved from the Joint Property 

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph A, if Material was 

originally charged to the Joint Account as new Material or 

(b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material was 

originally charged to the Joint Account as used Material 
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At seventy-five percent (75%) of current new price as detennined by Paragraph A. 

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

C. Other Used Material 

(I) Condition C 

Material which is not in sound and serviceable condition and not suitable for its original function until 

after reconditioning 

Paragraph A. The 

shall be priced at 

cost of reconditioning 

fifty 

shall 

percent (50%) 

be charged 

C value plus cost of reconditioning does not exceed Condition B value. 
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3. 

4. 

(2) Condition D 

Material, excluding junk, no longer suitable for its 

shall be priced on a basis commensurate with its 

original purpose, but usable for some other purpose 

use. Operator may dispose of Condition D Material 

under procedures normally used by Operator without prior approval ofNon-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) Casing, tubing or drill pipe used as 

shall be priced under nonnal 

(3) ConditionE 

higher pressure service lines than 

pricing procedures for casing, 

standard line pipe, 

tubing, or drill 

e.g. 

pipe. 

Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under 

procedures nonnally 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 Account being charged with the value of the service 

rendered by such Material. 

E. Pricing Conditions 

(I) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢) 

per hundred weight on all tubular goods movements, in lieu of actual loading or unloading costs 

sustained at the stocking point. The above rate shall be adjusted as of the first day of April each year 

following January I , 1985 by the same percentage increase or decrease used to adjust overhead rates in 

Section III, Paragraph I.A.(3 ). Each year, the rate calculated shall be rounded to the nearest 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 Petroleum 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 listed 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 billing 

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 from the manufacturers or their agents. 
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The Operator shall maintain detailed records of Controllable Material. 

l. 

2. 

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. 

Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six 

months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for 
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3. 

4. 

overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence. 

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 notit)t 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. 

involving a change of Operator, all Parties shall be governed by such inventory. 

Expense of Conducting Inventories 

In cases 

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

Parties. 

B. The expense of conducting 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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EXHIBIT "D" 

This Attachment is made a part of that cettain Joint Operating Agreement dated Effective March I, 2017, 
by and between Crescent Point Energy U.S. Corp., as Operator, and the ., as Non Operator. 

INSURANCE 

To protect against liability, loss or expense arising from damage to property, injury, or death of 
person or persons, incurred out of, in connection with, or resulting from the operations provided 
here under. Operator shall maintain in force during the entire period of this agreement the 
following Schedule A insurance coverage for the benefit of the joint account. Schedule B 
coverages are the minimum limits and type of insurance required to be maintained by the 
Operator and each Non-Operator as to their respective working interest. 

SCHEDULE A- Operator for the Joint Account 

MINIMUM INSURANCE TO BE CARRIED: 

1. Statutory Worker's Compensation Insurance to cover full liability under the Worker's 
Compensation laws of the state in which the Contract Area is located. 

2. Employer's Liability Insurance with limits of not less than $500,000 for accidental injury 
or death of one or more employees. 

3. Comprehensive or Commercial General Liability Insurance with a combined single limit 
ofliability for bodily injury and property damage of not less than $1,000,000. 

4. Automobile Liability Insurance covering all owned, non-owned and hired vehicles with a 
combined single limit of liability and property damage in an amount not less than 
$1,000,000. 

SCHEDULE B -Operator and each Non-Operator as to its Working Interest 

1. $5,000,000.00 Control of the Well, per occurrence, including pollution and drilling of 
relief wells. 

Deductibles and/or limits established by Operator's Schedule A coverages shall apply to all Non
Operators on a working interest share basis and premiums for Schedule A coverage and losses 
falling within the deductible or which exceed insurable limit, or which are otherwise not covered 
by insurance will be expenses of the Joint Account and shall be home by the Parties in 
proportion to their respective working interests. 

Operator may include the Schedule A coverage for the joint account under its self insurance 
program provided Operator complies with applicable laws; and in such event Operator shall 
charge to the Joint Account manual rate premiums. Operator shall not be obligated to obtain or 
carry on behalf of the Joint Account any insurance additional to Schedule A but may, at its 



discretion, provide additional coverage to Non-Operator(s) for the operations to be conducted 
hereunder. 

Operator and each Non-Operator as working interest owners shall also obtain for their own 
account and at their own expense the minimum insurances and limits required by Schedule B. 
These Insurances obtained by Operator and non-Operators will respond to a loss on a pro-rata 
working interest basis, and not as primary, to any other valid and collectible insurances. Non
Operators will not be additional insureds on Operator's Schedule B policy unless specifically 
agreed to by Operator and the appropriate premium charged Non-Operator. 



EXHIBIT "E" 

This Attachment is made a part of that certain Joint Operating Agreement dated Effective March 1, 2017, 
by and between Crescent Point Energy U.S. Corp., as Operator, and , as Non Operator. 

GAS BALANCING AGREEMENT 

The Parties to the Operating Agreement to which this Agreement is attached own the working 
interest in the gas rights underlying the Contract Area covered by such Agreement in accordance 
with the percentages of participation as set forth in Exhibit "A" to the Operating Agreement. Under 
the terms of the Operating Agreement, each Party thereto has the right, subject to existing contracts, 
to take its share of gas produced from the Contract Area and market same. However, recognizing 
that one or more of the Parties may be unable to take its share of the gas from time to time, and to 
pe1mit each Party to take and dispose of its share of gas production from the Contract Area with as 
much flexibility as possible, the Parties agree to the balancing arrangement herein set forth. In the 
event there is more than one well on the Contract Area, then the terms hereof shall apply individually 
to each such well in the Contract Area; i.e., on a well-by-well basis. In the event any well subject 
herein is completed in multiple Zones, then each Zone shall be treated as a separate well. All 
balancing hereunder shall be on the basis of Gas taken from the Contract Area measured in MMBtus. 

1. Effective Date and Term 

In the event any Party hereto is not at any time taking or marketing its full share of gas or has 
contracted to sell its share of gas produced from the Contract Area to a purchaser, which does not, at 
any time while this Agreement is in effect, take the full share of gas attributable to the interest of 
such Party, the terms ofthis Agreement shall automatically become effective on the date of initial 
deliveries of gas from the Contract Area and shall continue in full force and effect as long as the 
Operating Agreement to which it is attached remains in effect. 

2. Rights of the Parties 

The Parties actually taking or marketing gas produced from the Contract Area shall always 
have the option to produce, take and deliver each month all gas which may be legally and efficiently 
produced by the wells in the Contract Area. All Patties hereto shall, however, share in and own the 
liquid hydrocarbons recovered from such gas by lease equipment in accordance with their respective 
interests under and subject to the Operating Agreement to which this Agreement is attached 
regardless of how gas production is being allocated. All Gas taken by a Party in accordance with the 
provisions of this Agreement, regardless of whether such Party is underproduced or overproduced, 
shall be regarded as Gas taken for its own account with title thereto being in such taking Party. 

3. Accounting for Gas Sales 

1 



On a cumulative basis, (a) each Underproduced Party (a Party who has taken or delivered a 
lesser volume of gas than the quantity to which such Party is entitled) shall be credited with a volume 
of gas equal to its full share of the gas produced from the Contract Area, less its share of gas used in 
Unit operations, vented or lost, and less that portion which such Underproduced Party took or 
delivered to its purchaser; and (b) each overproduced Party (a Party who has taken or delivered a 
greater volume of gas than the quantity to which such Party is entitled) shall be debited with a 
volume of gas equal to the excess which it has actually taken or marketed over its full share of the 
gas produced from the Contract Area after deduction of its share of gas used in Unit operations, 
vented or lost. Each Party taking gas shall furnish or cause to be furnished to the Operator of the 
Contract Area, a monthly statement of gas taken. 

4. Operator Statements 

The Operator will maintain a current account of the gas balance between the Parties hereto 
and will furnish all Parties monthly statements, mailed quarterly, showing the total quantity of gas 
produced, the total quantity of liquid hydrocarbons, if applicable, and the monthly and cumulative 
over-and-under account of each Patiy. 

5. Current Volumetric Balancing 

Upon fifteen (15) days prior written notice to Operator, any Underproduced Party may in the 
month following notice begin taking or delivering to a purchaser its full shm·e of the gas produced. 
To allow for the recovery of quantities ofUnderproduced gas and to balance the gas account of the 
Parties in accordance with their respective interests and subject to Paragraph 6 herein, the 
Underproduced Parties shall also be entitled to take, in addition to their full share of the gas 
produced, a quantity of gas (the "make-up gas") of up to twenty-five percent (25%) of the 
Overproduced Parties' full shm·e of gas produced'and taken plus any portion of all gas produced and 
saved which is attributable to any Party not taking its full share of available production. To the 
extent practicable, such Gas shall be made available initially to each Underproduced Party in the 
proportion that its percentage interest in the Contract Area bears to the total percentage interests of 
all Underproduced Parties desiring to take such Gas. Should the Underproduced Parties not take all 
of the available make-up gas, the portion of the make-up gas not taken shall be allocated to the legal 
and propmiionate share of Overproduced Parties wishing to take more gas than otherwise available 
to them in proportion to the ratio of their undivided interests. 

6. Winter Make-up 

It is specifically agreed that no Underproduced Party will be allowed to take make-up gas 
during the months ofNovember, Decembei', January, or February (the "Winter Period"); provided, 
however, that an Underproduced Party will be allowed to take make-up gas during the Winter Period 
if the Underproduced Party has taken at least one hundred percent (100%) ofthe make-up gas to 
which it was entitled during the four ( 4) consecutive months immediately prior to the Winter Period. 

2 



7. Operating Costs 

Nothing in this Agreement shall change or affect any Party's obligation to pay its 
proportionate share of all costs and liabilities incurred in operations on or in connection with the 
Contract Area, as its share thereof is set forth in the Operating Agreement, irrespective of whether 
any Party is at any time selling and using Gas or whether such sales or use are in proportion to its 
percentage interest in the Contract Area. 

8. Cash Settlement Upon Assignment 

In the event an Overproduced Party intends to sell, assign, exchange or otherwise transfer any 
of its interest in a balancing area, such Overproduced Party shall notify in writing the other working 
interest owners who are parties hereto in such balancing area of such fa~t at least thirty (30) days 
prior to closing the transaction. Thereafter, any Underproduced Party may demand from such 
Overproduced Party in writing, within fifteen (15) days, after receipt of the Overproduced Party's 
notice, a cash settlement of its underproduction from the balancing area. The Operator shall be 
notified of any such demand and of any cash settlement pursuant to this Article 8, and the 
overproduction and underproduction of each Party shall be adjusted accordingly. Any cash settlement 
pursuant to this Article 8 shall be paid by the Overproduced Party on or before the earlier to occur (i) 
of sixty ( 60) days after receipt of the Underproduced Party's demand or (ii) at the closing of the 
transaction in which the Overproduced Patty sells, assigns, exchanges or otherwise transfers its 
interest in the balancing area on the same basis as otherwise set forth in this Agreement, and shall 
bear interest at the rate set forth in the Accounting Procedures attached to the Operating Agreement 
to which this Agreement is also attached to and made a part of, beginning sixty (60) days after the 
Overproduced Party's sale, assignment, exchange or transfer of its interest in the balancing area for 
any amounts not paid. Provided, however, if any Underproduced Party does not so demand such cash 
settlement of its underproduction from the balancing .area, such Underproduced Party shall look 
exclusively to the assignee or other success in interest of the Overproduced Party giving notice 
hereunder for the satisfaction 9f such Underproduced Party's underproduction in accordance with the 
provisions of this Article 8. 

9. Final Cash Balancing 

Should production of gas from said Zone or well be permanently discontinued during a year 
before the gas accounts are balanced, the Operator shall make a final determination of the volume of 
the first accrued overproduction and underproduction, if any, as of the date of such permanent 
discontinuance, and the identity ofthe Party or Parties who are overproduced or underproduced. A 
cash settlement will then be made between the Underproduced and Overproduced Parties. Within 
sixty ( 60) days after receipt of the final gas settlement statement, each Overproduced Party will send 
its cash settlement, accompanied by appropriate accounting detail, to the Operator. The Operator will 
distribute the monies so received, along with any settlement owed by the Operator as an 
Overproduced Party, to each Underproduced Party to whom settlement is due within ninety (90) days 
after issuance of the final gas settlement statement. 
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The amount of the cash settlement will be based on the proceeds received by the 
Overproduced Party under an arm's length agreement for the Gas taken from time to time by the 
Overproduced Party in excess of the Overproduced Party's full share of current production, less any 
makeup gas taken by the Underproduced Party from the Contract Area. 

The values used for calculating the cash settlement under this provision will include all 
proceeds received for the sale of the Gas by the Overproduced Party calculated at the Balancing 
Area, after deducting any production or severance taxes paid and any royalty actually paid by the 
Overproduced Patiy to an Underproduced Party's royalty owner(s), to the extent said payments 
amounted to a discharge of said Underproduced Party's royalty obligation, as well as any reasonable 

marketing, compression, treating, gathering or transportation costs incurred directly in connection 
with the sale ofthe overproduction. 

10. Deliverability Tests 

Nothing herein shall be construed to deny any Party the right, from time to time, to produce 
and take or deliver to its purchaser an entire well stream, if necessary, for a deliverability test not to 
exceed seventy-two (72) hours duration required under such Party's gas sales contract. 

11. Nominations 

Each Party shall, on a monthly basis, give Operator sufficient time and data either to 
nominate such Patiy' s respective· share of gas to the transporting pipeline( s) or, if Operator is not 
nominating such Party's gas, to inform Operator of the manner in which to dispatch such Party's gas. 
Operator will use its best efforts to cause said deliveries to be made to the designated gas 

purchasers. It is expressly agreed that Operator shall not be responsible for any fees and/or penalties 
associated with imbalances charged by any pipeline to any Non-Operator(s), unless the Operator is 
proven in the dispatching of such Party's gas to be grossly negligent or to have engaged in willful 
misconduct. 

12. Payment of Royalties; Indemnity for Royalty Settlements 

Unless othetwise provided in the Operating Agreement (or otherwise required in lease 
agreements), each Party shall pay or cause to be paid all royalty due with respect to royalty owners to 
whom it is accountable as if such Party were taking its full share of current production, and only its 
full share of current production. Each Party agrees to indemnify and hold each and every other Party 
harmless :from any and all claims for royalty payments asserted by royalty owners to whom each 
indemnifying Patiy is accountable. The term "royalty owner" shall include owners of standard 
royalties, excess royalties, overriding royalties, production payments and similar interests. 
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However, in the event any governmental authority requires that royalty payments be made on 
any other basis than that provided for in this Paragraph 12, each Party agrees to make such royalty 
payments accordingly, commencing on the effective date required by such governmental authority, 
and the method provided for herein shall be thereby superseded. 

13. Taxes 

Each Party producing and taking or delivering gas to its purchaser shall pay, or cause to be 
paid, all production and/or excise taxes due on such gas. 

14. Assignment and Rights Upon Assignment 

Notwithstanding anything in this Agreement or in the Operating Agreement to the contrary, if 
any Party assigns (including any sale, exchange or other transfer) any of its working interest in the 
Contract Area when such Party is an Underproduced or Overproduced Party, the assignment or other 
act of transfer shall, insofar as the Parties hereto are concerned, include all interest of the assigning or 
transferring Patty in the gas, all rights to receive or obligations to provide or take make-up gas and 
all rights to receive or obligations to make any monetmy payment which may ultimately be due 
hereunder, as applicable. Operator and each of the other Parties hereto shall thereafter treat the 
assignment accordingly, and the assigning or transferring Party shall look solely to its assignee or 
other transferee for any interest in the Gas or monetary payment that such Party may have or to 
which it may be entitled, and shall cause its assignee or other transferee to assume its obligations 
hereunder. 

This Agreement shall bind the Parties in accordance with the provisions hereof, and nothing 
herein shall be construed or interpreted as creating any rights in any person or entity not a signatory 
hereto, or as being a stipulation in favor of any such pers<;m or entity. 
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EXHIBIT "F" 
This Attachment is made a part of that cet1ain Joint Operating Agreement dated Effective March 

1, 2017, by and between Crescent Point Energy U.S. Corp., as Operator, and the 
---------''as Non Operator. 

EXECUTIVE ORDER 11246 AND EXECUTIVE ORDER 11598 

PROVISIONS OF SECTION 202 OF EXECUTIVE ORDER 11246 

I. The Contractor will not discriminate against any employee or applicant for employment 
because of race, color, religion, sex, or national origin. The Contractor will take affirmative 
action to ensure that applicants are employed, and that employees are treated during 
employment without regard to race, color, religion, sex, or national origin. Such action shall 
include, but not be limited to, the following: employment, upgrading, demotion, or transfer; 
recruitment advertising; layoff or termination; rates of pay or other forms of compensation; 
and selection for training, including apprenticeship. The Contractor agrees to post in 
conspicuous places available to employees and applicants for employment, notices to be 
provided by the contracting office setting forth the provisions of this non-discrimination 
clause. 

2. The Contractor will, in all solicitations or advet1isements for employees placed by or on 
behalf of the Contractor, state that all qualified applicants will receive consideration for 
employment without regard to race, color, religion, sex, or national origin. 

3. The Contractor will send to each labor union or representative of workers with which he has a 
collective bargaining agreement, or other contract, or understanding, a notice, to be provided 
by the agency contracting officer, advising the labor union or workers' representative of the 
Contractor's commitments under Section 202 of Executive Order No. 11246 of September 
24, 1965, and shall post copies of the notice in conspicuous places available to employees and 
applicants for employment. 

4. The Contractor will comply with al provisions of Executive Order No. 11246 of September 
24, 1965, and by the rules, regulations, and relevant orders of the Secretary of Labor. 

5. The Contractor will furnish all information and reports required by Executive Order No. 
11246 of September 24, 1965 and by the rules, regulations, and orders of the Secretary of 
Labor, or pursuant thereto, and will permit access to his books, records, and accounts by the 
contracting agency and the Secretary of Labor for purposes of investigation to ascertain 
compliance with such rules, regulations, and orders. 

6. In the event of the Contractor's non-compliance with the non-discrimination clauses of this 
contract or with any other such rules, regulations, or orders, this contract may be cancelled, 
terminated, or suspended in whole or in part and the Contractor may be declared ineligible for 
further government contracts in accordance with procedures authorized in Executive Order 



No. 11246 of September 24, 1965, and such other sanctions may be imposed and remedies 
invoked as provided in Executive Order No. 11246 of September 24, 1965 or by the rules, 
regulations, and orders of the Secretary of Labor, or as otherwise provided by the Law. 

7. The Contractor will include the provisions of Paragraphs 1 through 7 in every subcontract or 
purchase order unless exempted by rules, regulations, and orders of the Secretary of Labor, 
issued pursuant to Section 204 of Executive Order No. 11246 of September 24, 1965, so that 
such provisions will be binding upon each subcontractor or vendor. The Contractor will take 
such action with respect to any subcontract or purchase order as the contracting agency may 
direct as a means of enforcing such provisions including sanctions for non-compliance. 
Provided, however, that in the event the Contractor becomes involved in, or is threatened 
with, litigation with a subcontractor or vendor as a result of such direction by the contracting 
agency, the Contractor may request the United States enter into such litigation to protect the 
interests of the United States. 

EXECUTIVE ORDER 115986, 41 CFR 50-250 

LISTING JOB VACANCIES 
WITH THE FEDERAL STATE EMPLOYMENT SERVICE SYSTEM 

1. As provided by 41 CFR 50-250, the Contractor agrees that all employment openings of the 
Contractor which exist at the time of execution of this contract, and those which occur during 
the performance of this contract, including those not generated by the contract and including 
those occurring at an establishment of the Contractor other than the one wherein the contract 
is being performed but excluding those of independently operated corporate affiliates, shall to 
the maximum extent feasible, be offered for listing at an appropriate local office of the State 
Employment Service System wherein the opening occurs, and to provide such periodic 
reports to such local office regarding employment openings and hires as may be required. 
Provided, that this provision shall not apply to openings which the Contractor fills from 
within the Contractor's organization, or are filled pursuant to a customary and traditional 
employer-union hiring arrangement and that the listing of employment openings shall involve 
only the normal obligations which attach to the placing of job orders. 

2. The Contractor agrees further to place the above provision in any subcontract directly under 
this contract. · 

3. The above two clauses shall not be operative when the contract or subcontract is for an 
amount less than $10,000.00, or which will generate less than 400 man-days of employment 
within the Contractor's or subcontractor's organization or when the provisions of 41 CFR 50-
250 are not otherwise applicable hereto. Each man-day consists of any day during which an 
employee performs more than one hour of work. 

2 



Exhibit "H" 

MEMORANDUM OF OPERATING AGREEMENT 
AND 

FINANCING STATEMENT 

STATE OF UTAH 

COUNTY OF UINTAH 

§ 
§ 
§ 

KNOW ALL MEN BY THESE PRESENTS: 

THIS AGREEMENT is made a part of that certain Joint Operating Agreement dated Effective March 1, 
2017, by and between Crescent Point Energy U.S. Corp., as Operator, and the ________ _ 

as Non Operator. 

WHEREAS, the parties to this Memorandum of Operating Agreement and Financing Statement 
(hereinafter referred to as "Agreement") are owners of certain Oil and Gas Leases and/or Oil and Gas 
Interests covering the lands described on Exhibit "A" which is attached hereto and made a part hereof (said 
Lands, Leases or Interests are hereinafter referred to as 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 hereto that owns the interest or 
rights therein are reflected on said Exhibit "A"; AND, 

WHEREAS, the parties hereto have executed an Operating Agreement dated March 1, 2017._ by and 
between Crescent Point Energy U.S. Corp., as Operator, and the Signatmy Parties thereto, as Non-Operators, 
(hereinafter referred to as 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 patties under the Operating Agreement and for the further 
purposes of perfecting those rights capable of perfection. 

NOW, THEREFORE, in consideration of the mutual rights, covenants and obligations of the patties 
hereto, it is hereby agreed between the parties as follows: 

1. This Agreement is a supplemental to the Operating Agreement, which, for all purposes reference is 
hereby made and the terms and provisions contained therein are incorporated herewith in their 
entirety, and all terms used herein shall have the same meaning ascribed to them in said Operating 
Agreement. 

2. The patties hereby agree that: 

A. The Oil and Gas Leases of the parties comprising the Contract Area shall be subject to and 
burdened with the terms and provisions of this Agreement and the Operating Agreement, 
and the parties do hereby commit such Leases to the performance thereof. 

B. The exploration and development of the Contract Area for oil and gas shall be governed by 
the tetms and provisions of the Operating Agreement, as supplemented by this Agreement. 



C. All costs and liabilities incurred in operations under this Agreement and the Operating 
Agreement shall be borne and paid, and all equipment 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 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 Agreement; provided nothing contained in this Agreement shall 
be deemed an assignment or cross-assignment 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. Any oveniding royalty, production payment, net profits interest or other burden payable out 
of production hereafter created, assignments of production given as security for the payment 
of money and those ovetriding royalties, production payments and other burdens payable out 
of production heretofore created and defmed as Subsequently Created Interests in the 
Operating Agreement shall be (i) borne solely by the patty whose interest is burdened 
therewith, (ii) subject to suspension if a party is required to assign or relinquish to another 
party an interest which is subject to such burden, and (iii) subject to the lien and security 
interest hereinafter provided if the party subject to such burden fails to pay its ~hare of 
expenses chargeable hereunder 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 Leases 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 Agreement shall be binding 
upon and shall inure to the benefit of the parties hereto, and their respective heirs, devisees, 
legal representatives, and assigns. 

H. The parties shall have the right to acquire an interest in any renewal, extension or 
replacement leases, leases proposed to be surrendered, wells proposed to be abandoned, and 
interests to be relinquished as a result of non-participation in subsequent operations, all in 
accordance with the tetms and provisions of the Operating Agreement. 

I. The rights and obligations of the parties and the adjustment of interests among them in the 
event of a failure or loss of title, each party's right to propose operations, obligations with 
respect to participation in operations on the Contract Area and the consequences of a failure 
to patiicipate in operations, the rights and obligations of the parties regarding the marketing 
of production, and the rights and remedies of the parties for failure to comply with financial 
obligations shall be as provided in the Operating Agreement. 

J. Each patty's interest under this Agreement and under the Operating Agreement shall be 
subject to relinquishment for its failure to participate in subsequent operations and each 
party's share of production and costs shall be reallocated on the basis of such relinquishment, 
all upon the terms and provisions provided in the Operating Agreement. 

K. All other matters with respect to exploration and development of the Contract Area and the 
ownership and transfer of the Oil and Gas Leases therein shall be governed by the terms and 
provisions of the Operating Agreement. 

3. The parties hereby grant reciprocal liens and security interests to each other as follows: 



A. Each party grants to the other patties hereto a lien upon any interest it now owns or hereafter 
acquires in Oil and Gas Leases in the Contract Area, and a security interest and/or purchase 
money security interest in any interest it now owns or hereafter acquires in the personal 
property and fixtures on or used or obtained for use in connection therewith, to secure 
performance of all of its obligations under this Agreement and the Operating Agreement 
including but not limited to payment of expenses, interest and fees, the proper disbursement 
of all monies paid under this Agreement and the Operating Agreement, the assignment or 
relinquishment of interest in Oil and Gas Leases as required under this Agreement and the 
Operating Agreement, and the proper perfmmance of operations under this Agreement and 
the Operating Agreement. Such lien and security interest granted by each party hereto shall 
include such party's leasehold interests, working interests, operating rights, and royalty and 
overriding royalty interests in the Contract Area now owned or hereafter acquired and in 
lands pooled or unitized therewith or othetwise becoming subject to this Agreement and the 
Operating Agreement, the oil and gas when extracted therefrom and equipment situated 
thereon or used or obtained for use in connection therewith (including, without limitation, all 
wells, tools, and tubular goods), and accounts (including, without limitation, accounts arising 
from gas imbalances or from the sale of oil and/or gas at the wellhead), contract rights, 
inventmy and general intangibles relating thereto or arising therefrom, and all proceeds and 
products of the foregoing. 

B. Each party represents and warrants to the other parties hereto that the lien and security 
interest granted by such party to the other patties 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 the Oil and Gas Leases covered by this Agreement and the 
Operating Agreement by, through or under such patty. All parties acquiring an interest in 
any Oil and Gas Leases covered by this Agreement and the Operating Agreement, whether 
by assignment, merger, mortgage, operation of law, or othetwise, shall be deemed to have 
been taken subject to the lien and security interest granted by the Operating Agreement and 
this instrument as to all obligations attributable to such interest under this Agreement and the 
Operating Agreement whether or not such obligations arise before or after such interest is 
acquired. 

C. To the extent that the patties have a security interest under the Uniform Commercial Code of 
the state in which the Contract Area is ,situated, they shall be entitled to exercise the rights 
and remedies of a secured party under the Code. The bringing of a suit and the obtaining of 
judgment by a party for the secured indebtedness shall not be deemed an election of 
remedies or othetwise affect the lien rights or security interest as security for the payment 
thereof. In addition, upon default by any party in the payment of its share of expenses, 
interest 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 fi·om the sale of such defaulting party's share of oil and gas until the amount owed 
by such party, plus interest, has been received, and shall have the right to offset the amount 
owed against the proceeds from the sale of such defaulting party's share of oil and gas. All 
purchasers of production may rely on a notification of default from the non-defaulting party 
or parties stating the amount due as a result of the default, and all parties waive any recourse 
available against purchasers for releasing production proceeds as provided in this paragraph. 

D. If any patty fails to pay its share of expenses within one hundred twenty (120) days after 
rendition of a statement therefore by Operator, the non-defaulting parties, including 
Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that the 



interest of each such party bears to the interest of all such parties. The amount paid by each 
party so paying its share of the unpaid amount shall be secured by the liens and security 
rights described in this pm·agraph 3 and in Article VII.B of the Operating Agreement, and 
each paying party may independently pursue any remedy available under the Operating 
Agreement or otherwise. 

E. If any party does not perform all of its obligations under this Agreement or the Operating 
Agreement, and the failure to perform subjects such party to foreclosure or execution 
proceedings pursuant to the provisions of this Agreement or the Operating Agreement, to the 
extent allowed by governing law, the defaulting party waives any available right of 
redemption from and after the date of judgment, any required valuation or appraisement of 
the mortgaged or secured property prior to sale, any available right to stay execi.1tion or to 
require a marshalling of assets and any required bond in the event a receiver is appointed. In 
addition, to the extent permitted by applicable law, each party hereby grants to the other 
parties a power of sale as to any property that is subject to the lien and security rights granted 
hereunder or under the Operating Agreement, such power to be exercised in the mariner 
provided by applicable law or otherwise in a commercially reasonable manner and upon 
reasonable notice. 

F. The lien and security interest granted by this paragraph 3 supplements identical rights 
granted under the Operating Agreement. 

G. To the extent permitted by applicable law, Non-Operators agree that Operator may invoke or 
utilize the mechanics' or materialmen's lien law of the state in which the Contract Area is 
situated in order to secure the payment to Operator of any sum due under this Agreement 
and the Operating Agreement for services performed or materials supplied by Operator. 

H. The above described security will be financed at the wellhead of the well or wells located on 
the Contract Area and this Memorandum of Operating Agreement and Financing Statement 
may be filed in the land records in the County in which the Contract Area is located, and as a 
fmancing statement in all recording offices required under the Unifmm Commercial Code or 
other applicable state statutes to perfect the above described security interest, and any party 
hereto may ftle a continuation statement as necessary under the Unifmm Commercial Code, 
or other state laws. 

4. This Agreement shall be effective as of the date of the Operating Agreement as above recited. Upon 
termination of this Agreement and the Operating Agreement and the satisfaction of all obligations 
thereunder, Operator is authorized to ftle of record in all necessary recording offices a notice of 
termination, and upon the request of Operator, each party hereto agrees to execute such a notice of 
tetmination as to Operator's interest, if Operator has complied with all of its fmancial obligations. 

5. This Agreement and the Operating Agreement shall be binding upon and shall inure to the benefit of 
the parties hereto and their respective heirs, devisees, legal representatives, successors and assigns. 
Every sale, encumbrance, transfer or other disposition made by any party of any interest in the Oil 
and Gas Leases subject hereto shall be made expressly subject to this Agreement and the Operating 
Agreement and without prejudice to the rights of the other parties. The assignee of an ownership 
interest in any Oil and Gas Lease shall be deemed a party to this Agreement and the Operating 
Agreement as to the interest assigned from and after the effective date of the transfer of ownership; 
provided, however, that the other parties shall not be required to recognize any such sale, 
encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days after they 
have received a copy of the instrument of transfer or other satisfactory evidence thereof in writing 
from the transferor or transferee. No assignment or other disposition of interest by a party shall 



relieve such party of obligations previously incurred by such party under this Agreement or the 
Operating Agreement with respect to the interest transferred, including without limitation the 
obligation of a party to pay all costs attributable to an operation conducted under this Agreement and 
the Operating Agreement in which such party has agreed to patticipate prior to making such 
assignment, and the lien and security interest granted by Atticle Vll.B of the Operating Agreement 
and hereby shall continue to burden the interest transferred to secure payment of any such 
obligations. 

6. In the event of a conflict between the terms and provisions of this Agreement and the terms and 
provisions of the Operating Agreement, then, as between the parties, the terms and provisions of the 
Operating Agreement shall control. 

7. This Agreement shall be binding upon each Non-Operator and Operator notwithstanding that this 
Agreement is not then or thereafter 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 Area. In the event that any provision herein is illegal or unenforceable, the remaining 
provisions shall not be affected, and shall be enforced as if the illegal or unenforceable provision did 
not appear herein. 

IN WITNESS WHEREOF, this Agreement shall be effective as of the 1st day of May, 2016. 

STATE OF COLORADO 

CITY OF DENVER 

OPERATOR: 
CRESCENT POINT ENERGY U.S. CORP. 

By: 

Name: _________ ___ _____ _ 

Title: _________________ _ 

NON-OPERATORS: 

By: 

Name: __________________ _ 

Title: ____________ ___ ___ _ 

ACKNOWLEDGMENTS 
§ 
§ 
§ 

On this __ day of , 2018, before me, the undersigned, a Notary Public in and for 
said County and State, personally appeared , to me known to be the identical 
person who executed the within and foregoing instrument, as of Crescent 
Point Energy U.S. Corp. ~md acknowledged to me that he executed the same as his free and voluntaty act 



and deed and as the free and voluntary act and deed of said corporation, for the uses and purposes therein 
set forth. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE THE DAY AND YEAR LAST ABOVE 
WRITTEN. 
My Commission Expires: 

STATE OF ____ _ _ 

COUNTY OF ____ __ 

§ 
§ 
§ 

Notaty Public 

On this __ day of , 2018, before me, the undersigned, a Notary Public in and for 
said County and State, personally appeared , to me known to be the identical 
person who executed the within and foregoing instrument, as of 
_ ________________ .and acknowledged to me that he executed the same as 
his free and voluntaty act and deed and as the free and voluntary act and deed of said corporation, for the 
uses and purposes therein set fmth. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE THE DAY AND YEAR LAST ABOVE 
WRITTEN. 

My Commission Expires: 
Notary Public 
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FEE NET ACRES 

ACREAGE WEIGHTED AVERAGE LANDOWNER'S ROYALTY CALCULATION 

193.0723 

Participation Factor Calculation 
Lease Net Acres I Total Leased Fee Weighted Royalty Calculation 

Lease Rovaltv x Participation Factor 

Lease Nos. 1, s, 9. and 1 o have been intentionally omitted because it covers a mineral interest that is neither "leased fee" nor "privately owned." See Utah Code Ann . § 40-6-6.5(6)(a)(i) 

0.18111056 
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