BEFORE THE L . ATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

In the Matter of the Application of Canaday ) Docket No. 23-CONS- 3103 -CUNI
Oil Corporation for an Order Authorizing )
the Unitization and Unit Operation of the ) CONSERVATION DIVISION
Irons Morrow Sand Unit in Clark County, )
Kansas )
) License No. 5303
APPLICATION

Canaday Oil Corporation (“Canaday Oil”) submits this Application for an order from the State
Corporation Commission of the State of Kansas (“Commission”) authorizing the unitization and unit
operation of the Irons Morrow Sand Unit in Clark County, Kansas pursuant to K.S.A. 55-1301. er. seq.
In support of its Application, Canaday Oil alleges and states:

1. Canaday Oil is a Kansas corporation and is duly licensed. authorized, and active and in
good standing with the Kansas Secretary of State’s office to do business in Kansas. Canaday Oil’s
business address is 2407 Saint Andrews Street, Goddard, Kansas 67052.

2. The Commission issued Canaday QOil operator’s license #5303, which is in full force and
effect.

3. One of Canaday Oil’s owners, Grant M. Canaday, is a working interest owner in certain
oil and gas leases covering the pool sought to be unitized pursuant to this Application. Canaday Oil
operates said leases and is authorized to file this Application on Mr. Canaday’s behalf.

4. The proposed Irons Morrow Sand Unit would contain approximately 760 contiguous acres
located in Clark County, Kansas (“Unit Area™), which acreage is depicted in Exhibit A to the Unit
Agreement . <hibit A), and more particularly described as follows:

TRACT 1: NW/4 Section 17-T30S-R24W, Clark County

TRACT 2: SW/4 Section 8-T30S-R24W, Clark County, and
SE/4 Section 7-T30S-R24W, Clark County

TRACT 3: NW/4 Section 8-T30S-R24W, Clark County
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TRACT 4: E/2 NE/4 Section 7-T30S-R24W, Clark County
TRACT 5: NE/4 NE/4 Section 18-T30S-R24W, Clark County

5. Pursuant to K.S.A. 55-1304(a)(2), Canaday Oil proposes to unitize and operate the oil
rights only insofar as they cover the Morrow Sand Formation underlying the Unit Area of which the
stratigraphic equivalent of which is shown to be between the depths of 5,300 feet and 5,340 feet to the
Compensated Neutron Formation Density, dated July 23, 1988 in the Irons Unit #1-8 well located in the
West Half of the Southwest Quarter of the Southwest Quarter (W/2 SW/4 SW/4) of Section 8, Township
30 South, Range 24 West, Clark County, Kansas (“Unitized Formation™).

6. The Unitized Formation contains underground accumulations of oil in one or more natural
reservoirs in communication so as to constitute a single pressure system (i.e., a pool). Canaday Oil intends
to conduct an enhanced oil recovery project within the Unitized Formation which would involve injecting
water, gas, or other fluids, or any combination thereof, into the Unitized Formation in a patterned flood to
increase reservoir pressure and displace oil from injection wells towards producing wellbores to efficiently
and economically increase the ultimate recovery of oil from the pool within the Unitized Formation.

7. Oil produced from the Irons Morrow Sand Unit will be allocated across the five above-
described tracts based upon the following three weighted participation factors:

50%  Historical oil production
30%  Acre-feet derived from the Morrow Sand Isopach Map (Exhibit E to the Unit
Agreement (Exhibit A))
20%  Usable wells
The oil production to be allocated to each of the five tracts is set forth in Table 1 to the Unit Agreement
(Exhibit A). Exhibit C to the Unit Agreement (Exhibit A) describes how produced oil will be allocated
among the various interest owners of each tract based upon such tract participations.

8. Canaday Oil will be the unit operator.



9. The unitized management, operation, and further development of the pool within the
Unitized Formation is economically feasible and reasonably necessary to prevent waste, and thereby will
increase substantially the ultimate recovery of oil. See K.S.A. 55-1304(a)(2).

10. The value of the estimated additional recovery of the oil from the Unitized Formation
substantially exceeds the estimated additional cost incident to conducting the proposed enhanced recovery
operations. See K.S.A. 55-1304(b).

11. The Unit Agreement and Unit Operating Agreement comprising Canaday Oil’s plan for
unit operations (“Plan”) are attached hereto as “Exhibit A” and “Exhibit B,” respectively. The proposed
operations outlined in the Plan are fair, reasonable, and equitable to all interest owners. See K.S.A. 55-
1304(c).

12. As of the date of this Application, the Plan for unit operations has been approved by
87.74% of the persons required to pay the costs of unit operations and by 89.19% of the owners of the
production or proceeds that will be credited to royalties, excluding overriding royalties or other like
interests carved out of the leasehold estate. Canaday Oil can furnish the written consents from the interest
owners upon request.

13. Attached as “Exhibit C” is a list of the names and addresses of all oil and gas lessees,
lessors, mineral owners, and mortgagees of oil and gas interests having an interest in the Unit Area whose
names and addresses Canaday Oil has been able to determine after diligent search and inquiry. The
minerals owned by the Karen Lee Byerley Revocable Trust dated July 1, 2019, Louise Ann West, John
Bair, Mark and Michelle Mahieu, Linda and Edward Mahieu, and O’Brien Family Trust of 2011 dated
July 22, 2011 are currently unleased and are therefore “regarded as a working interest owner to the extent
of a 7/8 interest in and to such rights and a royalty owner to the extent of the remaining 1/8 interest”
pursuant to K.S.A. 55-1308.

14. Canaday Oil has sent a copy of this Application and the Notice of Application by regular

mail to all parties listed on Exhibit C, and is causing the Notice of Application to be published in The
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Wichita Eagle and Clark County Gazette, the official newspaper for Clark County, Kansas. As a result,
notice complies with K.S.A. 55-1310, K.S.A. 55-605, and K.A.R. 82-3-135a(d), and is lawful and proper
in all respects. Each publisher’s affidavit will be provided to the Commission upon and after the date of
publication.

15. Canaday Oil requests that the Commission issue an Order providing for the unitization
and unit operation of the Irons Morrow Sand Unit pursuant to K.S.A. 55-1301, ef seq.

WHEREFORE, Canaday Qil prays that the Commission docket this Application and, if no written
protest is received by the Commission within fifteen (15) days after Notice of the Application is published
and has been duly provided to all interested parties, administratively grant this Application and issue an
Order providing for the unitization and unit operation of the Irons Morrow Sand Unit comprised of the
above-described lands pursuant to the Unit Agreement and Unit Operating Agreement. In the event a
timely and proper protest is filed, Canaday Oil requests that the Commission set this Application for
hearing and, upon such hearing, grant the requested order and provide for such other further relief as the

Commission deems necessary and proper.

Respectfully submitted,

FOULSTON SIEFKIN LLP

Robert J. McFadden (#27180)

1551 N. Waterfront Parkway, Suite 100
Wichita, Kansas 67206

Office: (316)267-6371

Fax: (316) 267-6345

Email: rmcfadden@foulston.com

Attorneys for Canaday Oil Corporation



VERIFICATION

STATE OF KANSAS )

)

COUNTY OF SEDGWICK )
Robert J. McFadden, of lawful age, being first duly sworn upon oath states:

That he is the attorney for Canaday Oil Corporation, and he has read the foregoing Application
and is familiar with the contents and the statements made therein are true and correct to the best of his

knowledge and belief.

Robert J. McFadden

SUBSCRIBED AND SWORN TO before me this 5> day of October, 2023.
A MORGAN E. ROBERTS
EfiE) Notary Public - State of Kansas

i son Erores b/ OU e MMowon. E. Lol

My Commission Expires: W /0T 261 Notary Pubffic

CERTIFICATE OF SERVICE

I, Robert J. McFadden, hereby certify that on this ﬂday of October, 2023, | caused true and
correct copies of the following Notice of Application and the foregoing Application with its attached
Exhibits A, B, and C to be electronically filed with the Conservation Division of the State Corporation
Commission of the State and Kansas, and caused true and correct copies of the same to be mailed via
United States mail, postage prepaid, to all interested parties listed in Exhibit C to the Application.

Robert J. McFadden, #27180



BEFORE THE STATE CORPORATION COMMISSION

OF THE STATE OF KANSAS
In the Matter of the Application of Canaday ) Docket No. 23-CONS- -CUNI
Oil Corporation for an Order Authorizing )
the Unitization and Unit Operation of the ) CONSERVATION DIVISION
Irons Morrow Sand Unit in Clark County, )
Kansas )
) License No. 5303

NOTICE OF PENDING APPLICATION

TO ALL OIL AND GAS OPERATORS, PRODUCERS, OIL AND GAS LESSORS AND ROYALTY
OWNERS, LANDOWNERS, MINERAL INTEREST OWNERS, MORTGAGEES OF OIL AND GAS
INTERESTS, AND ALL PERSONS WHOMSOEVER CONCERNED:

You, and each of you, are hereby notified that Canaday Oil Corporation (“Canaday Oil”) has filed
an application with the State Corporation Commission of the State of Kansas (“KCC”) pursuant to K.S.A.
55-1301, et seq., requesting an Order authorizing the unitization and unit operation of the Irons Morrow
Sands Unit in Clark County, Kansas, consisting of the Morrow Sand Formation. The unit area subject to
the requested Order is as follows:

Township 30 South, Range 24 West:

Section 7: SE/4; E/2 NE/4
Section 8: W/2

Section 17: NW/4

Section 18: NE/4 NE/4

You are further notified that unless written protest or request for hearing is received by the KCC
within 15 days after publication of this Notice, the Application in this matter may be granted without
hearing or further notice to any interested party. All objections and protests shall clearly state the reasons
why granting the Application will cause waste, violate correlative rights, or pollute water resources.
Objections or protests should be mailed to the KCC, Conservation Division, 266 North Main Street, Suite
220, Wichita, Kansas 67202, with a copy to Canaday Oil’s attorney below. All parties interested or
concerned shall take notice of the foregoing and govern themselves accordingly.

Robert J. McFadden, #27180
FOULSTON SIEFKIN LLP

1551 N. Waterfront Pkwy., Suite 100
Wichita, Kansas 67206

Office: (316) 267-6371

Fax: (316) 267-6345

Attorneys for Canaday Oil Corporation



Exhibit A

to the Application of Application of Canaday Oil Corporation (#5303) for an Order Authorizing
the Unitization and Unit Operation of the Irons Morrow Sand Unit

UNIT AGREEMENT



UNIT AGREEMENT
IRONS MORROW SAND UNIT
CLARK COUNTY KANSAS

THIS AGREEMENT, entered into as of the _10th day of __April , 2023, by the parties who
have signed the original of this instrument, a counterpart thereof, or other instrument agreeing to
become a party hereto,

WITNESSETH:

WHEREAS, in the interest of the public welfare and to promote conservation and substantially
increase the ultimate recovery of Unitized Substances from parts of the Fager Southeast and Appleton
Northwest Fields, Clark County, Kansas, it is deemed necessary and desirable to enter into this
Agreement to unitize the Oil and Gas Rights in and to the Morrow Sand Formation in order to conduct
Unit Operations as herein provided and to protect the rights of the owners of Oil and Gas Rights
therein, pursuant to K.S.A. 55-1301, et seq., or by unanimous approval of all Royalty Owners and
Working Interest Owners.

NOW, THEREFORE, in consideration of the premises and of the mutual agreements herein contained,
itis agreed as follows:

ARTICLE |
DEFINITIONS

As used in this Agreement:

1.1 Unit Area is the land described by Tracts in Exhibit “B” and shown on Exhibit “A” as to
which this Agreement becomes effective or to which it may be extended as herein provided.

1.2 Unitized Formation shall mean the interval between 5300’ and 5340’ to the Compensated
Neutron Formation Density dated July 23, 1988 in the Irons Unit #1-8 well, located W/2 SW SW
Section 8-30S-24W, Clark County, Kansas.

1.3 Unitized Substances are all oil, gas, gaseous substances, hydrocarbons or other
marketable substances contained in or produced in association with such oil, gas, condensate,
distillate, and all associated and constituent liquid or liquefiable hydrocarbons within or produced
from the Unitized Formation, other than Outside Substances, as defined hereinafter.

1.4 Working Interest is an interest in Unitized Substances by virtue of a lease, operating
agreement, fee title or otherwise, including a carried interest, the owner of which interest is obligated
to pay, either in cash or out of production or otherwise, a portion of the Unit Expense; however, the
owner of Oil and Gas Rights that are free of lease or other instrument creating a Working Interest
shall be regarded as a Working Interest Owner to the extent of a seven-eighths interest and a Royalty
Owner to the extent of a one-eighth interest therein. A Royalty Interest created out of a Working
Interest subsequent to the execution of this Agreement by the owner of such Working Interest shall
continue to be subject to such Working Interest burdens and obligations that are stated in this
Agreement and in the Unit Operating Agreement.

1.5 Royalty Interest is a right to or interest in any portion of the Unitized Substances or
proceeds thereof other than a Working Interest.



Unit Agreement Irons Morrow Sand Unit
Clark County, Kansas April 10,2023

1.6 Royalty Owner is a Person hereto who owns a Royalty Interest.

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

1.8 Tractis the land described as such and given a Tract Number in Exhibit “B”.

1.9 Unit Operating Agreement is the agreement entered into by Working Interest Owners,
having the same effective date as the Effective Date of this Agreement, entitled “Unit Operating
Agreement, Irons Morrow Sand Unit, Clark County, Kansas.

1.10 Unit Operator is the Working Interest Owner designated by Working Interest Owners
under the Unit Operating Agreement to conduct Unit Operations, acting as operator and not as a

Working Interest Owner.

1.11 Tract Participation is the decimal interest shown on Exhibit “C” for allocating Unitized
Substances to a Tract.

1.12 Unit Participation of a Working Interest Owner is the sum of the decimal interest
obtained by multiplying the Working Interest of such Working Interest Owner in each Tract that
qualifies for inclusion within the Unit Area by the Tract Participation of such Tract.

1.13 OQutside Substances are substances purchased or otherwise obtained for a consideration
or other Unit Expense of Working Interest Owners and injected into the Unitized Formation.

1.14 0il and Gas Rights are the rights to explore, develop, and operate lands within the Unit
Area for the production of Unitized Substances, or to share in the production so obtained or the
proceeds thereof.

1.15 Unit Operations are all operations conducted pursuant to this Agreement and the Unit
Operating Agreement.

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

1.17 Unit Expense is all cost, expense or indebtedness incurred by Working Interest Owners
or Unit Operator pursuant to this Agreement and the Unit Operating Agreement for or on account of
Unit Operations.

1.18 Effective Date is the time and date this Agreement becomes effective as provided in
Article 15.

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

1.20 Corporation Commission shall mean the Corporation Commission of the State of Kansas.
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Unit Agreement Irons Morrow Sand Unit
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ARTICLE 2
EXHIBITS

2.1  Exhibits. The following exhibits, which are attached hereto, are incorporated herein by
reference:

2.1.1 Exhibit “A” is a map that shows the boundary lines of the Irons Morrow Sand Unit Area
and the Tracts therein.

2.1.2 Exhibit “B” is a schedule that describes each Tract in the Irons Morrow Sand Unit Area.

2.1.3 Exhibit “C” is a schedule that shows the Royalty Owners and Working Interest Owners
that own an interest in each Tract and the Unit participation of each interest owner.

2.1.4 Exhibit "D" are excerpts from the Compensated Neutron Formation Density Log from the
Irons #1-8 well showing formation tops.

2.1.5 Exhibit “E” is a Morrow Sand Net Pay Isopach Map for the Irons Morrow Sand Unit Area
and the tracts therein.

2.2 Reference to Exhibits. When a reference is made to an exhibit herein, it is to the exhibit as
originally attached or, if revised, to the last revision

2.3 Exhibits Considered Correct. Exhibits “A”, “B”, “C”, “D” and “E” shall be considered to be correct
until revised as herein provided.

2.4  Correcting Errors. The descriptions of the respective Tracts have been established by using the
best information available. If it subsequently appears that any Tract, because of diverse royalty or
working interest ownership on the Effective Date, should have been subdivided or otherwise divided
into more than one Tract, or that any mechanical miscalculation or clerical error has been made, Unit
Operator, with the approval of Working Interest Owners, shall correct the mistake by revising the
exhibits to conform to the facts. The revision shall not include any re-evaluation of engineering or
geological interpretations used in determining Tract Participation. Exhibits will initially be corrected
based on tide opinions obtained or furnished prior to the Unit becoming effective and thereafter, each
such revision of an exhibit made after the Effective Date shall be effective as of 7:00 A.M. on the first
day of the calendar month next following the filing for record of the revised exhibit or on such other
date as may be determined by the Working Interest Owners and set forth in the revised exhibit.

2.5 Filing Revised Exhibits. If an exhibit is revised, Unit Operator shall execute an appropriate
instrument with the revised exhibit attached and file the same for record in the county or counties in
which this Agreement is filed.

ARTICLE 3
CREATION AND EFFECT OF UNIT

3.1 0il and Gas Rights Unitized. All Oil and Gas Rights of Royalty Owners in and to the lands
described in Exhibit “B”, and all Oil and Gas Rights of Working Interest Owner in and to said lands,
are hereby unitized insofar as the respective Oil and Gas Rights pertain to the Unitized Formation, so
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that Unit Operations may be conducted with respect to the Unitized Formation as if the Unit Area had
been included in a single lease executed by all Royalty Owners, as lessors, in favor of all Working
Interest Owners, as lessees, and as if the lease contained all of the provisions of this Agreement.

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

3.3 Amendment of Leases and Other Agreements. The provisions of the various leases, agreements,
division and transfer orders, or other instruments pertaining to the respective Tracts or the
production therefrom are amended to the extent necessary to make them conform to the provisions
of this Agreement, but otherwise shall remain in force and effect as provided therein.

3.4 Continuation of Leases and Term Interests. For the purpose of giving effect to the terms and
provisions related to the perpetuation and/or maintenance of leasehold interests or other term-
limited interests in exploration, operation and/or production on or within the Unit Area, as contained
in existing oil and gas leases or other agreements covering Oil and Gas Rights in the Unit Area, it shall
be considered that production from the Unitized Formation from any part of the Unit Area and/or
Unit Operations on any part of the Unit Area shall be considered as production from and/or
operations upon each Tract, and such production or operations shall continue in effect each lease or
term mineral or royalty interest as to all lands and formations covered thereby just as if such
operations were conducted on and as if a well were producing from each Tract. The allocation of
such production shall be as provided in Articles 5 and 6 herein.

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

3.6 Injection Rights. Royalty Owners hereby grant to Working Interest Owners the right to inject
into the Unitized Formation any substances in whatever amounts Working Interest Owners deem
expedient for Unit Operations, together with the right to drill, use and maintain injection wells on the
Unit Area, and to use for injection purposes any nonproducing or abandoned wells or dry holes, and
any producing wells completed in the Unitized Formation. Working Interest Owners shall obtain the
appropriate injection authority from the Corporation Commission prior to commencing any such
injection operations

3.7 Development Obligation. Nothing herein shall relieve Working Interest Owners from any
obligation to develop reasonably as a whole the lands and leases committed hereto.

3.8 Cooperative Agreements. Unit Operator may, after approval by Working Interest Owners, enter
into cooperative agreements with respect to lands adjacent to the Unit Area for the purpose of
coordinating operations, drilling boundary line wells or such other operations as Working Interest
Owners may deem necessary or advisable to increase the ultimate recovery of Unitized Substances.
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ARTICLE 4
UNIT OPERATIONS

4.1 Unit Operator. Working Interest Owners are concurrently herewith entering into the Unit
Operating Agreement, designating the Canaday Oil Corporation as the initial Unit Operator. Unit
Operator shall have the exclusive right to conduct Unit Operations, which shall conform to the
provisions of this Agreement and the Unit Operating Agreement. If there is any conflict between such
agreements, this Agreement shall govern.

4.2 Method of Operation. To the end that the quantity of Unitized Substances ultimately
recoverable may be substantially increased and waste prevented, Working Interest Owners shall,
with diligence and in accordance with good engineering and production practices, engage in
secondary recovery operations by injection of water, gas (including, but not limited to, carbon
dioxide or nitrogen) or other fluids or combinations thereof deemed necessary or desirable to
efficiently and economically increase the ultimate recovery of Unitized Substances.

4.3 Change in Method of Operation. Nothing herein shall prevent Working Interest Owners from
discontinuing or changing in whole or in part any method of operation that, in their opinion, is no
longer economic or in accord with good engineering or production practices. Other methods of
operation may be conducted or changes may be made by Working Interest Owners from time to time
if determined by them to be feasible, necessary or desirable to increase the ultimate recovery of
Unitized Substances.

4.4 Determination by Working Interest Owners. Unless otherwise provided in this Agreement, all
decisions, determinations, or approvals by the Working Interest Owners shall be made pursuant to
the voting procedure of Section 4.3 of the Unit Operating Agreement.

ARTICLE 5
TRACT PARTICIPATIONS

5.1 TractParticipations. Beginning at 7:00 A.M. on the Effective Date hereof, the Tract Participation
of each Tract shall be based upon the following parameters, factors and formula as described in Table
“1” attached hereto. Table “1” identifies the Tracts within the Unit Area, the data used to determine
the relative participation of each Tract with respect to the Tract Participation parameters and the
allocation of decimal interest participation of each such Tract herein. The figure set forth opposite
each Tract in Table “1” represents the Tract Participation to which such Tract is entitled and is
committed hereto as of the Effective Date.

5.2 Relative Tract Participation. If the Unit Area is enlarged or reduced, the revised Tract
Participation of the Tracts remaining in the Unit Area (that were within the Unit Area prior to the
enlargement or reduction) shall remain in the same ratio one to another, such that relative
participation among such Tracts shall remain the same.
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ARTICLE 6
ALLOCATION OF UNITIZED SUBSTANCES

6.1 Allocation to Tracts. All Unitized Substances produced and saved shall be allocated to the
several Tracts in accordance with the respective Tract Participation as shown on Table “1”. The
amount of Unitized Substances allocated to each Tract, regardless of whether the amount is more or
less than the actual production of Unitized Substances from the well or wells, if any, on such Tract,
shall be deemed for all purposes to have been produced from such Tract.

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

6.3 Taking Unitized Substances in Kind. The Unitized Substances allocated to each Tract shall be
delivered in kind to the respective Persons entitled thereto by virtue of the ownership of Qil and Gas
Rights therein or by purchase from such owners. Such Person shall have the right to construct,
maintain and operate within the Unit Area all necessary facilities for that purpose, provided they are
so constructed, maintained and operated as not to interfere with Unit Operations. Any extra
expenditure incurred by Unit Operator by reason of the delivery in kind of any portion of Unitized
Substances shall be borne by the owners taking such portion in kind. If a Royalty Owner has the right
to take in kind a share of Unitized Substances and fails to do so, the Working Interest Owner whose
Working Interest is subject to such Royalty Interest shall be entitled to take in kind such share of
Unitized Substances.

6.4 Failure to Take in Kind. If any Person fails to take in kind or separately dispose of such Person’s
share of Unitized Substances, Unit Operator shall have the right, but not the obligation, for the time
being and subject to revocation at will by the Person owning such share, to purchase or sell to others
such share; however, all contracts of sale by Unit Operator of any other Person’s share of Unitized
Substances shall be only for such reasonable periods of time as are consistent with the minimum
needs of the industry under the circumstances, but in no event shall any such contract be for a period
in excess of three years. The proceeds of the Unitized Substances so disposed of by Unit Operator
shall be paid to the Working Interest Owners of each affect Tract or to an agent designated by such
Working Interest Owners who shall distribute such proceeds to the Persons entitled thereto.
Notwithstanding the foregoing, Unit Operator shall not make a sale into interstate commerce of any
other Person’s share of gas production without first giving such other party sixty (60) days notice of
such intended sale.
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6.5 Responsibility for Royalty Settlements. Any Person receiving in kind or separately disposing of
all or part of the Unitized Substances allocated to any Tract shall be responsible for the payment of
all royalties, overriding royalties, production payments and all other payments chargeable against or
payable out of such Unitized Substances, and shall indemnify all Persons hereto, including Unit
Operator, against any liability for such payment. For all other production, Unit Operator shall arrange
for the distribution of the proceeds of production to the owners thereof.

6.6 Royalty on Outside Substances. If any Outside Substance consisting of marketable natural gas
is injected into the Unitized Formation, then for the first three months after the date of first injection,
seventy five percent (75%) and thereafter, one-hundred percent (100%) of any like substance
contained in Unitized Substances subsequently produced and sold, or used for other than Unit
Operations, shall be deemed to be a part of the Outside Substances so injected until the total volume
deemed to be such Outside Substance equals the total volume of such Outside substance so injected.
No payment shall be due or payable to Royalty Owners on substance produced from the Unitized
Formation that are deemed to be Outside Substances.

ARTICLE 7
PRODUCTION AS OF THE EFFECTIVE DATE

7.1  Qil or Liquid Hydrocarbons in Lease Tanks. Unit Operator shall gauge or otherwise determine
the amount of merchantable oil or other liquid hydrocarbons produced from the Unitized Formation
that is in lease and/or other oil storage tanks as of 7:00 A.M. on the Effective Date. Oil or other liquid
hydrocarbons in treating vessels, separation equipment and tanks below pipeline connections shall
not be considered to be merchantable. Any merchantable oil or liquid hydrocarbons that are a part
of or attributable to the prior allowable of the wells from which they were produced shall remain the
property of the Persons entitled thereto as if this Agreement had not yet taken effect. Any such
merchantable oil or other liquid hydrocarbons not promptly removed may be sold by Unit Operator
for the account of the Working Interest Owners entitled thereto who shall pay all royalty due thereon
under the provisions of applicable leases or other contracts. Any oil or liquid hydrocarbons in excess
of that attributable to the prior allowable of the wells from which they were produced shall be
regarded as Unitized Substances produced after the Effective Date.

ARTICLE 8
USE OR LOSS OF UNITIZED SUBSTANCES

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

8.2 Royalty Payments. No obligation to pay or liability for royalty, overriding royalty or other
payments out of production shall arise or otherwise be payable on account of Unitized Substances
used, lost or consumed in Unit Operations.

Page 7 of 12



Unit Agreement Irons Morrow Sand Unit
Clark County, Kansas April 10,2023

ARTICLE 9
TITLE

9.1 Warranty and Indemnity. Each Person who, by acceptance of produced Unitized Substances or
the proceeds thereof, may claim to own a Working Interest or Royalty Interest in and to any Tract or
in the Unitized Substances allocated thereto, shall be deemed to have warranted its title to such
interest, and, upon receipt of the Unitized Substances or the proceeds thereof to the credit of such,
Interest, shall indemnify and hold harmless all other Persons in interest, from any loss due to failure,
in whole or in part, of its title to any such interest.

9.2  Production Where Title is in Dispute. If the title or right of any Person claiming the right to
receive in kind all or any portion of the Unitized Substances allocated to a Tract is in dispute, Unit
Operator at the direction of Working Interest Owners shall either:

(a) require that the Person to whom such Unitized Substances are delivered or to whom the
proceeds thereof are paid furnish security for the proper accounting thereof to the rightful owner if
the title or right of such Person fails in whole or in part, or

(b) withhold and market the portion of Unitized Substances with respect to which title or right
is in dispute and impound the proceeds thereof until such time as the title or right thereto is
established by a final judgment of a court of competent jurisdiction or otherwise to the satisfaction
of Working Interest Owners, whereupon the proceeds so impounded shall be paid to the Person
rightfully entitled thereto.

9.3 Payment of Taxes to Protect Title. The owner of surface rights to lands within the Unit Area, or
severed mineral interests or Royalty Interest in such lands, or lands outside the Unit Area on which
Unit Equipment is located, is responsible for the payment of any ad valorem taxes on all such rights,
interest or property, unless such owner and Working Interest Owners otherwise agree. If any ad
valorem taxes are not paid by or for such owner when due, ‘Unit Operator may, with approval of the
Working Interest Owners at any time prior to tax sale or expiration of period of redemption after tax
sale, pay the tax, redeem such rights, interests or property, and discharge the tax lien. Any such
payment shall be an item of Unit Expense as provided in the Unit Operating Agreement Unit Operator
shall, if possible, withhold from any proceeds derived from the sale of Unitized Substances otherwise
due any such delinquent taxpayer an amount sufficient to defray the costs of such payment or
redemption, and such withholdings shall be credited to the Working Interest Owners bearing the Unit
Expense attributable to same. Such withholding shall be without prejudice to any other remedy
available to Unit Operator or Working Interest Owners.

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

9.5 Waiver of Rights to Partition. Each party agrees that, during the existence of this Agreement,
it will not resort to any action to partition the Unitized Formation, the Unit Area, or the Unit
Equipment, and to that extent waives the benefits of all laws authorizing a partition.
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ARTICLE 10
EASEMENTS AND USE OF SURFACE

10.1 Grant of Easements. The parties hereto, to the extent of their rights and interests, hereby grant
to Working Interest Owners the right to use as much of the surface of the land within the Unit Area
and the subsurface thereunder as may be reasonably necessary for Unit Operations and for the
production, sale and removal of Unitized Substances from the Unit Area. This grant, however, shall
not be deemed to alter or revise any terms or conditions currently existing in any lease subject to this
agreement, regarding the use of the surface by the Lessee therein. Accordingly, the foregoing grant
shall only serve to convey the right to use such lands as are necessary for Unit Operations, but shall
in all respect require compliance with applicable lease provisions which require cooperation with
farming operations on said lands or such other terms and conditions as are specified in the applicable
lease agreement.

10.2 Use of Water. Subject to any current restrictions in the applicable oil and gas lease agreements,
Working Interest Owners shall have and are hereby granted free use of water that is not dedicated
or usable for irrigation purposes from the Unit Areas for Unit Operations, specifically excepting water
from any well, lake, pond or irrigation ditch of a Royalty Owner. Unit Operator may bring water onto
the premises from sources outside the Unit Area for Unit Operations; however, such imported water
may only be used for injection purposes into the Unitized Formation.

10.3 Surface Damages. Working interest Owners shall pay the respective owners thereof for any
damage to growing crops, timber, fences, improvements and structures on the Unit Area that result
from Unit Operations, in conformance with the terms of the existing oil and gas leases covering the
Unit Area.

ARTICLE 11
CHANGES AND AMENDMENTS

11.1 Changes and Amendments. Any change of the Unit Area or any amendment to this Agreement
or the Unit Operating Agreement shall be in accordance with K.S.A. 55-1301, et seq., as amended and
re-enacted, or by the Working Interest Owners in accordance with the voting procedure of Section
4.3 of the Unit Operating Agreement.

11.2 Determination of Tract Participation. Upon any change of the Unit Area or any amendment to
this Agreement or the Unit Operating Agreement, Unit Operator shall determine the Tract
Participation of each Tract within the Unit Area, as amended, and shall revise Exhibit A, Exhibit B,
and Exhibit C accordingly.

11.3  Effective Date. The effective date of any amendment to the Unit Area shall be 7:00 a.m. Central
Standard Time on the first day of the calendar month following: (i) compliance with all conditions for
amendment as specified by the Working Interest Owners, (ii) approval of the amendment by the
appropriate governmental authority, if required, and (iii) the filing for record of a revised notice of
this Agreement in the county or counties in which the original notice of Agreement is recorded.
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ARTICLE 12
RELATIONSHIPS OF PERSONS

12.1 No Partnership. The duties, obligations and liabilities of the Persons hereto are intended to be
several and not joint or collective. This Agreement is not Intended to create, and shall not be
construed to create, an association, trust, partnership, or joint venture, or to impose a partnership
duty, obligation or liability with regard to any one or more of the Persons hereto. Each Person hereto
shall be individually responsible for its own obligations as herein provided.

12.2  No Joint Refining or Marketing. This Agreement is not intended to provide, and shall not be
construed to provide, directly or indirectly, for any joint refining or marketing of Unitized Substances.

12.3 Royalty Owners Free of Costs. This Agreement is not intended to impose, and shall not be
construed to impose, an obligation upon any Royalty Owner to pay any Unit Expense unless such
Royalty Owner is otherwise so obligated.

12.4 Information to Royalty Owners. Each Royalty Owner shall be entitled to all information in
possession of Unit Operator to which such Royalty Owner is entitled by an existing agreement with
any Working Interest Owner.

ARTICLE 13
LAWS AND REGULATIONS

13.1 Laws and Regulations. This Agreement shall be subject to all applicable federal, state and
municipal laws, rules, regulations and orders and shall be construed in accordance with the laws of
the State of Kansas.

ARTICLE 14
FORCE MAJEURE

14.1 Force Majeure. All obligations imposed by this Agreement on each Person, except for the
payment of money, shall be suspended while compliance is prevented, in whole or in part, by a labor
dispute, fire, war, civil disturbance, act of God; by federal, state or municipal laws; by any rule,
regulation or order of a governmental agency; by inability to secure materials; or by any other cause
or causes, whether similar or dissimilar, beyond reasonable control of the party. No Person shall be
required against his will to adjust or settle any labor dispute. Neither this Agreement nor any lease
or other instrument subject hereto shall be terminated by reason of suspension of Unit Operations
due to anyone or more of the causes set forth in this Article.

ARTICLE 15
EFFECTIVE DATE

15.1 Effective Date. This Unit Agreement shall be effective the first day of the month next following
the date that all the Working Interest Owners and all of the Royalty Owners have executed this
Agreement, a counterpart thereof or a Ratification of this Agreement; or if the effectiveness of the
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Unit is otherwise subject to the approval of the Kansas Corporation Commission, then the Unit and
the Unit Agreement will become effective as of the effective date of the Order of the Corporation
Commission pursuant to K.S.A. 55-1301, et seq., providing for Unit Operations.

15.2 Certificate of Effectiveness. Unit Operator shall file for record in the county in which the land
affected is located a certificate as required by K.S.A. 55-1313.

ARTICLE 16
TERM

16.1 Term. The term of this Agreement shall commence as of the Effective Date and continue for the
time that Unitized Substances are produced in paying quantities or other Unit Operations are
conducted without a cessation of more than one hundred eighty (180) days, unless sooner
terminated by Working Interest Owners in the manner herein provided.

16.2 Termination by Working Interest Owners. This Agreement may be terminated at any time by
Working Interest Owners owning a combined Unit Participation of eighty-five percent (85%) or
more, whenever such Working Interest Owners determine that Unit Operations will not be or are no
longer profitable or feasible.

16.3 Effect of Termination. Upon Termination of this Agreement, the further development and
operation of the Unitized Formation as a unit shall be abandoned, and Unit Operations shall cease.
Each oil and gas lease and other agreement covering lands within the Unit Area shall remain in force
for sixty (60) days after the date on which this Agreement terminates, and for such further period as
is provided by the lease or other agreement.

16.4 Salvaging Equipment Upon Termination. If not otherwise granted or required by the leases or
other instruments affecting each Tract, Royalty Owners hereby grant Working Interest Owners a
period of six (6) months after the date of termination of this Agreement within which to salvage and
remove Unit Equipment.

16.5 Certificate of Termination. Upon termination of this Agreement, Unit Operator shall file for
record in the county or counties in which the land affected is located a certificate that this Agreement
has terminated, stating its termination date.

ARTICLE 17
APPROVAL

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

17.2 Joinder in Dual Capacity. Execution as herein provided by any Person as either a Working

Interest Owner or a Royalty Owner shall commit all interests owned or controlled by such Person
and any additional interest thereafter acquired.
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ARTICLE 18
GENERAL

18.1 Amendments Affecting Working Interest Owners. Amendments hereto relating wholly
to Working Interest Owners may be made if signed by all Working Interest Owners.

18.2 Action by Working Interest Owners. Except as otherwise provided in this Agreement,
any action or approval required by Working Interest Owners hereunder shall be in
accordance with the provisions of the Unit Operating Agreement.

18.3 Lien and Security Interest of Unit Operator. Unit Operator shall have a lien upon and a
security interest in the interests of Working Interest Owners in the Unit as provided in the
Unit Operating Agreement.

18.4 Conflicts. To the extent the provisions of any existing agreement between the parties
relating to the Unit Area conflicts with the provisions of this Agreement, this Agreement
shall control. If there is any conflict between this Agreement and the Unit Operating
Agreement, this Agreement shall control.

ARTICLE 19
SUCCESSORS AND ASSIGNS

19.1 Successors and Assigns. This Agreement shall extend to, be binding upon, and inure to
the benefit of the Persons hereto and their respective heirs, devisees, legal representatives,
successors and assigns and shall constitute a covenant running with the lands, leases and
interests covered hereby.

EXECUTED this Agreement on the __ 10t day of ___ April ,2023.
UNIT OPERATOR
CANADAY OIL COPRORATION

By: @/ﬂ)—;(’,—_y

Grant M. Canadav. Vfe€ President

Page 12 of 12



CANAIDAY (ML CORPORATION

FRONS MORRODW SANTD TINTT

EXHIBIT 47

&,
-
. &
8
_(i}
!
’ i
TRACT 4
2 1 TRACTB T
5-
5 5 30
s
e
TRACT 2
& ©
TRACT 5 *
it TRACT 1
7
{}
B
¢ &
LEGEND
Well Status o
g CANADAY OIL CORPORATION
{:'\C o irons Moerrow Sand Unit
5 i
'%f: 0&G Clark Couu%ﬁ}n;TPTsﬁs-RZAW
2 on
§ PIGAS Ttk Commy v i ECALE 17 = 15507 Pm: 53762015
PIOBG =

T




EXHIBIT ‘B’

Unit Agreement
dated
January 10, 2023
IRONS MORROW SAND UNIT
Clark County, Kansas
UNIT AREA Section-T-R
Tract 1 Northwest Quarter 17 - 30S - 24W
Tract 2 Southwest Quarter 8-30S - 24W and
Southeast Quarter 7 - 30S - 24W
Tract 3 Northwest Quarter 8-30S - 24W
Tract 4 East Half of the Northeast Quarter 7 - 30S - 24W

Tract5 Northeast Quarter of the Northwest Quarter 18 - 30S - 24W
All in Clark County, Kansas



NWI4 17-T305-R24W

SE/4 7-T305-R24W &
SWi4 8-T30S-R24W

NW/4 8-T30S-R24W

E/2 NE/4 7-T305-R24W

NE/4 NE/4 18-T305-R24W

Tract Factors

Unit Tract 1Factor Unit Tract Z Factor Unit Tract 3 Factor Unit Tract 4 Factor Unit Tract 5 Factor Totaled =
OWNERSHIP 0.113100 0.490800 0.267500 0.113100 0.003500 1.00000000
GWI NRI! Bl ! ORRI GwWl NRI! BRI ! ORRI GWI NRI! BRI ! ORRI GWI NRI! BRI ! ORRI GWI NRIIRBI! ORRBI| UNIT GWI'S | UNIT NRI/ BRIl ORRI

K.aren Lee Byerley Fevocable Trust | G 0.05355000 005955000
MRI 0.05210625 0.05210625
Rl 0.00744375 0.00744375

Lavize Anm w'ast Gl 0.05355000 0.05955000
MRI 0.05210625 0.05210625
Rl 0.00744375 0.00744375

Dara Homan Trust Gl 0.36810000 0.Z0062500 0.08332500 0.65805000
MRI 0.23357534 016300751 0.07515335 0.54074313

Lucinda Brathers Ghwl 0.04 030000 0.02229167 0.00332500 0.07311667
MRI 0.03328622 0.01811138 0.00868438 0.06008257

Grant Canaday Giwl 0.04030000 0.0ZZ23167 0.00332500 0.07311667
MRI 0.03328622 0.0151138 000565435 0.06008257

Patrick Canaday Gl 0.03578750 0.01350521 0.00868438 0.06397708
MRI 0.02512544 0.01554735 0.00753553 0.05257225

Cade Canaday Gl 0.00511250 000275646 0.00124063 0.00913958
MRI 0.00416078 0.00226400 0.00108555 0.00751032
E&F Family LP R 0.01533750 0.01533750
Billy Irons i 0.01533750 001671573 0.03205625
Kerry rons Fl 0.01533750 0.0167T1375 0.03205625
Derby Rack LLC R 0.01533750 0.016T137S 0.03205625
Richard Saenz ORRI 0.01717500 0.01717800
Preston Saenz Trust aRRI 0.00430300 000430800
Preston Sasnz Jr ORRI 0.00245400 000245400
Pat Seal Revocable Trust OFRRI 0.00547541 0.00547541
Cannan Family Investments Inc Rl 0.01485750 0014887520

John Bair (=] 0.00070000 0.00070000
MRI 0.00061250 0.00061250
Fi 0.00005750 0.00008750

Linda & Edw.ard Mahisu (=] 0.00070000 0.00070000
MRI 0.00061250 0.00061250
i 0.00008750 0.00008750

Mark & Michelle Mahisu Gl 0.00070000 0.00070000
MRI 0.00061250 0.00061250
Fi 0.00005750 0.00008750

O'Brien Family Trust of 2011 dated Gl 0.00140000 0.00140000
July 22,2071 MRI 0.00122500 0.00122500
Fi 0.00017500 0.00017500
TOTALS: 0. 11910000 0.11910000 0.43080000 | 0.43080000 | D.26750000 | 0.26750000 0.11910000 0.11910000 0.00350000 | 0.00350000 | 1.00000000 1.00000000
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CANADAY OIL CORPORATION

UNIT AGREEMENT - IRONS MORROW SAND UNIT

EXHIBIT ‘E’
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TABLE #1
CANADAY OIL CORPORATION

UNIT AGREEMENT
IRONS MORROW SAND UNIT
Clark County, Kansas
Primary Morrow Participation Participation
Oil Participation Sand Factor - Factor - Total
Tract  Lease Production % Primary Factor- 50%  Acre-Ft % AF 30% Y% Wells 20% Tract %
1 Byerley 13,336 6.7130 3.360 196.18 11.83 3.55 25.00 5.00 11.91
2 Irons Unit 98,535 49.6000 24.800 789.75 47.610000 14.28 50.00 10.00 49.08
3 Irons 3-8 58,493 29.4440 14.720 388.93 23.44 7.03 25.00 5.00 26.75
4 Oshlo A 28,295 14.2430 7.120 264.88 15.97 4.79 0 0 11.91
5 Bair 0 0.0000 0.000 19.11 1.15 0.35 0 0 0.35
198,659 100.000 50.000 1,658.85 100.00 30.00 100.0 20.00 100.00

4/10/2023



Exhibit B

to the Application of Application of Canaday Qil Corporation (#5303) for an Order Authorizing
the Unitization and Unit Operation of the Irons Morrow Sand Unit

UNIT OPERATING AGREEMENT



UNIT OPERATING AGREEMENT
IRONS MORROW SAND UNIT
CLARK COUNTY, KANSAS

THIS AGREEMENT, entered into as of the __10th  day of __April , 2023 by the parties who
have signed the original of this instrument, a counterpart thereof or other instrument agreeing to be
bound by the provisions hereof;

WITNESSETH:
WHEREAS, the parties hereto have joined an agreement entitled, “Unit Agreement, Irons Morrow
Sand Unit, Clark County, Kansas” (herein referred to as “Unit Agreement”) which, among other things,
provides for the creation and development of the Unit Area by a secondary recovery project and in
furtherance thereof, also provides for a separate agreement to be entered into by the Working Interest
Owners to provide specifically for the development and operation of the Unit Area as therein defined.

NOW, THEREFORE, in consideration of the mutual agreements herein set forth, it is provided as
follows:

ARTICLE 1
CONFIRMATION OF UNIT AGREEMENT

1.1 Confirmation of Unit Agreement. The Unit Agreement is hereby confirmed and by reference
made a part of this Agreement. The definitions in the Unit Agreement are adopted for all purposes of this
Agreement. If there is any conflict between the Unit Agreement and this Agreement, the Unit Agreement
shall govern.

ARTICLE 2
EXHIBITS

2.1 Exhibits. The following exhibits are incorporated herein by reference:

2.1.1 Exhibits “A”, “B” and “C” of the Unit Agreement.

2.1.2 Exhibit “D”, attached hereto, which is a schedule showing the Working Interest of each
Working Interest Owner in each Tract, the percentage of total Unit Participation attributable
to each such interest, and the total Unit Participation of each Working Interest Owner. Exhibit
“D”, or a revision thereof, shall not be solely conclusive as to the information therein, but it
may be used as showing the Unit Participation of each Working Interest Owner for purposes
of this Agreement until shown to be in error, or is revised as herein authorized.

2.1.3 Exhibit “E”, attached hereto, which is the Accounting Procedure applicable to Unit
Operations. If there is any conflict between this Agreement and Exhibit “E”, this Agreement
shall govern.

2.1.4 Exhibit “F”, attached hereto, which contains insurance provisions applicable to Unit
Operations.

2.1.5 Exhibit “G”, attached hereto, which contains non-discrimination provisions.

2.2 Revision of Exhibits. Whenever Exhibits “A”, “B” and “C” are revised, Exhibit “D” shall be
revised accordingly, and the effective date for revision shall be the same for each exhibit.

2.3 Reference to Exhibits. Whenever reference is made herein to an exhibit, it is to the exhibit as
originally attached or, if revised, to the last revision.




Unit Operating Agreement April 10, 2023
Irons Morrow Sand Unit

ARTICLE 3
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS

3.1 Overall Supervision. Working Interest Owners shall exercise overall supervision and control
of all matters pertaining to Unit Operations. In the exercise of such authority, each Working Interest
Owner shall act solely on its own behalf, in the capacity of an individual owner, and not on behalf of the
owners as an entirety.

3.2 Specific Authority and Duties. The matters with respect to which Working Interest Owners
shall decide and take action shall include, but not be limited to, the following:

3.2.1 Method of Operation. The method of operation, including the type of recovery
program to be employed.

3.2.2 Drilling of Wells. The drilling of any well whether for production of Unitized
Substances, for use as an injection well, or for other purposes.

3.2.3 Well Recompletions and Change of Status. The recompletion, abandonment, or change
of status of any well, or the use of any well for injection or other purposes.

3.2.4 Unit Operator’s Tools and Equipment. The use by Unit Operator of its own tools and
equipment in the drilling, reworking or recompletion of a well or in any other operation in
which such equipment is required.

3.2.5 Expenditures. The making of any single expenditure in excess of Twenty-five
Thousand Dollars ($25,000.00); however, approval by Working Interest Owners of the
drilling, reworking, deepening, or plugging back of any well shall include approval of all
necessary expenditures required therefore, and for completing, testing and equipping the
well, including necessary flow lines, separators and lease tankage, pumps for injection and any
related equipment needed for injection wells; provided further that approval by the Working
Interest Owners of a project for securing and delivering water for injection purposes,
including filtering, treating and pressuring systems, or a project for construction and
installation of a produced water gathering system shall include approval of all necessary
expenditures required for the complete construction, installation and efficient operation of all
of the foregoing. Where, in connection with any expenditure, whether more or less than
Twenty-five Thousand Dollars ($25,000.00), Unit Operator submits an Authority for
Expenditure (A.F.E.) which is approved by at least three (3) Working Interest Owners or their
regularly constituted representative having a combined percentage of Unit Participation, as
set out in Exhibit “D” of sixty-five percent (65%) or more, such approval shall be binding upon
all Working Interest Owners in the same manner as though a meeting had been held and a
vote taken in the manner as hereinafter provided for in Section 4.3.2, and any commitments
or expenditures thereafter made by Unit Operator on the basis of such approval shall be for
the Joint Account.

3.2.6 Disposition of Unit Equipment. The selling or otherwise disposing of any item of
surplus Unit Equipment, if the current price of new equipment similar thereto is in excess of
Twenty-five Thousand Dollars ($25,000.00).

3.2.7 Appearance Before a Court or Regulatory Agency. The designating of a representative
to appear before any court or regulatory agency in matters pertaining to Unit Operations;

however, such designation shall not prevent any Working Interest Owner from appearing in
person or from designating another representative in its own behalf.
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Irons Morrow Sand Unit

3.2.8 Audits. The auditing of the accounts of Unit Operator pertaining to Unit Operations
hereunder, provided that such audits shall:

(a) not be conducted more than once every two years, except upon the removal or
resignation of Unit Operator;

(b) be made at the expense of the Working Interest Owners requesting the audit other
than the Working Interest Owner designated as Unit Operator, and

(c) be made upon not less than thirty (30) days written notice to Unit Operator.
3.2.9 Inventories. The taking of periodic inventories as provided by Exhibit “E”.

3.2.10 Technical Services. The authorizing of charges to the joint account for services by
consultants or Unit Operator’s technical personnel not covered by the charges provided by
Exhibit “E”.

3.2.11 Assignments to Committees. The appointment of committees to study any technical,
finance or environmental issues in connection with Unit Operations.

3.2.12 Removal of Operator. The removal of Unit Operator and the selection of a successor.

3.2.13 Changes and Amendments: Border Agreements. The changing of the Unit Area or the
amending of this Agreement or the Unit Agreement as provided by Article 11 of the Unit
Agreement and authorizing Unit Operator to enter into agreements with adjoining leasehold
owners providing for cooperative injection facilities or other issues related to development of
the Unit Area where it adjoins other producing leases not included in the Unit Area.

3.2.14 Investment Adjustment. The adjustment and readjustment of investments incurred in
Unit Operations.

3.2.15 Termination of Unit Agreement. The termination of the Unit Agreement as provided
therein.

ARTICLE 4
MANNER OF EXERCISING SUPERVISION

4.1 Designation of Representatives. Each Working Interest Owner shall inform Unit Operator in
writing of the name, address and telephone fax number of the representative (and an alternate for such
representative) who is authorized to represent and bind such Working Interest Owner with respect to
any matter or vote regarding Unit Operations. The representative or alternate may be changed from time
to time by written notice to Unit Operator.

4.2 Meetings. All meetings of Working Interest Owners shall be called by Unit Operator upon its
own motion or at the request of one or more Working Interest Owners having a total Unit Participation of
not less than thirty percent (30%). No meeting shall be called on less than fourteen (14) days advance
written notice, with agenda for the meeting attached. Working Interest Owners who attend the meeting
may amend items included in the agenda and may act upon an amended item or other items presented at
the meeting. The representative of Unit Operator shall be chairman of each meeting.

4.3 Voting Procedure. Working Interest Owners shall determine all matters coming before them
as follows:

4.3.1 Voting Interest. Each Working Interest Owner shall have a voting interest equal to its
Unit Participation.
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5.1

4.3.2 Vote Required. Unless otherwise provided herein or in the Unit Agreement, Working
Interest Owners shall determine all matters by the affirmative vote of two or more Working
Interest Owners having a combined voting interest of at least sixty-five percent (65%);
provided that, if any one Working Interest Owner has a voting interest in excess of thirty-five
percent (35%), and such Owner fails to vote or votes against any matter, then the affirmative
vote of Working Interest Owners having ninety-three percent (93%) of the remaining voting
interest shall decide the matter; provided further that, in no event shall such an affirmative
vote be by less than fifty-one percent (51%) of the total voting interest of all Working Interest
Owners.

4.3.3 Vote at Meeting by Nonattending Working Interest Owner. Any Working Interest
Owner who is not represented at a meeting may vote on any agenda item by letter, telegram

or fax addressed to the representative of Unit Operator, if such vote is received prior to the
vote taken at the meeting. Such vote shall not be counted with respect to any item on the
agenda which is amended at the meeting prior to being voting on.

4.3.4 Poll Votes. Working Interest Owners may vote by letter, telegram or fax on any matter
submitted in writing to all Working Interest Owners. If a meeting is not requested, as provided
in Article 4.2, within seven (7) days after a written proposal is received by the Working
Interest Owners, the vote taken by letter, telegram or fax shall control. Unit Operator shall give
prompt notice of the results of such voting to each Working Interest Owner.

4.3.5 Binding Effect of Vote. All Working Interest Owners shall be bound for their
proportionate share of all costs, expenses and other obligations of Unit Operations approved
by the Working Interest Owners by the vote required herein.

ARTICLE 5
INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS

Reservation of Rights. Working Interests Owners retain all their rights, except as otherwise

provided in this Agreement or the Unit Agreement

5.2

rights:

Specific Rights. Each Working Interest Owner shall have, among others, the following specific

5.2.1 Access to Unit Area. Access to the Unit Area at all reasonable times to inspect Unit
Operations, all wells, and the records and data pertaining thereto.

5.2.2 Reports. The right to receive from Unit Operator, upon written request, copies of all
reports to any governmental agency, reports of crude oil runs and stocks, inventory reports,
and all other information pertaining to Unit Operations. The cost of gathering and furnishing
information not ordinarily furnished by Unit Operator to all Working Interest Owners shall be
charged to the Working Interest Owner that requests the information.

5.2.3 Audits. Subject to the provisions of Section 3.2.8, the right to audit the accounts of Unit
Operator pertaining to Unit Operations, in accordance with the terms and procedures as set
forth in Exhibit “E”.
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5.3 Reversionary Interests. If a Tract ownership changes due to payout of a reversionary interest
(or due to successive or multiple payouts) based on production from a well within the unit, the balance
remaining to be recovered will be calculated on an allocated Tract basis after the effective date of the unit.
Payout will be deemed to be effective, as between the parties subject to the agreement controlling the
payout and the remaining Working Interest Owners, on the first day of the month following the time that
the payout balance becomes zero or that payout occurs.

ARTICLE 6
UNIT OPERATOR

6.1 Unit Operator. Canaday Oil Corporation is hereby designated as the initial Unit Operator.

6.2 Resignation or Removal. Unit Operator may resign at any time. Unit Operator may not be
removed arbitrarily, but upon an affirmative showing of gross negligence, bankruptcy, willful misconduct
or malice, then upon the affirmative vote of Working Interest Owners having eighty-five percent (85%)
or more of the voting interest after excluding the voting interest of Unit Operator. Such resignation or
removal shall not become effective for a period of three (3) months after the resignation or removal,
unless a successor Unit Operator has taken over Unit Operations prior to the expiration of such period. If
Unit Operator sells all of its initial Unit Participation interest, an election of a new Unit Operator is
required.

6.3 Selection of Successor. Upon the resignation or removal of Unit Operator, a successor Unit
Operator shall be selected by a majority vote of the Working Interest Owners. If a Unit Operator who has
been removed fails to vote or votes only to succeed itself, the successor Unit Operator shall be selected by
the affirmative vote of Working Interest Owners having eighty percent (85%) or more of the voting
interest, after excluding the interest of the Unit Operator who is being removed.

ARTICLE 7
AUTHORITY AND DUTIES OF UNIT OPERATOR

7.1 Exclusive Right to Operate Unit. Subject to the provisions of this Agreement and to instructions
from Working Interest Owners, Unit Operator shall have the exclusive right and be obligated to conduct
Unit Operations.

7.2 Workmanlike Conduct. Unit Operator shall conduct Unit Operations in a good and
workmanlike manner, as would a prudent operator under the same or similar circumstances. Unit
Operator shall freely consult with Working Interest Owners and keep them informed of all matters that
Unit Operator, in the exercise of its best judgment, considers important Unit Operator shall not be liable
to Working Interest Owners for damages resulting from any act or omission by Unit Operator in
conducting Unit Operations, unless such damages result from its gross negligence or willful misconduct.

7.3 Liens and Encumbrances. Unit Operator shall endeavor to keep the lands and leases in the Unit
Area and the Unit Equipment free from all liens and encumbrances occasioned by Unit Operations, except
for any liens arising as a result of defaulting Working Interest Owners, due to unpaid Unit Expense; as
provided for in Article 11 herein.

7.4 Employees. The number of employees or contractors used by Unit Operator in conducting Unit
Operations, their selection, hours of labor, and compensation shall be determined solely by Unit Operator.

7.5 Records. Unit Operator shall keep correct books, accounts and records of Unit Operations
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7.6 Reports to Working Interest Owners. Unit Operator shall furnish Working Interest Owners
monthly reasonably detailed information regarding the nature and amounts of costs and expenses
chargeable to the Working Interest Owners, plus timely filed copies of reports of production and injection
required periodically by any governmental agency.

7.7 Reports to Governmental Authorities. Unit Operator shall make all reports to governmental
authorities that it has the duty to make as Unit Operator.

7.8 Engineering and Geological Information. Unit Operator shall furnish to all Working Interest
Owners a copy of all logs and other engineering and geological data obtained by Operator and pertaining
to wells drilled as a result of Unit Operations, except for Working Interest Owners who are delinquent or
are in default with respect to paying their share of Unit Expenses. As soon as the defaulting or delinquent
Working Interest Owner has reimbursed or satisfied the Joint Account with respect to the amounts in
default or has otherwise made arrangements for the payment of such amounts to the satisfaction of Unit
Operator, then such Working Interest Owner will be entitled to the information to be provided pursuant
to this Article 7.8.

7.9 Expenditures. Unit Operator is authorized to make single expenditures not in excess of
Twenty-Five Thousand Dollars ($25,000.00) without prior approval of Working Interest Owners. In the
event of an emergency, Unit Operator may immediately make or incur such expenditures as in its opinion
are required to deal with the emergency. Unit Operator shall report to Working Interest Owners, as
promptly as possible, the nature of the emergency, the action taken and an estimate of the costs incurred
or to be incurred in connection with such emergency.

7.10 Wells Drilled by Unit Operator. All wells drilled by Unit Operator shall be at the rates
prevailing in the area. Unit Operator may employ its own tools and equipment, but the charge thereof
should not exceed the prevailing rate in the area, and the work shall be performed by Unit Operator under
the same terms and conditions as are usual in the area and provided for in the contracts of independent
contractors doing work of a similar nature.

ARTICLE 8
TAXES

8.1 Ad Valorem Taxes. Beginning with the first calendar year after the Effective Date hereof, Unit
Operator shall make and file all necessary property tax renditions and returns with the proper taxing
authorities with respect to all property of each Working Interest Owner used or held by Unit Operator for
Unit Operations. Unit Operator shall settle assessments arising therefrom, provided however, that any
Working Interest Owner dissatisfied with any assessment of its interest in real or personal property shall
have the right, at it’s own expense, to protest and resist such assessment All such property taxes shall be
paid by Unit Operator and charged to the joint account However, if the interest of a Working Interest
Owner is Subject to any separately assessed tax and said Working Interest Owner pays such separately
assessed tax, then said Working Interest Owner shall be given a credit equal to the reduction in taxes to
be paid by the Joint Account resulting from such payment

8.2 Other Taxes. Each Working Interest Owner shall be responsible and liable for and shall pay or

cause to be paid all production, severance, gathering, and other taxes imposed upon or with respect to the
production or handling of its share of Unitized Substances.
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8.3 Income Tax Election. Notwithstanding any provisions herein that the rights and liabilities
hereunder are several and not joint or collective, or that this Agreement and operations hereunder shall
not constitute a partnership, if for Federal income tax purposes this Agreement and the operations
hereunder are regarded as a partnership, then each Person hereby affected elects to be excluded from the
application of all of the provisions of Subchapter K, Chapter 1, Subtitle A. of the Internal Revenue Code of
1986, as permitted and authorized by Section 761 of the Code and the regulations promulgated
thereunder. Unit Operator is authorized and directed to execute on behalf of each Person 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 Federal Regulations 1.761-1(a). Should there be any requirement
that each Person hereby affected give further evidence of this election, each such Person shall execute
such documents and furnish such other evidence as may be required by the Federal Internal Revenue
Service or as may be necessary to evidence this election. No such Person shall give any notices or take any
other action inconsistent with the election made hereby. If any present or future income tax laws of the
state or states in which the Unit Area is located or any future income tax law of the United States contain
provisions similar to those in Subchapter K, Chapter 1, Subtitle A, of the Internal Revenue Code of 1986,
under which an election similar to that provided by Section 761 of the Code is permitted, each Person
hereby affected shall make such election as may be permitted or required by such laws, and giving the
equivalent effect as specified herein. In making the foregoing election, each such person states that the
income derived by such Person from Unit Operations can be adequately determined without the
computation of partnership taxable income.

ARTICLE 9
INSURANCE

9.1 Insurance. Unit Operator, with respect to Unit Operations, shall comply with the Workmen’s
Compensation Laws of the State of Kansas, comply with Employer’s Liability and other insurance as
required by the laws of the State of Kansas, and shall carry such other insurance as set forth in Exhibit “F”.

ARTICLE 10
ADJUSTMENT OF INVESTMENTS

10.1 Property Taken Over. Upon the Effective Date, Working Interest owners shall deliver to Unit
Operator the following:

10.1.1 Wells. All wells completed in the Unitized Formation, as shown on Exhibit “A”,
whether or not producing now or as of the time of delivery to Unit Operator.

10.1.2 Well and Lease Equipment The casing and tubing in each such well, the wellhead
connections thereon, and all other lease and operating equipment that is used in
the operation of such wells, for each well that Working Interest Owners determine
is necessary or desirable for conducting Unit Operations. Working Interest Owners
shall have no more than two (2) months after this Unit Operating Agreement
becomes effective in which to make such determination, and all such property that
is determined to be surplus shall be returned to the Working Interest Owner(s)
that delivered same to Unit Operator, in as good condition as received, considering
normal wear, and such surplus shall not be considered to have been taken over
under this Section.

10.1.3 Records. A copy of all production and well records of such wells.
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10.2 Inventory and Evaluation. Working Interest Owners shall, at Unit Expense, inventory and
evaluate in accordance with the provisions of the Accounting Procedure attached as Exhibit “E” all the
personal property taken over for Unit Operations. Such inventory shall include and be limited to those
items of equipment normally considered controllable by operators of oil and gas properties as indicated
in the “Materials Classification Manual” prepared by the Petroleum Accountants Society of Oklahoma,
except those items normally considered non-controllable, such as sucker rods or tubing of sizes less than
two inches (2”) and other items as agreed upon by the Working Interest Owners may be included on the
inventories, provided that same may be used or useful in Unit Operations and their inclusion will insure
amore equitable adjustment of investments. All other non-controllable items of lease and well equipment
installed with the Unit Area and required in Unit Operations, although excluded from the inventories, shall
nevertheless be taken over by the Unit Operator. Immediately following completion, such inventories
shall be priced in accordance with the provisions of Exhibit “E”, Accounting Procedure, or at an appraised
value determined or agreed to by Working Interest Owners; such pricing shall be performed under the
supervision of; by the personnel of and in the offices of the Unit Operator, with other Working Interest
Owners furnishing such pricing help as may be available and necessary.

10.3 Investment Adjustment. Upon approval by Working Interest Owners of the inventory and
evaluation, each Working Interest Owner shall be credited with the value of its interest in all wells and
equipment taken over under Article 10.1, and shall be charged with an amount equal to that obtained by
multiplying the total value of all wells and equipment taken over under Article 10.1 by each Working
Interest Owner’s Unit Participation. If the charge against any Working Interest Owner is greater than the
amount credited to such Working Interest Owner, the resulting net charge shall be an item of Unit Expense
chargeable against such Working Interest Owner. If the credit to any Working Interest Owner is greater
than the amount charged against such Working Interest Owner, the resulting net credit shall be paid to
such Working Interest Owner by Unit Operator out of funds received by it in settlement of the net charges
described in this Section 10.3

10.4  General Facilities. The acquisition of warehouses, warehouse stocks, lease houses, camps,
facility systems and office buildings necessary for Unit Operations shall be by negotiation by the owners
thereof and Unit Operator, subject to the approval of Working Interest Owners.

10.5 Ownership of Property and Facilities. Each Working Interest Owner, individually, shall by
virtue hereof own an undivided interest, equal to its Unit Participation in all wells, equipment and
facilities taken over or otherwise acquired by Unit Operator pursuant to this Agreement All other lease,
well equipment and other personal property not required for Unit Operations and not taken over by the
Unit Operator as herein provided shall remain the property of the Working Interest Owner(s) that owned
such equipment prior to the establishment of the Unit.

ARTICLE 11
UNIT EXPENSE

11.1  Basis of Charge to Working Interest Owners. Unit Operator initially shall pay the Unit
Expenses. Each Working Interest Owner shall reimburse Unit Operator for its share of Unit Expense in
proportion to its respective Unit Participation. All charges, credits and accounting for Unit Expense shall
be in accordance with Exhibit ‘E” and shall be apportioned among and assessed against the Working
Interest Owners in proportion to their respective Working Interest Ownership percentages as reflected
on Exhibit “D” hereto. Unit Operator shall be responsible for preparing monthly statements of Unit
Expenses to be submitted to the Working Interest Owners for payment, in accordance with Exhibit “E”.

Page 8 of 16



Unit Operating Agreement April 10, 2023
Irons Morrow Sand Unit

11.2  Budgets. Before, or as soon as practical after the Effective Date, Unit Operator shall prepare a
budget of estimated Unit Expense for the remainder of the calendar year, and on or before the first day of
each October thereafter, shall prepare such a budget for the ensuing calendar year. A budget shall set forth
the estimated Unit Capital Expenditures. Budgets shall be estimates only, and shall be adjusted or
corrected by Working Interest Owners and Unit Operator whenever an adjustment or correction is proper
and reasonable. A copy of each budget and adjusted budget, if any, shall be furnished promptly to each
Working Interest Owner.

11.3  Advances. Unit Operator shall have the right to require Working Interest Owners to advance
their respective shares of estimated Unit Expenses by submitting to Working Interest Owners, on or
before the 15th day of any month, an itemized estimate thereof for the succeeding month, with a request
for payment in advance. Within fifteen (15) days thereafter, each Working Interest Owner shall pay to
Unit Operator it share of such estimate. Adjustments between estimated and actual Unit Expense shall be
made by Unit Operator at the close of each calendar month, and the accounts of Working Interest Owners
shall be adjusted accordingly.

11.4  Commingling of Funds. Funds received by Unit Operator under this Agreement need not be
segregated or maintained by it as a separate fund but may be commingled with its own funds

11.5 Unpaid Unit Expense. If any Working Interest Owner fails or is unable to pay its share of Unit
Expense within ninety (90) days after rendition of a statement therefore by Unit Operator, the Unit
Operator shall, by certified mail, return receipt requested, mail to such defaulting Working Interest Owner
a second invoice, notifying such Working Interest Owner that itis in default and that Unit Operator intends
to invoke the provisions of either Section 11.5.1 or 11.5.2 if such invoice is not paid within four business
days of receipt delivery. Unit Operator may not invoke the provisions of Section 11.5.1 or 11.5.2 if a bona
fide good faith dispute exists as to the validity of some or all of the unpaid Unit Expense, provided that
such Working Interest Owner shall pay all undisputed amounts within the four-business-day period
provided for above and also, within that period, provides Unit Operator with a written notice setting forth,
in good faith, the reasons it is disputing the validity of all remaining unpaid Unit Expenses. In the
aforementioned second notice, Unit Operator shall designate which one of the following remedies it
intends to invoke;

11.5.1 Unpaid Amounts Carried by Non-Defaulting Parties: Unit Operator may elect that
such unpaid invoice or statement shall bear interest at the rate provided in Section
1.3.B, of Exhibit “E’, Accounting Procedures. Such unpaid Unit Expenses shall be
carried by and paid by all non-defaulting Working Interest Owners in the proportion
that the Unit Participation of each bears to the total such Unit Participation of all
such non-defaulting Working Interest Owners. The amount carried shall be due and
payable out of the proceeds from the defaulting Working Interest Owner’s share of
Unitized Substances, including, to the extent provided for in the Kansas Unitization
Statutes (K.S.A. §55, Art. 13, et seq.), overriding royalty interests, oil and gas
payments, or other interests in excess of one-eighth (1/8) royalty interest to which
such Working Interest Owner’s interest is subject. During the time that any Working
Interest Owner fails to pay its share of the Unit Expense, the unit Operator without
prejudice to other existing remedies shall be entitled to collect and receive directly
from the purchaser the proceeds from such Working Interest Owner’s share of the
Unitized Substances. All credits to any such defaulting Working Interest Owner on
account of the sale or other disposal of unit equipment, or otherwise, shall also be
applied against the unpaid share of Unit Expense charged against such Working
Interest Owner; or

Page 9 of 16



Unit Operating Agreement April 10, 2023
Irons Morrow Sand Unit

11.5.2 Deemed Non-Consent: Unit Operator may elect to treat such failure to pay the
invoice or statement as an election by the defaulting Working Interest Owner to be
treated as a Non-Consenting pasty and the unpaid amounts shall be recovered
according to the provisions of Section 11.8 below.

11.6  Security Rights. In addition to any other security rights and remedies provided for by the laws
of the State in which the Unit Area is located, with respect to services rendered or materials and
equipment furnished under this Agreement, each Working Interest Owner grants to Unit Operator a lien
upon the oil and gas rights Owned by each such Working Interest Owner within the Unit Area, including
the Unitized Substances attributable thereto, when produced and the Unit Equipment credited thereto, in
order to secure payment of the Unit Expense charged against such Working Interest, together with
interest thereon at the rate set forth in Exhibit “E” or the maximum rate allowed by law, whichever is less.
If any Working Interest Owner does not pay its share of Unit Expense when due, or if any Working Interest
Owner elects to be carried or otherwise financed, Unit Operator shall have the right to collect from the
purchaser of production, the proceeds from the sale of such Working Interest Owner’s share of Unitized
Substances until the amount owed, plus interest at the rate of two percent (2%) above prime rate as
established by the Chase Manhattan Bank of New York City, on the last day of the calendar month in which
the unpaid balance becomes due or the maximum contract rate permitted by the applicable usury laws,
whichever is the lesser, has been paid. Each purchaser of production is hereby authorized and shall be
entitled to rely on Unit Operator’s statement concerning the amount owed and the interest payable
thereon.

11.7  Carved-Out Interests. Any overriding royalty, production payment, net proceeds interest,
carried interest or any other interest carved out of a Working Interest and created after the Effective Date
of this Agreement shall be subject to this Agreement. If a Working Interest Owner does not pay its share
of Unit Expense and the proceeds from the sale of unitized Substances under Article 11.6 are insufficient
for that purpose, the security rights provided for therein may be applied against the carved-out interests
with which such Working Interest is burdened. In such event, the owner of such carved-out interest shall
be subrogated to the security rights granted by Article 11.6.

11.8 Non-Consent Provisions. In the event that (a) three (3) or more Working Interest Owners
owning a combined voting interest (pursuant to the provisions of Article 4), of more than sixty-five
percent (65%), but less than one hundred percent (100%), desire to proceed with a proposed project
which under Article 4 requires an affirmative vote of at least sixty-five percent (65%) or more of the voting
interests, or (b) in the event that any Working Interest Owner fails to pay for its’ share of Unit Expenses
when due and Unit Operator elects to treat such defaulting party as a non-consent then the following shall
apply: Unit Operator shall cause written notice to be given to all Working Interest Owners of the proposed
project or projects, including specific data as to the proposed operation and the estimated cost thereof.
The Working Interest Owners failing to agree to the proposed operations shall have a period of thirty (30)
days after receipt of such notice in which to elect to join and pay their proportionate share of the costs of
such proposed operations. After the expiration of said thirty (30) day period, the Working Interest
Owners electing to proceed may so proceed at their sole cost and expense; provided, however, the parties
paying the cost of such additional operations shall be entitled to recover from unit production attributable
to the interest of the non-paying Working Interest Owners the following amounts:

Page 10 of 16



Unit Operating Agreement April 10, 2023
Irons Morrow Sand Unit

11.8.1  Surface Equipment beyond the Wellhead. Two hundred percent (200%) of the
unpaid portion of such Working Interest Owner’s share of the cost of aboveground
surface equipment beyond the wellhead connection, including, but not limited to,
stock tanks, separators, heaters, pumping equipment and piping, plus two hundred
percent (200%) of the unpaid portion of such Working Interest Owner’s share of the
cost of operation of the unit during the period of recovering the costs itemized in
this Section 11.8; plus

11.8.2  Drilling and Other Operations: Intangibles. Three hundred percent (300%) of the
unpaid portion of such Working Interest Owner’s share of the costs and expenses of
drilling wells in the Unit Area, including, staking, well site preparation, rigging up,
or drilling, and reworking, deepening or plugging back, testing and completing said
wells; and

11.8.3 Underground Pipeline Systems. Injected Substances. Three hundred percent
(300%) of the unpaid portion of such Working Interest Owner’s share of the costs

and expenses of underground pipeline systems, expenses for injected substances
and any other nonrecoupable expenses incurred.

All Interest and penalties prescribed under this agreement with respect to recovery of costs shall be paid
from the non-paying Working Interest Owner’s share of production.

11.9 Pre-Unitization Expense. Prior to effective date, Unit Operator may incur certain costs and
expenses for and on behalf of the Working Interest Owners in anticipation of the Unit Agreement and this
Agreement becoming effective, including legal fees required during the process of filing an application for
approval by the Kansas Corporation Commission and any proceeding related to obtaining such approval.
Such costs shall herein be referred to as “Pre-Unitization Expenses”. Notwithstanding the fact that such
expenses have been incurred prior to the effective date of the Unit, Unit Operator shall, as soon as
practicable after the Effective Date of this Agreement, reallocate and invoice such Pre-Unitization
Expenses among all Working Interest Owners in accordance with the Unit Participation interest of each
such Working Interest Owner.

ARTICLE 12
NONUNITIZED FORMATIONS

12.1  Right to Operate. Any Working Interest Owner that now has or hereafter acquires the right to
drill for and produce oil, gas or other minerals from a formation underlying the Unit Area other than the
Unitized Formation, shall have the right to do so notwithstanding this Agreement or the Unit Agreement.
In exercising the right, however, such Working Interest Owner shall exercise care to prevent unreasonable
interference with Unit Operations. No Working Interest Owner, other than Unit Operator, shall produce
Unitized Substances. If any Working Interest Owner drills any well into or through the Unitized
Formation, the Unitized Formation shall be protected in a manner satisfactory to Working Interest
Owners so that the production of Unitized Substances will not be affected adversely.
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ARTICLE 13
TITLES

13.1 Warranty and Indemnity. Each Working Interest Owner represents and warrants that it is
the owner of the respective Working Interest set forth opposite its name in Exhibit D, and agrees to
indemnify and hold harmless the other Working Interest Owners from any loss due to failure, in whole
or in part, of its title to any such interest; however, such indemnification and liability shall be limited to
an amount equal to the net value that lies been received from the sale or receipt of Unitized Substances
attributed to the interest as to which title failed. Each failure of title will be deemed to be effective,

insofar as this Agreement is concerned, as of 7:00 A.M. on the first day of the calendar month in which
such failure is finally determined, and there shall be no retroactive adjustment of Unit Expense, or
retroactive allocation of Unitized Substances or the proceeds therefrom, as a result of title failure.

ARTICLE 14
LIABILITY, CLAIMS, AND SUITS

14.1 Individual Liability. The duties, obligations and liabilities of Working Interest Owners shall be
several and not joint or collective; and nothing herein shall ever be construed as creating a partnership of
any kind, joint venture, association or trust among Working Interest Owners.

14.2  Settlements. Unit Operator may settle any single damage claim or suit involving Unit
Operations if the expenditure does not exceed Twenty Thousand Dollars ($20,000.00), and if the payment
is in complete settlement of such claim or suit. If the amount required for settlement exceeds the above
amount, Working Interest Owners shall determine the further handling of the claim or suit. All costs and
expense of handling, settling or otherwise discharging such claim or suit shall be an item of Unit Expense,
subject to such limitation as is set forth in Exhibit “E”. If a claim is made against any Working Interest
Owner or if any Working Interest Owner is sued on account of any matter arising from Unit Operations
over which such Working Interest Owner individually has no control because of the rights given Working
Interest Owners and Unit Operator by this Agreement and the Unit Agreement, the Working Interest
Owner shall immediately notify the Unit Operator, and the claim or suit shall be treated as any other claim
or suit involving Unit Operations.

14.3  Notice of Loss. Unit Operator shall report to Working Interest Owners as soon as practicable
after each occurrence, damage or loss to Unit Equipment, and each accident, occurrence, claim or suit
involving third-party bodily injury or property damage not covered by insurance carried or the benefit of
Working Interest Owners.

ARTICLE 15
NONDISCRIMINATION

15.1 Nondiscrimination. During the performance of work under this Agreement, Unit Operator
agrees to comply with all of the provisions of Subsections (1) through (7) of Section 202, Executive Order
11246 of September 24, 1965, as amended by Executive Order 11375 of October 13, 1967, and as
subsequently amended, which are hereby incorporated by reference in this Agreement.
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ARTICLE 16
NOTICES

16.1 Notices. All notices required hereunder shall be in writing and shall be deemed to have been
properly served when sent by mail, telegram or telephone facsimile (fax) to the address and/or telephone
fax number of the representative of each Working Interest Owner as furnished to Unit Operator in
accordance with Article 4.

ARTICLE 17
WITHDRAWAL OF WORKING INTEREST OWNER

17.1  Withdrawal. A Working Interest Owner may withdraw from this Agreement by transferring,
without warranty of title either express or implied, to the Working Interest Owners who do not desire to
withdraw all its Oil and Gas Rights, exclusive of Royalty Interests, together with its interest in all Unit
Equipment and in all wells used in Unit Operations, provided that such transfer shall not relieve such
Working Interest Owner from any obligation or liability incurred prior to the first day of the month
following receipt by Unit Operator of such transfer. The delivery of the transfer shall be made to Unit
Operator for the transferees. The transferred interest shall be owned by the transferees in proportion to
their respective Unit Participations. The transferees, in proportion to the respective interests so acquired,
shall pay the transferor for its interest in Unit Equipment, the salvage value thereof less its share of the
estimated cost of salvaging same, and the cost of plugging and abandoning all wells then being used or
held for Unit Operations, as determined by Working Interest Owners. In the event such withdrawing
owner’s interest in the aforesaid salvage value is less than such owner’s share of such estimated costs, the
withdrawing owner, as a condition precedent to withdrawal, shall pay the Unit Operator, for the benefit
of Working Interest Owners succeeding to its interest, a sum equal to the deficiency. Within sixty (60)
days after receiving delivery of the transfer, Unit Operator shall render a final statement to the
withdrawing owner for its share of Unit Expense, including any deficiency in salvage value, as determined
by Working Interest Owners, incurred as of the first day of the month following the date of receipt of the
transfer. Provided that all Unit Expense, including any deficiency hereunder, due from the withdrawing
owner has been paid in full within thirty (30) days after the rendering of such final statement by the Unit
Operator, the transfer shall be effective the first day of the month following its receipt by Unit Operator
and, as of such effective date, withdrawing owner shall be relieved from all further obligations and
liabilities hereunder and under the Unit Agreement, and the rights of the withdrawing Working Interest
owner hereunder and under the Unit Agreement shall cease insofar as they existed by virtue of the
interest transferred.

17.2  Limitation on Withdrawal. Notwithstanding anything set forth in Article 17.1, Working
Interest Owners may refuse to permit the withdrawal of a Working Interest Owner if its Working Interest
is burdened by any royalties, overriding royalties, production payments, net proceeds interest, earned
interest, Carved-Out Interests or any other interest created out of the Working Interest in excess of the
applicable lessor’s royalty interest as specified in the original oil and gas lease between the withdrawing
Working Interest Owner and such lessor(s). If less than all the remaining Working Interest Owners refuse
to permit a withdrawal, the Working Interest Owners agreeing to the withdrawal shall have the option to
accept the transfer and assignment and agree to accept the Working Interest subject to such burdens, and
the parties electing to accept such withdrawn interest shall, provided that any deficiency referred to in
Article 17.1 has been paid in full, share same proportionately as to their respective Unit Working Interests.

Page 13 of 16



Unit Operating Agreement April 10, 2023
Irons Morrow Sand Unit

ARTICLE 18
ABANDONMENT OF WELLS

18.1  Rights of Former Owners. If Working Interest Owners determine to permanently abandon any
well within the Unit Area prior to termination of the Unit Agreement, the Unit Operator shall give written
notice thereof to the Working Interest Owners of the Tract on which the well is located, and they shall
have the option for a period of sixty (60) days after the sending of such notice to notify the Unit Operator
in writing of their election to take over and own the well. Within ten (10) days after the Working Interest
Owners of the Tract have notified Unit Operator of their election to take over the well, they shall pay Unit
Operator, for credit to the joint account, the amount determined by Working Interest Owners to be the
net salvage value of the casing and equipment, through the wellhead, in and on the well. The Working
Interest Owners of the Tract, by taking over the well, agree to seal off the Unitized Formation, and upon
abandonment to plug the well in compliance with applicable laws and regulations.

18.2  Plugging. If the Working Interest Owners of the applicable Tract do not elect to take over a
well located within the Unit Area that is proposed for abandonment, as provided in Article 18.1 above,
then Unit Operator shall plug and abandon such well in compliance with applicable laws and regulations.

ARTICLE 19
EFFECTIVE DATE AND TERM

19.1  Effective Date. This Agreement shall become effective when the Unit Agreement becomes
effective.

19.2  Term. This Agreement shall continue in effect so long as the Unit Agreement remains in effect,
and thereafter until (a) all Unit wells have been plugged and abandoned or turned over to Working
Interest Owners in accordance with Article 18; (b) all Unit Equipment and property acquired for the joint
account have been disposed of by Unit Operator in accordance with instructions of Working Interest
Owners; (c) all amounts owed to Unit Operator by any party have been fully paid, including accrued
interest; and (d) there has been a final accounting.

ARTICLE 20
ABANDONMENT OF OPERATIONS

20.1 Termination. Upon termination of the Unit Agreement, the following will occur:

20.1.1  Oil and Gas Rights. Oil and Gas Rights in and to each separate Tract shall no longer
be affected by this Agreement, and thereafter the parties shall be governed by the
terms and provisions of the leases, contracts and other instruments affecting the
separate Tracts.

20.1.2  Right to Operate. Working Interest Owners of any Tract that desire to take over and
to continue to operate wells located thereon may do so by paying Unit Operator, for
credit to the joint account, the net salvage value, as determined by Working Interest
Owners, of the casing and equipment, through the wellhead, in and on the wells
taken over and by agreeing upon abandonment to plug each well in compliance with
applicable laws and regulations.
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20.1.3  Salvaging Wells. Unit Operator shall salvage as much of the casing and equipment in
or on wells not taken over by Working Interest Owners of separate Tracts as can
economically and reasonably be salvaged, and shall cause the wells to be plugged
and abandoned in compliance with applicable laws and regulations.

20.1.4  Cost of Abandonment. The cost of abandonment of Unit Operations shall be Unit
Expense.

20.1.5 Distribution of Assets. Working Interest Owners shall share in the distribution of
Unit Equipment, or the proceeds thereof in proportion to their Unit
Participations.

ARTICLE 21
APPROVAL

21.1  Original Counterpart or Other instrument. An owner of a Working Interest may approve
this Agreement by signing the original, a counterpart thereof or other instrument approving this
Agreement the signing of any such instrument shall have the same effect as if all Parties had signed the

same instrument.

ARTICLE 22
SUCCESSORS AND ASSIGNS

22.1  Successors and Assigns. This Agreement shall extend to, be binding upon, and inure to the
benefit of the Parties hereto and their respective heirs, devisees, legal representatives, successors and
assigns, and shall constitute a covenant running with the lands, leases and interests covered hereby.

ARTICLE 26
UNLEASED INTERESTS

26.1 Treated as Leased. If a Working Interest Owner owns fee to all or a part of the Oil and Gas
Rights in any Tract which are not subject to an oil and gas lease, or other contract in the nature thereof,
such Working Interest Owner shall be deemed to own a Working Interest in such Tract to the extent of
seven-eighths (7/8) of its interest therein and a Royalty Interest with respect to the remaining one-
eighth (1/8) interest therein.

ARTICLE 22
JOINDER IN DUAL CAPACITY

22.1 Joinder in Dual Capacity. If a party owns both a Working Interest and a Royalty Interest, it
shall not be necessary for such party to execute this Agreement in both capacities to commit both
classes of interests. Execution by any such party in one capacity shall also constitute execution in the
other capacity.

[Signatures on the following page.]
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Unit Operating Agreement April 10, 2023
Irons Morrow Sand Unit

IN WITNESS WHEREOF, this Agreement is approved on the dates opposite the respective
signatures set forth below.

UNIT OPERATOR

CANADAY OIL COMPANY

By:

G. M. Canaday, Vice President

WORKING INTEREST OWNERS

By: Date:
By: Date:
By: Date:
By: Date:
By: Date:
By: Date:
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EXHIBIT ‘B’

Unit Agreement
dated
January 10, 2023
IRONS MORROW SAND UNIT
Clark County, Kansas
UNIT AREA Section-T-R
Tract 1 Northwest Quarter 17 - 30S - 24W
Tract 2 Southwest Quarter 8 -30S-24W and
Southeast Quarter 7 - 30S - 24W
Tract 3 Northwest Quarter 8 -30S - 24W
Tract 4 East Half of the Northeast Quarter 7 - 30S - 24W

Tract 5 Northeast Quarter of the Northeast Quarter 18- 30S - 24W
All in Clark County, Kansas



NWI4 17-T305-R24W

SE/4 7-T305-R24W &
SWi4 8-T30S-R24W

NW/4 8-T30S-R24W

E/2 NE/4 7-T305-R24W

NE/4 NE/4 18-T305-R24W

Tract Factors

Unit Tract 1Factor Unit Tract Z Factor Unit Tract 3 Factor Unit Tract 4 Factor Unit Tract 5 Factor Totaled =
OWNERSHIP 0.113100 0.490800 0.267500 0.113100 0.003500 1.00000000
GWI NRI! Bl ! ORRI GwWl NRI! BRI ! ORRI GWI NRI! BRI ! ORRI GWI NRI! BRI ! ORRI GWI NRIIRBI! ORRBI| UNIT GWI'S | UNIT NRI/ BRIl ORRI

K.aren Lee Byerley Fevocable Trust | G 0.05355000 005955000
MRI 0.05210625 0.05210625
Rl 0.00744375 0.00744375

Lavize Anm w'ast Gl 0.05355000 0.05955000
MRI 0.05210625 0.05210625
Rl 0.00744375 0.00744375

Dara Homan Trust Gl 0.36810000 0.Z0062500 0.08332500 0.65805000
MRI 0.23357534 016300751 0.07515335 0.54074313

Lucinda Brathers Ghwl 0.04 030000 0.02229167 0.00332500 0.07311667
MRI 0.03328622 0.01811138 0.00868438 0.06008257

Grant Canaday Giwl 0.04030000 0.0ZZ23167 0.00332500 0.07311667
MRI 0.03328622 0.0151138 000565435 0.06008257

Patrick Canaday Gl 0.03578750 0.01350521 0.00868438 0.06397708
MRI 0.02512544 0.01554735 0.00753553 0.05257225

Cade Canaday Gl 0.00511250 000275646 0.00124063 0.00913958
MRI 0.00416078 0.00226400 0.00108555 0.00751032
E&F Family LP R 0.01533750 0.01533750
Billy Irons i 0.01533750 001671573 0.03205625
Kerry rons Fl 0.01533750 0.0167T1375 0.03205625
Derby Rack LLC R 0.01533750 0.016T137S 0.03205625
Richard Saenz ORRI 0.01717500 0.01717800
Preston Saenz Trust aRRI 0.00430300 000430800
Preston Sasnz Jr ORRI 0.00245400 000245400
Pat Seal Revocable Trust OFRRI 0.00547541 0.00547541
Cannan Family Investments Inc Rl 0.01485750 0014887520

John Bair (=] 0.00070000 0.00070000
MRI 0.00061250 0.00061250
Fi 0.00005750 0.00008750

Linda & Edw.ard Mahisu (=] 0.00070000 0.00070000
MRI 0.00061250 0.00061250
i 0.00008750 0.00008750

Mark & Michelle Mahisu Gl 0.00070000 0.00070000
MRI 0.00061250 0.00061250
Fi 0.00005750 0.00008750

O'Brien Family Trust of 2011 dated Gl 0.00140000 0.00140000
July 22,2071 MRI 0.00122500 0.00122500
Fi 0.00017500 0.00017500
TOTALS: 0. 11910000 0.11910000 0.43080000 | 0.43080000 | D.26750000 | 0.26750000 0.11910000 0.11910000 0.00350000 | 0.00350000 | 1.00000000 1.00000000

LINN ANVS MOHHOW SNOJI
ININTIHOV ONLLVIHALO LINN
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NWI/4 17-T30S-R24W

SE/4 T-T305-R24W &
SWWi4 8-TI05-R24W

NWi4 8-T305-R24W

E/2 NE/4 T-T305-R24W

NE/4 NE/4 18-T30S-R24W

Tract Factors

Unit Tract 1 Factor Unit Tract 2 Factor Unit Tract 3 Factor Unit Tract 4 Factor Unit Tract 5 Factor Toraled =

OWNERSHIP 0.119100 0.490800 0.267500 0.119100 0.003500 1.00000000
GWl Unit Wi GWl Unit Wl GwWl Unit W1 Gl Unit Wi GWl Unit Wi UNIT GWI'S

K.aren Lee Buerley Fevocable Trust 0.50000000 0,05355000 0.05355000
Lovise Ann west 0.50000000 0.05355000 0.05955000
Diana Homan Trust 0. 75000000 0.36810000 0.75000000 0.20082500 0.75000000 0.08332500 0.65805000
Lucinda Brothers 0.08333333 0.04030000 0.03333333 0.02223167 0.08333333 0.00332500 0.07311667
Grant Canaday 0.08333333 0.04030000 0.03333333 0.02223167 0.08333333 0.00332500 0.07311667
Patrick Canaday 0.07Z31666T 0.03575750 007216667 0.01950521 0.07Z316667 0.00865437 0.06337 708
Cade Canaday 0.0104H16667 0.00511250 0.010416667F 0.00275646 000416667 0.00124062 0.00913958
John Bair 0.20000000 0.00070000) 000070000
Linda & Edw ard Mahieu 0.20000000 0.00070000) 0.00070000
[Mark & Michelle Mahiewu 0.20000000 0.00070000] 000070000
O'Brien Family Trust of 2011 dated July 22, 2011 0.40000000 0.00740000) 0.00140000
TOTALS:| 1.00000000 011910000 1.00000000 043080000 1.00000000 026750000 1.00000000 011910000 1.00000000 0.00350000 | 1.00000000

LINNQ ANVS MOTIOIN SNOYUI
INHNATIOV ONILVIAdO LINN

« @ LIGIHXH



UNIT OPERATING AGREEMENT

Owner

Tract1
Louise West
Karen Byerly

Tract2
Dana Homan Trust
Lucinda Brothers Full
Grant Canaday
Patrick Canaday
Cade Canaday

Tract3
Dana Homan Trust
Lucinda Brothers Full
Grant Canaday
Patrick Canaday
Cade Canaday

Tract4
Dana Homan Trust
Lucinda Brothers Full
Grant Canaday
Patrick Canaday
Cade Canaday

Tract 5
Other

Unit Owner
Louise West
Karen Byerly
Dana Homan Trust
Lucinda Brothers Full
Grant Canaday
Patrick Canaday
Cade Canaday
Other

IRONS MORROW SAND UNIT
EXHIBIT 'D'
WIin Tract Tract Factor
Decimal Interest x WI
0.5000000 0.0595500
0.5000000 0.0595500
0.7500000 0.3681000
0.8333000 0.0409000
0.8333000 0.0409000
0.7292000 0.0357900
0.1042000 0.0051100
0.7500000 0.2006200
0.8333000 0.0222900
0.8333000 0.0222900
0.7292000 0.0195100
0.1042000 0.0027900
0.7500000 0.0089330
0.8333000 0.0099200
0.8333000 0.0099200
0.7292000 0.0086800
0.1042000 0.0012500
1.0000000 0.0025000
0.0595500
0.0595500
0.6580500
0.0731100
0.0731100
0.0639800
0.0091500
0.0035000

1.0000000

Unit
Participation
Decimal Interest



. COPAS 2005 Accounting Procedure

C O p a S Recommended by COPAS
Exhibit “E”
ACCOUNTING PROCEDURE
JOINT OPERATIONS

Attached to snd made pant of __PLAN of UNITIZATION
[RONS MORROW SAND UNIT CLARK COUNTY. KANSAS

L GENERAL PROVISIONS

IF THE PARTIES FAIL TO SELECT EITHER ONE OF COMPETING “ALTERNATIVE” PROVISIONS, OR SELECT ALL THE
COMPETING “ALTERNATIVE” PROVISIONS, ALTERNATIVE 1 IN EACH SUCH INSTANCE SHALL BE DEEMED TO HAVE
10 BEEN ADOPTED BY THE PARTIES AS A RESULT OF ANY SUCH OMISSION OR DUPLICATE NOTATION.

P I T T SR T T e,

2 IN THE EVENT THAT ANV “OUTIONAL® PROVISION OF THIS ACCOUNTING PROCEDURE 1S NOT ADOPUED BY TUE
13 PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR HANDWRITTEN INDICATION, SUCH PROVISION SHALL NOT
B FORM A PART OF THIS ACCOUNTING PROCEDURE. AND NO INFERENCE SHALL BE MADE CONCERNING THE INTENT
15 OF THE PARTIES IN SUCH EVENT.

16

17 1. DEFINITIONS

18

19 Al terms used in this Accounting Procedure shall have the following meaning, onless otherwise expressly defincd in the Agrecment:

i

24 “AfTiliate™ means for a person. another persun that controls. is controlled by, or is under common control with that person. In this
22 definition, () control means the ownership by one person. directly or indirectiy. of more than fty percent (30%) of the voting securities
23 of & corporation vr, for other persons, the equivalent ownership interest (such as partnership interests), and (b “person” means an
24 individual, corporation, purtaership, trust. estate, unincory d organizati iation, or other legal entity.

25

2% “Agreement™ means the operating farmout or other b the Panies to which this Accounting
3 Procedure is sttached.

28

29 “Controflable Material™ meuns Malerial that, at the time of acquisition or disposition by the Joint A L, as applicable, is so classificd
0 in the Material Classitication Manual most recently recommended by the Council of Petroleum Accountants Socicties (COPAS).

31

32 “EBqualized Freight" means the p dure of churgi portation cost to the Joint Account hased upon the distance from the nearest
ki) Railway Receiving Point to the propeny.

34

35 “Excladed Amount™ means aspecilied excluded trucking amount most recently recommended by COPAS.

36

37 “Fleld Office” means 4 structure, or portion of ¢ . whether a temporary or permanent installation, the primary function of which is
k3] to dircctly serve daily operation and maintex. mce activities of the Joint Property and which scrves as a staging area for dirvetly chargeuble
39 ficld personnel.

40

+ “First Level Supervision™ means those employecs whose primary function in Joint Operations is the direct oversight of the Operator’s
42 field employees andfor contract labor directly employed On-site in a field operating capacity. First L.evel Supesvision functions may
13 include, but are net timited to:

“

a5 »+ Responsibility for ficld employecs und contract lubor engaged in activities that can include field operations, maintenance,
16 construction, well remedial work, equipment movement and drilling

47 + Responsibility for day-to-day direct eversight of'vig operations

48 + Responsibility for day-to-duy direct nversight of construction operations

49 » Coordination of job priorities and approval of work procedures

50 = Respansibility for optimal utilization (eguiy Materials, § 1y

51 = Responsibility for ing production and ficld i targets

52 + Representation of the Parties in local mutters involving ity, vendors, regulatory agents and land 5. a5 an incidental
53 part of the supervisor's operating responsibilities

34 + Responsibility for all emergency responses with field staif

55 + Responsibility for impl ing salety and environmental practices

36 » Responsibility for field adh © company policy

57 - Responsibility for employment desisions and performance uppraisals for field persanncl

58 + Oversight of sub-groups for field functions sueh a8 clectrical, safety, environmental, telecommunications. which may have group
59 or team leaders.

60

61 “goint Aceount™ means the account showing the charges pald and crediis received {n the conduct of the Joint Operations that are lo be
62 shared by the Parties. but does not include p ds aitributable to hydrocarhons and by-products produced under the Ag)

63

64 “foint Operations’™ means all eperations necessary or proper for the exploration, appraisal, develop prod p

65 mainienance, repair, abandonment. und restoration of the Joint Property.

6

COPYRIGHT & 2005 by Council of Petrofeum A Societies, Inc. (COPAS)
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COPAS 2003 Accounting Procedure
Recommended by COPAS. Inc.

*loint Property™ means the real and personal property subject 1o the Agreement.

“Laws” means any laws, rolos. regubmions, deerees, and orders of the United States of America or any staw thereof and all other
40 t bodies, agencivs, and other authorities having jurisdiction over or affecting the provisions ined in or the

o plated by the A
promulgated or issued.

ar or the Parties and their operatinns, whether such laws now exist or are herealier amended. enneted.

“Material” means personal propenty. equipment, supplies, or consumables acquired or held for use by the Joint Praperty.

“Non-Operators™ means the Parties 1o the Agreement other than the Operator.

“Offshore Facifities™ means plutforms, surface and subsea development and production systems, and other support systems such as oil and
gas handling fuciliges, iving quarters, offives, shops, cranes. clectrical supply equipment and systems. fisel and water slorage and piping,
heliport. marine docking instatlations. communication facilities. navigation aids, and other similar facilities necessary in the conduct of
offshore operations. alt of which are located offshore.

“O-site”™ mewns uny location that is not considered On-site as defined in this Accounting Procedure.
“On-site” means on the Joimt Property when in direct conduet of Joint Operations. The term “On-site” shall also include that purtion of

Offshore Facilities, Shore Base Facilities, fabrication yards. and staging arcas from which Joint Operations are conducted, or other
facilitics that direetly control equipment on the Joint Property. regardless af whether such facilities ane owned by the Joint Account.

“Operator™ means the Party designated p 1o the Ag 1o concluct the Joint Operations,

“Parties™ means Jegal entitivs signatory 1o the Agreement or their successors and assigns. Parties shall be referred to individunlly as
“Party.”

“Participating Iaterest™ means the percentage of the costs ind risks of oc ing an
or i§ othenwise obligated. to pay and bear.

peration under the Ag that a Party agrees.

“Purticipating Party™ means 8 Party that upproves 4 proposed operation or atherwise agrees, or becomes Yable. to pay and bear a share of
the costs and risks of conducting an operation under the Agreement.

“Personal Expenses™ meany rvimbursed costs for travel and temiporary jiving expenses.

“Railway Reeciving Point™ means the railhead neurest the Juint Property for which freight raies are published, even though an actual
ruithead may not exist.

~Shore Base Facilities” means onshore support tacilitics thal duriag Joint Operations provide such services w the Joint Propeny as a
p pery

receiving and ji point for Materials; deb ion point for drilling and production personnel and services; communication,
scheduting and dispatching center; and other associated functions serving the Jaint Property.

“Supply Store™ means a recognized source or common stock point for a given Muterial item.

“Technical Services™ means services providing specific engineering, geoscience, or other professional skills, such as those perfonned by
engincers, geologists. geophysicists, and technicians. required to handle specific operating conditions and problems for the benefit of Joint
Operations: provided, however, Technical Services shall not include those functions specifically identified as overhead under the second
paragraph of the intraduction of Section 11 ((verhead). Technical Services may be provided by the Operator, Operator's Alfiliate. Non-
Operator, Non-Operator Affiliates, and/or third parties.

STATEMENTS AND BILLINGS

The Operator shall bill Non-Operutors on or hetore the lust day of the month for their propertionate share of the Joint Account for the
preceding month. Such bills shall be sccompanied by stutenmuents that idemify the AFE (authority for expendiwre), lease or faciiity, and all
charges and credits summarized by appropriate categories of investment and expensc. Controllable Material shall be scparately identified
and fully described in detail, or at the Operator’s option, Controlluble Material may be summarized by major Material classifications.
Intangtble drilling costs. audit sdjustments, and unusual eharges and credits shall be separately and cleorly identified.

The Operatar muy make available to Non-Operators any statements and bills required under Section 1.2 and/or Section 13.A (ddvances
and Payments by the Parties) via email, electronic data interche internet websites or ather equivalent el ic media in fieu of paper

copies. The Operator shail provide the Non-Op: i ions and any sary inft ion to access and receive the statements and
bills within the tmelrames specilied herein. A statement or billing shall he deemed as delivered twenty-four (24) hours (exclusive of
weekends and holidays) aller the Operator notifies the Non-Operator that the statement or hitling is available on the website snd/or sent via
email or el ic data interchange ission. Euch Non-Operator individually shall elect fo receive statements and billings
electronicully. if available from the Operator, or request paper copies. Such election may be changed upon thinty (30) days prior swritten
netice to the Operatar.

COPYRIGHT 6 20035 by Council of'f A Societies, Inc. (COPAS)
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3. ADVANCES AND PAYAIENTS BY THE PARTIES

A,

Unless otherwise provided for in the A the Operator may require e Non-Operators to advance their share of the estimated

cash outlay for the succesting month’s operations within fifteen (15) days after receipt of the advance request or by the first day of
the month for which the advance is required. whichever is Tater. ‘The Operator shall adjust each monthly hilling to reflect advances
received from the Non-Operators for such month. If & refund is due, the Qperator shall apply the amount to be refinded o the
subsequeat month’s billing or advance, unless the Non-Opcrator sends the Operator a writien request for a cash refimd. The Operator
shall remit the refind to the Non-Operator within fifteen { 15) duys of receipt of sueh written request.

Fixcept as provided below. cach Party shall pay its proportionate stare of all bills in fll within fifleen (15) days of receipt date. 1f
payment is not made within such time, the unpaid balance shall bear interest compounded monthly ot the prime rale published by the
Wall Street Journal an the first day of each month the payment is delinguent, plus three percent (3%), per annum, o the maximom
contract rate permitted by the upplicable usury Laws governing the Joint Property. whichever is the lesser, plus attorney®s fees, court
costs. and other costs in with the collection of unpaid If the Wall Street Jaurnal ceases 10 be puhlished or
discontinues publishing a prime rate, the unpaid batance shall bear interest compounded monthly at the prime rate published by the
Federal Reserve phus three percent (3%). per unnuim. Interest shall begin accruing on the first day of the month in which the payment
wus duc. Peyment shall net be redeced or delaved as o result of inquiries or anticipated credits unless the Operator has agreed.
Notwith ding the foregoing, the Non-Operator may reduce payment. provided it i di ion and expl
Operator at the time payment is made, to the exient such reduction is caused by:

to the

(1) being billed at an incorrect working interest or Participating Interest that is higher than such Noun-Operator’s actual working
interest or Participating Interest, as applicable: or

(2)  being billed for & project or AFE requiring approval of the Panies under the Agreement (hat the Non-Operator has not approved
or is not otherwise obligated to pay under the Agreement: or

(3) being billed for u propenty in which the Non-Operator no longer owns a working intercst, provided the Non-Opcrator has
fumnished the Operator 8 copy of the recorded assignment or letter in-lieu. Notwithstanding the foregoing. the Non-Operator
shatl remain responsible for puying bills atributuble 1o the imerest it sold or transferced far any hills rendered during the thirty
(30} day period folluwing the Operator’s receipt of sueh written notice: or

() charges outside the adjustment period. as pravided in Section 1.4 (defjustments).

4. ADJUSTMENTS

A

Payment of any such bills shall not prejudice the right of any Party w0 prolest or question the thereof; I -, all hills
and statements. intluding payout statements, rendered during any calendar year shall Tusively be presumed Lo be truc and corect,
with respect only to expenditures. after twenty-tour (24) months following the end of any such calendar year. unless within said
perind g Party takes specific detailed written exception thereto making a claim for adjustment. The Operator shall pravide a response
to all written exceptions, whether or not contained in un audit seport, within the time perinds preseribed in Scetion 1.5 (Expendinre
Audits).

All adjustments initialed by the Operator, except those deseribed in items {1) through (4) of this Section 1.4.B. are limited to the
twenty-four (24) maonth period following the end of the calendar year in which the original charge appeared or should have appearcd
on the Operator’s Joint Account ar payoul Adijt that may be made beyond the tweniy-four (24) month
periad are limited t0 adjustments resulting from the following:

(1) aphysical inventory of Controllable Material as provided for in Section V (Iiveniaries of Comrollable Marerial), or

{3) an affsetting entry (whether in whole or in part) that is the direet result of » specific joint interest andit exception granted by the
Operator relating o another property, or

(3) o government/regulatory audit, or

(#) aworking interest ownership or Participating Interest adjustment.

5.  EXPENDITURE AUDITS

A,

A Non-Operator, upon written notice to the Operator und all other Non-Operators, shall have thie right to sudit the Operator's
aceounts and records relating to the Joint Aceount within the twenty-four (24) month period following the end of such calendar year in
which such bill was rendered: 1 -, conducting an audit shall not extend the time for the taking of written exception to and the
adjustment ol yccounts s provided for in Section 14 {Adjustmerns). Any Party tha is subjeet to payout accounting under the
Agreement shall have the right 1o audit the secounts and records of the Party respansible for preparing the pavout statements, or of
the Party fumishing informution to the Party responsible for preparing payout statements, Audits of payout accounts may include the

’

3 a,

of hyd p d and suved and proceeds received for such hydrocarbons as they periain © payont accounting
required under the Agreement. Unless otherwise provided in the Agreement, audits of a payout account shall be conducted within the
twenty-four (24} month period following the end of the calendar year in which the payout statement was rendered.

Where there gre two or more Non-Op 5, the Non-Or shali make cvery reasonable cffort to conduct a joint audit in a
manner thut witl result in @ minimum of inconvenience to the Operator. The Operator shall bear no portion af the Non-Operators”
audit cost incurred under this parasraph unless agreed 10 by the Operatar. The audits shall not be conducted more than once each year
svithaut prior spproval of the Operator, exeept upon the resignation of removal of the Operator, and shall be madc at the expense of

COPYRIGHT © 2003 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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those Non-Operators approving such audis.

The Non-Operator leading the audit thered “Jead apdit ") shall issuc the audit report within ninety (90) days afler
completion of the pudit testing and anulysis: however, the ningly (99) day time period shall not extend the twenty-four (24) month
requirement for tuking specitic detailed writien exception as required in Section L4.A (Adjustments) above. All claims shall he
supported with sufficient documentition,

A timely tiled writien exception or audit report containing writien exceptions (hereinafter “written exceptions™) shall, with respect to
the claims made therein, preciude the Operalor from asserting a statute of limitations defensc against such claims. and the Operator
hereby waives its right 1o assert any statute of limitations defense against such claims for so long as any Non-Operator continues to
comply with the deadiines for resolving exceptions provided in this Accounting Procedure. I the Non-Operators fail ta comply with

the additional deadlines in Section L33 or 13.C. the Operator’s waiver of its rights to assert a statute of limitations defensc against
the claims brought by the Non-Op shall lapse. and such claims shall then be subject 10 the applicabl

statute of limi;
provided that such waiver shall siot lapse in the event that the Operator has failed to comply with the deadlines in Scetion 13,1 or
| 2.5 o

The Operator shall provide a written response to all exceptions in an audit report within one hundred cighty {180) days afler Operator
receives such report. Denied exceptions should ke accompanicd by a ive response. If the Operator fails to provide substantive
response o an exception within this one hundred cighty (180) day perind, the Operator will awe interest on that exception or portion
thereof., if ultimately granted, from the date it repeived the audit report, Wnterest shall be caleulated using the rate st forth in Scelion
{.3.8 (ddvances and Payments by the Parties).

The lead audit company shall reply to the Operator’s response to an audit report within ninety {90) days of reccipt. and the Operator
shialf reply to the fead audit company’s follow-up response withio ninety (90} duys of receipt; provided. however, each Non-Operator
shall have the right to represent ftself if' it disagrees with the tead audit company’s position or helieves the Jead andit company is not
adequately fulfilling its dutics. Unless othenvise provided fur in Section L5.E, if the Operator fails to provide substantive response
10 an exception within this ninety (90) day perind, the Operator will psve interest on that exception or portion thereof. if ultimately

sranted, from the date it received the audit repont. Interest sholt be caleulated using the rate set forth in Section 13.B {Advances and
Paymenis by the Parties).

I any Party fails w0 meet the deadlines in Sections 1.3.8 or 1L3.C or if any audit issues are outstanding fificen (13) months afier

Operator receives the audit report, the Operator or any Non-Operator pnmcmmm;, in the audit has the right to call a resolution
mesting, os st torth in this Section 1.5.12 ar it muy invoke the disputc resalution p included in the Agr if applicabl

The meeting will require ane month’s written notice to the Operatar and alt Non-Operatnrs participating in the audit. The mecting
shall he held @t the Operator’s office or mutvally agreed location, and shall be attended by representatives of the Parties with
authority 1o resolve such outstanding issues. Any Party who fails to attend the resolution meeting shall be bound by any resolution

reached at the meeting. The k.sd audit company will muke gmsd faith efforts to coordinate the response and positions of the

Nan-Operator particip hroug] the lution process: h 7, each NomOpemior shall have the right 1o represent itselll
Attendees will make good faith ellorts fo resotve owistanding issues, and each Party will be required lo present substantive information

pporting its position, A resoluti ing may he held as often a5 agreed 1o by the Partics. Issues unresoived a1 one meeting may
be di d at subseq inys wntil vach such issue is resolved.

If the Agreement contains no dispute resolution procedures and the audit issues cannot be resoived by negotiation. the dispute shall
be submitted to mediation. In such event. promptly following one Party’s written request for mediation. the Parties ta the dispute
shall choose ¢ muually avceptable mediator und share the costs of medintion services equally. The Parties shall each have present
at the mediatipn at Teast one individual who has the authority to settle the dispute. The Panties shall make reasonable efforts 10
ensure that the mediation commences within sisty (60 days of the date of the mediation request. Notwid ding the above, any
Party may {ilc a lawsuit or complaint (1) if the Punies are unable alter reasonable cfforts, (o commence mediation within sixty (60)
days of the date of the medintion reyuest, (2) for statute of limitations reasons, or (3) to seek a preliminary injunction or other
provisional judicial relief. if in ity sole jud an injunctian or other provisional relief is v to avoid irreparable damage or
1o preserve the status quo. Despite such action, the Parties shall continue to try 10 tesolve the dispute by mediation.

3 (Optional Provision — Forfeititre Penalties)

If the Now-Operators fuil to meet the deadline in Section 1.5.C. any unresolved exceptions ihat were nol addressed by the Non-
QOperators w.imin one (1) year jollowing receipt of the lust sub i P of the Op shail be deemed 1o have heen
withdrawn by tie Non-Operators. If the Operator fails to et the deadlines in Section 1.5.8 or 1.5, C. any uwresolved exceptions that
were nat addressed by the Operator within one (1) year following receip af the audit report ar receipt of the last substaniive response
of the Non-Operators. whichever is later. shall be deemed 1o have been granted by the Operator and adjustments sholi be mode.
without interest. 1o the Joint dccouni.

APPROVAL BY PARTIES

A.

GENFRAL MATTERS

Where an approval or uther agreement of the Parties or Non-Operators is expressly required under other Sections of this Accounting
Procedure and if the Agreenient 1o which this Accounting Procedure is attached contains no cantrary provisions in regard thereto, the

COPYRIGHT © 2005 by Council of Petrol A Socictics, Inc, (COPAS)
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Operator shall notify all Non-Operators of the Operator’s p
Non-Operators shall be controlling on alf Non-Operators.

posal and the agn or

pproval of a majority in imerest of 1he

This Section 1.6.A applics to specific situations of fimited duration where a Party propases to change the accounting for charges from
that prescribed in this Accounting Procedure. This provision daes not apply to ] 10 this A ing Procedure. which are
covered hy Seetion 1.6.3,

AMENDMENTS

If the Agreeaient to which this A ing Procedury is hed ©

ins no contrary provisions in segard thercto, this Accounting
Procedure cun be amended by an affirmative vote of Twao (—.2___)ormore Parties, one af which is tie Operator,

having a combined working intercst of at least ___Sixty-Five pereent (65 %), which approval shall be hinding on all Partics,
provided, however, approval of at least une (1) Non-Operator shall be roquired.

AFFILIATES

For the purpose of ing the voting proc

s of Seetions 1.0.A and £.6.B, if Parties 1o this Agreement are Affiliates of cach
ather, then such Affiliates shall be combined and treated o5 a single Party having the combined warking interest or Participating
Interest of such Affiliates.

For the purposes of adminisiering the voting procedures in Section L6.A, if a Non-Operator is an Affiliale of the Operator. votes

under Section 1.6.A shall require the majority in interest of the Non-Operator(s) after excluding the interest of the Operator’s
Affiliate.

ILDIRECT CHARGES

The Operator shall charge the Joint Account with the follewing items:

L RENTALS AND ROYALTIES

Lease rentals and royalties paid by the Operator. on behult of all Parties. for the Joint Operations.

2. LABOR

A

Saluries and wages. including incentive compensation programs 25 sel forth in COPAS MF137 (“Chargeability of Incentive
Compensation Programs™). for:

(1) Operator's ticld employees direcily employed On-site in the conduct of Joint Operations,

{2) Operator’s employees directly employed on Shore Base Facilities, Offshore Facilities. or other facilities serving the Joint
Property il such costs are not charged under Section 1.6 (Equipment and Faciliies Furnished by Operator) ar are not a
fuaction covered under Section 11 (Cverhead),

(3)  Operator’s employees providing First Level Supervision,

) Operawr's employees providing Onesite Technical Services for the loint Property if such charges are excluded from the
overhead rates in Section W} (Overliead),

{3) Operator's employees providing Off-sitc Technical Services for the Joint Property if such charges are excluded from the
overhead rates in Section HE {Overheuad).

Charges for the Operatar’s employees identified in Section 11,.2.A may be made based on the employee’s acival salaries and wages,
or in licu thereot, & day rate representing the Operator’s average salaries and wages of the employee’s specific job catcgory.

Charges for personnel chargeable under this Section 11.2.A who are foreign nationals shalt not exceed comparable compensation paid
to an equivatent U.S. employee pursuant to this Section 11.2. unless otherwise approved hy the Parties pursuant to Section
L6.A {General Matters).

Operator's cost of holiday, vacation, sickaess, md disability benefits. and other customary allowanees paid to employees whose
salaries and wages are chargeable to the Joint Account under Scction 11.2.A, excluding severance payments or other lermination
allowances. Such costs under this Section 11.2.B may be charged on a “when and as-paid basis™ or by “‘percentuge assessment™ on the
amount of sularies and wages chargeable o the Joint Account under Section 11.2.A. If percentage assessment is used. the rate shall
be based on the Operator's cost expericnce.

-

or contributi made p o imposed by gc | authority that are applicable 1o costs
chargsable to the Juint Account under Sections 11.2.A and B.

COPYRIGHT © 2005 by Cuuncil of Petrol A Societies. Inc. {COPAS)
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Personal Expenses of personnel whose salaries and wages arc chargeable w the Joint Account bnder Scetion 1.2.A when the
expenses are incurred in conneetion with directly chargeable activities.

o

Reasanable relocution costs incurred in transterring 1o the Joint Property personnel whose salaries and wages are chargeable to the
Joint Aceaunt under Sction H.2.A. Notwithstanding the &

going. relocation costs that result from reorganization or merger of &
Party. or that are for the primary henefit of the Operator, shull not be chargeable to the Joint Aceount Fxtraordinary relocation
costs, such as thesc incurred as a result of wansfers from remote locations. such as Alaska or overseas, shall not he charged to the
Joint Account unless approved by the Partics pursuant to Section L6.4 (General A latters),

F. Training costs us specified in COPAS MFI-35 (*Charging of Training Costs tn the Joint Account™) for personncl whose salaries and
wages are chargeubie under Section {1.2.A. This training charge shall include the wages, salaries. training course cost, and Personat
Expenses incurred during the training session. The training cost shall be charged or allocated to the property or properties directly
tenefiting from the treining. The cost of the training course shall not exceed prevailing commereinl rales. where such rates are

available.

G. Operator’s current cost of established plans for employee benetils. as described in COPAS MFI-27 {“Emplnyee Benefits Chargeable
to Joint Operations and Subject to Percemtage Limitation™). applicable to the Operalor's labor costs chargeable to the Joim Account
under Sections 11.2.A and B based on the Operator's actual ¢ost not to exceed the employee henefits limitation percentage most
recently recommended by COPAS.

H.  Award p; o employees, in H with COPAS MFI-9 (“Awards to Employees und Contractors™ for personnel whose
salaries and svages are chargeable uncer Section 1.2.A.

MATERIAL

Material purchased ar fumnished by the Operator for use on the Joint Property in the conduet of Joint Operations as provided under Seclion
1V (Material Purchases. Trangfers. and Dispositions). Only sueh Muterial shall be purchased for or transterred 1o the Joint Property as
may be required for i Jinwe usc or is bly practical und
of surplus stocks shall be avoided. .

with efficient and economical aperations. The accumulation

TRANSPORTATION
A, Transporation of the Operator's, Operstor™s AMliate’s, or contractor’s persannel necessary for Joint Gperations.

B.  Transportation of Material between tie Joint Praperty and unother property, or from the Operator’s warehouse or other storage point
to the Joint Property. shall he charged to the receiving property using one of the methods listed helow. Transportation of Muterial
from the Joint Property to the Operatar’s warchouse or other storage point shall be paid for by the Joint Property using one of the
methods listed below:

(1) If the sctund trugking churge is less than or cqual to the Excluded Amount the Operator may charge actual trucking cost or a
theoretical charge from the Railway Receiving Point to the Joint Property. The basis for the theoretical charge is the per
hundred weight charge plus fuel surcharges from the Railway Receiving Point to the Joint Propenty.. The Operator shall

y apply the sel 2,

(2} If the wctual trucking charge is greater than the Excluded Amount, the Operator shall charge Equalized Freight. A
charges such as loading and unloading costs, split pick-up costs. detention. call out charges. and permit fees shall be charged
directly to the Joint Property and shall not be included when calculating the Equalized Freight.

SERVICES

The cost of contract services, equipment, and utilities used in the conduct of Joint Operations, except for contract services, equipment, und
utilities covered hy Scction 11 (Overfiead). ot Section 1L7 (Jdfffiaies). or excluded under Scction 1.9 {Legal Expense). Awards paid to
cantractors shall be chargeable pursuant to COPAS MEI-9 (~Awards to Employees and Contractors™),

The costs of ihird party Technical Services are churgeable to tie extent excluded from the averhead rates under Section 1 ((verhead).
EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR
In the absence of a separately negotiated agreement. equipment and facilities fumished by the Operator will be charged as follows:

A.  The Operator shall charge the Joint Account for use of Operator-owned equipment and facilitics, including but not limited to
production facilities, Shore Buse Facilitics, Offshore Facilities, and Field Offices, at rates commensurate wilh the costs of ownership
and operation. The cost of Field Offices shall be chargeable to the extent the Ficld Offices provide direet service to personnel who
are chargeable pursuant W Section 1L.2.A (Labor). Such rates may include labor, maintenance, repairs, other nperating expense.
insurance, taxes, depreciation using siraight line deprecintion method. and interast on gross inv t fess d depreeiati
not 1o exceed percent ¢ "6} per annumy: provided, however, depreciation shall not be charged when the

COPYRIGHT € 2003 by Council of Petrotcum Acconmants Soeieties, Inc. (COPAS)
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cquipment and facilities investment have been filly depreciated. The rat may include an element of the estimated cost for

abandonment, reclamation, and dismantlement. Such rates shall not exceed the average commercial rates currently prevaiting in the
immediate area of the Joint Propeny.

tn lieu of charges in Section 1L6.A ubave, the Operator muy clect to use average commercial rates prevailing in the immediale arca
of the Joint Property, less twenty percent (20%). [F equipment and facilities are characd under this Seetion 1.6.8. the Operator shall

adequately document and support commercial rates and shall perindically review and update the rote and the supporting
- dtion. For ive

Juif the Gperator may cleet w use rates published by the Pernl Motor Transport
Association (PMTA) or such other arganization recosnized hy COPAS as the ofTicial souree of rates.

AFFILIATES

A, Charges for an Affiliste’s goods und/or services used in operations requiring an AFE or other authorization from the Non-Operators

may be made without the approval of the Purties provided (1) the Affiliawe is identificd and the Affiliate goods and services ure
specifically detailed in the approved AFE or other authorization. and (if) the ot costs for such Affitiate’s goods and services hilled
1o such individual project do not exceed S__23.000 Ifthe towl costs for an Affiliate’s goods and services charged to such -
individual projeet arc not specilically detailed in the approved AFE or authorization or exceed such amount, charges for such
Affiliate shall require approval of the Parties, pursuant lo Section L6.A (General Maners).

For an Affiliate’s gouds and/or services used in operations not requiring an AFE or other authorization from the Non-Operators.
charges for such Atfitiate’s goods and services shall require approval of the Partics, pursuant to Section 1L6.A (General Matters). if the
chargesexceedS___ inagiven calendur year.

The cast of the Affiliute™s goods or services shall not exceed average commercial rates prevailing in the arca of the Joint Property,
uniess the Operator oblaing the Non-Operators’ upproval of such rates. The Operator shall adequately document and swpport
commerciul rates and shalt perfodically review and update the rate and the supporting documentation; provided, however,
documentation of commercial rates shall not he required i the Operator obtains Non-Operator approval of its Affiliate’s raies or
charges prior to billing Non-Operators for such Affiliote’s goods and services. Notwithstanding the foregoing, direct charges for
Alftiate-owned communication facititics or systems shall be made pursuant to Section (112 {Communications).

If the Parties fail w designate an amount in Sections iL7.A or 11.7.8. in each ins e the amount d d adopted by the Parties as a
result of such omission shall be the amount cstablished as the Operator’s expenditure timitotion in the Agr Ifthe Ag

does not contain an Operator's i imitarion, the amount d d adopted by the Parties as a result of such omission shall be
zero dotlars {$ 0.00).

DAMAGES AND LOSSES TO JOINT PROPERTY
All costs or expenses necessary for the repair or eplacement of Joint Property resulting from darmages of losses incurred, except 1o the
extent such damages or losses result from a Panty’s or Partics” gross neglizence or willful misconduct, in which case such Party or Parties

shall he solely liahle,

The Operator shall fumnish the Non-Operator written natice of dumages or losses incurred as soon as practicable afler a seport has been
received by the Opurator.

LEGAL EXPENSE

Recording fees and costs of handling., seitling, or otherwise discharging litigation. claims, and liens incurred in or resulting from

perations under the Agr or v 1o proteet oF recover the Joint Property, to the extent permitied wnder the Agreement. Costs
of the Operator’s or Affiliate’s legal stafl or outside ys, including fees and exp arc nol ¢k ble unless approved by the

Parties purstant to Setion 1.6.A (General Mutterstor athenvise provided for in the Agreament.

Naotwith ding the f ing paragraph. costs tor procuring ubstracts, fees paid to eutside attorneys for title examinations (including
preliminary. supplemental, shut-in royalty opinions. division order title opinians), and curative work shall he chargeable to the extent
permitted as a dircet charge in the Agrecment.

TAXES AND PERMITS

Al taxes and permitting fees of every kind and nawre, assessed or levied upon or in cennection with the Joint Property. or the production
therefrom, and which have been paid by the Operater fur the benelit of the Parties. including penalties und inwrest. except 1o the extent the
penalties and interest result from the Operator's gross negligence or witlful misconduct.

If ad valorear taxes paid hy the Operator are based in whole or in part upon separate valuations of cach Pany’s working interest. then
notwithstanding any contrary provisions, the charges o the Panies will he made in accordance with the 1ax value generated by cach Party’s
working interest.

COPYRIGHT © 2005 by Council of b At Socicties. tnc. (COPAS)
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Costs of tax consultants ar advisors, the Operator's employees. or Operator's Affiliate employees in matters regarding ad valorem or other
L matters, are not permittd as direct charges unless approved by the Parties pursuant 1o Section 16.A (General Marrers),

Charges to the Joint Account resulting from salesftise 12 audits. including exteapolated amounts and penalties and interest, are permitted.
provided the Non-Operator shall be allowed to review the invoices und other underlying sovrce documents which scrved as the basis for
tax charges and to determine that the correet amount of taves were charged 1o the Joint Account. If the Non-Operatar is not permitted to

review such documentation. the sales/use tax amount shall nol be directly charged unless the Operator can conclusively dacument the
amount vwed by the Joint Aceount.

INSURANCE

Net premiums paid for insurance required to he curried for doint Operations for the protection of the Parties. If Joint Operations are
eonducted at lovations where the Operator dets as selfinsurer in regard to iis worker’s compensation and emplayer’s linhility i ce
obligation. the Operator shall charge the Joint Account manual raies tor the risk d in its seifi e program as regulated by the
jurisdiction governing the Joint Property. In the case of offshore aperations in federal waters, the manual rates of the adjacent state shall be

used for personnel performing work On-site. and such rites shall be adjusted for offshore operations hy the 1.8, Longshoreman and
Harbor Workers (USL&H) or Jongs Act surcharge. us appropriate.

1

COMMUNICATIONS

Costs of aequiring. leasing, installing, operating. repairing. and maintaining communication facilitics or systems, inchiding satellite, radio
and mi ve {icilitivs, b the Joint Property and the Operator’s office(s) directly ihle for field operations in

with the provisiong off COPAS MF-44 (“Field Comy and C i Systemis™). I the ications facilities or systems
serving the Joint Propenty are Operator-owned, charges 10 the Joint Account shall be made ns provided in Section 1.6 (Equipment and
Facilities Furnished by Operator). 1f the ication fucilities or systems serving the Joint Property are owned by the Operator's

Affiliate. charges to the Joint Account shall not exceed average conimercial raes prevailing in the area of the Joint Property. The Operator
shall adequately document and support commercial rates und shall perindically review and update the rate and the supporting
documentation.

ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

Costs incurred for Technical Services and deafling to comply with ecological, environmental und safety Laws or standards recommended by
Occupational Sufety and Henlth Administration (OSHA) or other regulatory suthorities, All other labor and functions incurred for

ccological, environmental and ssfety matiers, including dministration, and p 2. shall be } hy Sections 11.2
(Lahar), 1.5 (Services), or Section 11 (Overhead). as applicuble.

Costs lo provide or have available polluti 3 and | equip plus actual costs of contral and cleanup and resulting
respansibilities of oil and other spills us well as discl from permitted outfalls as required by applicable Laws, or other pollution

containment and removal equipment deemed appropriate by the Operator for prudent operations. are directly chargeahle.
ABANDONMENT AND RECLAMATION

Costs incurred for abandonment und reclamation of the Joint Property. inctuding costs ired by lease ag or by Laws.

OTHER EXPENDITURES
Any other cxpendilure not covered or dealt with in the foregoing provisions of this Section 11 (Direct Charges). or in Section 11

{Overhead) and which is of direet benefit tu the Joint Property and is incurted by the Operator in the necessary and proper conduct of the
Joint Operations. Charges made under this Scction 1113 shall require approval of the Parties. pursuant to Section LO.A (General Meters).

Hi. OVERHEAD

As compensation for costs not specifically identified us chargeable to the Joint Accaunt pursnant (o Section 11 {Direct Charges), the Operator
shall chorge the Joint Account in accordance with this Section {fL.

ded in the § rates regardluss of whether performed by the Operator, Operator’s Affiliates or thivd parties and regardicss

of lacation, shall include, but not be limited to. costs and expenses of:

warehousing, other than for warehouses thatare juintly nwned under this Agreement

design and drafting (except when alfowed ss 2 direet charge under Sections 11.13. HL1.A(). and 111.2, Option B)
- inventory costs not chargeahle under Section V (nvenrories of Camrollable Marerial)

procurement

administration

accounting and nuditing

gas dispatching and gas chart integration

.

o

-
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human resourees

management

supervision not dircetly charged under Seetion 1.2 Uwhor)

tegal services not directly chargeable under Seetion 1.9 (Legal Expense)

taxation, other than those costs identified as directly chargeable under Section 1,10 (Taxes and Permits)

preparation and monitoring of permils and certifications; preparing regulatory repons; appearances before or meetings with
govemnmental agencics or vther authorities having jurisdiction over the Joint Property. ather than Onssite inspections: reviewing.
interpreting, or submitting comments on or lobbying with respect o Laws or proposed 1aws.

.

Qverhead charges shall include the suluries or wages plus upplicable payroll hurdens, benelits, and Personal Exp of p 1 performing
overhead functions, as well as office and other related expenses of overhead functions,

1.  QVERHEAD—DRILLING AND PRODUCING OPERATIONS

As compensation for costs incurred but not chargeable under Section 11 (Direct Charges) and not covered by other provisions of this
Section 111, the Operator shall eharge on cither:

@ (Alternative 1) Fixed Rate Busis. Section HEL1LB,
O {Alternative 2) Percentage Basis, Section 111.1.C.

A, TECHNICAL SERVICES

(i) Exccpt as otherwise provided in Scction WA3 (Ecolugical Favirommental, and Safery) and Scction HE2 (Qverhead ~ Major
Construction and Catastraphe), or by approval of the Parties pursuant to Section L6.A (General Maiters), the salaries., wages.
related payroil burdens and benefits, and Personat Fxpenses for On-site Technical Services. including third party Technical
Services:

& (Alternative T - Direct) shall be charged divect to the Joint Account.
0 (Atternative 2 - Overhend) shall be covered by the overbend ries.

(i) Except as otherwise provided in Section 1113 (Ecofogical. Enviroumemal. and Safety) ond Section 1112 (Overhead - Major
Construction and Carastrophe). or by approval of the Parties pursuant to Section L6.A (General Alariers), the solaries. wages,
related payroll burdens and benefits. and Personal Expenses for Ofi-site Technical Services, including third party Technical
Services:

01 (Alternative { = All Overbend) shall be coverad by the pyerhead rates.
M (Alternative 2 — All Direct) shall be charged direet to the Joimt Account,

O (Atterastive 3 - Drilling Direet) shall be charged direet to the Joint Account, only to the extent such Technical Services
wre dircetly attributable to drifling, redrilling, deepening, or sidetracking operations. througf letion porary
hund; ur aband if a dry hole. Off-site Techuical Services for all other aperations, including workover,
recompletion, ubundonment ol praducing wells, und the construction or expansion of fixed assets not cavered hy Section

.2 (Overhead - Mujor Construction and Catastrople) shall be covered by the overhead rates.

Notwithstanding anything to the contrary in this Seetion 11, Technical Services provided by Operator’s Affilistes are subjeet to limitations
set forth in Section 1.7 (A fiures). Charges for Technical g 1 performing nonstechnical work shall nnt be govered by this Seetion
{11.1_A, but instead poverned by other provisions of ihis Accounting Procedure relating te the type of work being performed.

B. OVERHEAD——FINED RATE BASIS

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

Drilling Wcll Rate per mouth $__35.000 {provated for less than a full month)

Producing Well Rate per month §__400.00
(2) Application of Overheud—Dritling Well Rate shall be as follows:

{a) Charges for onshore drilling wells shall begin on the spud date and ternsinate on the date the drilling and/or completion
cquipment used on the well is refeased, whichever occurs fater. Charges for offshore and inland waters drilling wells shuatl
begin on the date the drilling or completion equi arrives on focation and i on the date the drilling or campletion
equipment moves off location, or is released. whichever occurs first. No charge shall he made during suspension of drilling
and/or completion uperations for fifleen (15} or more conseentive calendar days.
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(b) Charges for any well undergoing eny type of workover, recompletion. andfor abandonment for a period of five (5) ar more
consceutive work~days shall be made at the Drilling Well Rate. Such charges shall he applied for the period fram date

operalions. with rig or other units used in i hrough date of rig or other unit release. except that no charges
shall be made during suspension of aperations for fifteen {15) or more consceutive calendar days.

Application of Overhead—Producing Well Rate shall be as follows;

() An uctive weli that is produced, injected into for recovery or disposal. or used to obiain water supply (0 support aperations for
any portion of the month shall be considered s 1 one-well eharge for tha entire month.

{b) Each active pletion in a mult pleted well shall be considered as a one-well charge provided cach completion is

considered i separate well by the goveming regulatory authority.

(&) A one-well charge shall be made for the month in which plugging and abandonment operations ore completed on any well,

unless the Drilling Well Rate applies, as provided in Seetions 11L1.R.(2)(a) or (h). This one-well charge shall be made whether
or not the well has produced.

(d)  Anactive gus well shut in beeause of everprodustion or failurc of a p T or T 10 take production shail
be considered as g onc-well charge provided the gas well is directly ennnected to a pennanent sales outlet,

(¢) Any well nul mecting the criteria sct forth in Sections Hi 1BA3) (a). (b). {c). or (d) shall not qualify for 8 producing overhead
charge.

The well raes shall be adjusted on the fist day of April wach year following the effective date of the Agreement: provided,
hawever, if this Acrounting Procedur : is atached to or utherwise governing the payout accounting under a farmout agreement, the
rates shall be adjusted un the first day of April cach year following the cffective date of such farmout agreement. The adjustment
shall be computed by applying the udjustment factor must recently published by COPAS. The adjusted rates shall he the initial or
amended rates agreed to by the Panies increased or decreased by the adjustment factor described herein. for cach year from the
effective date of such rates. in-accordance with COPAS MFI-7 (Adjustment of Overhead Rates™).

C. OVERHEAD—PERCENTAGE BASIS

Operator shall charge the Joint Account at the following rates:

{a) Developmeni Rate percent ( ) % of the cost of development of the Joint Property, exclusive of costs
provided under Section 1.9 (Legal Expense) and all Material salvage credits.

(b}  Opecrating Rate percent { %) of the cost of operating the Joint Property, exclusive af cosis
provided under Sections 111 (Rentals and Rayalties) and 1.9 (Legal Fxpense). alt Material salvage credits: the value
of substances purchased for cnhanced recovery; all property and ad valorem faxes, and any other taxes and assessments that
are levid, assessed, and paid upon the mineral interest in and 1o the Joint Property,

Application of Overhend—Percentage Busis shall be us follows:
(@ The Development Rate shatt be applied to all costs in connection with:

[i] drilling, redrilling. sidctrucking. or deepening of a well

{ii] @ welt undergoing plugback or workover opertions for a peried of five {3) ar more consecutive wark-days

[iii} preliminary expenditures necessary in preparation tor drilting

fiv] expenditures incurred in ubandoning when the well is not completed as a producer

{v] construction or installution of fixed wssets, the expansion ol fixed assels and any other project clearly discernible as a
fixed assct, other than Mujor Construction or Cataslrophe as defined in Section 112 (Overhead-Major Construction
amd Catustrophe),

by The Operating Rute shall be applied to all other costs in fon with Joint Operations. except fhose subject to Section 111.2
(Overlead-Major Coustruetion and Catasirophe).

OVERHEAD—MAJOR CONSTRUCTION AND CATASTROPHE

To compensate the Operator for overhead costs incurred in comncetion with a Major Construction project or Catastraphe. the Operator
shall either ncgotiate a rate privr to the beginming uf the praject. or shall charge the Juint Account for averhead based on the following
sates for any Major Construetion project in excess of the Operater's expenditure limit under the Agreement. or for any Catastrophe
segurdless of the amount. If the Agreement to which this Accounting Procedure is attached does not contain an cxpenditare fimit, Major
Construction Overbend shatl be assessed for any single Mujor Construction project costing in excess of $100,000 gross.
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. b?a;or F’onsuucuc.n shall mean the construction and installation of fised assets. the expansion of fixed assets. and any other project clearly
1 discernible os & fixed asset required for the development and operation of the Joint Property, or in the dismantlement, shandonment
p 1, and ion of platforms, producion equiy and uther bperating facitities.
4 : o
s Ca?astrophe is defined s a sudden culamitows event bringing dumage, loss. or destrustion 1o propery or the environment, such as an oil
" spill. blowout, explosion, firs, storm, hurricane, or other disaster. The overhead rate shall be applied 1o those costs necessiry to restore the
B Joint Property to the cquivalent sondition that existed prior 1o the eveni.
& 5 i 4
N A, Ifthe Dperator absorbs the engineering, design and draliing costs relared 1o the praject:
10
" h % uf total costs if such costs are less than $100.000; plus
12 3 i .
13 D % ofoial cosis in excess of ST00.000 but less than $1.000.000; plus
14
s 3) %% of tutal costs in excess of $1.006,000.
It < Q % .
i3 B.  ifthe Operator chares engineering, design and dralling costs related to the project dircetly to the Joim Account:
18
5 () %oftotal costs if such costs are less than $100,000: plus
20
2 (2) %o of total costs in excess of $100,000 but less than $1,000,000; plus
2
2 (3) Y% of total costs in excess of $1.000.000.
b3
5 Total cost shall mean the gross cost of wny one project. For the pumpose of this paragraph, the component parts of a single Major
i Construction project shall not be treated separately. and the cost of drilling and workover wells and purchasing and installing pumping
s units and downhole artificial 1ifl equiy shall he excluded. For Catastrophes, the rates shall he applied to all costs associated with cach
;g single occurrence or event,
L )
N On cach project. the Operator shall advise the Non-Operator(s) in advance which of the above options shall apply.
31
= For the purposes of calculating £ phe Overhead. the cost of drilling relief wells, substitute wells, or conducting other well operations
1; directly Iting from the phic event shall be included. Expenditures to which these rates apply shall not be reduced by salvage or
34 insurance recoveries. Expenditures that qualify for Major Construction or Catastrophe Overhead shall nat qualify for averhead under any
i other overhead provisions.
30 : . - ] -
% {n the event of any conflict between the provisions of this Section 1112 and the provisions of Scetions 11.2 (Lakar), 11.5 (Services), or 11.7
;g (Affliates). the provisions of this Section 11.2 shall gavern,
39
0 3. AMENDMENT OF OVERHEAD RATES
4t < 5 £ Sl . . .
» The overhead rates provided for in this Section 1 may be amended from time to time if, in practice, the rates are found to be insufficicnt
4; or excessive, in accordance with the provisions of Section L.6.13 (hrendnicnts).
RN
4 i g " "
4: IV, MATERIAL PURCHASBES, TRANSFERS, AND DISPOSITIONS
7 y : G g e
i The Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for dircet purchases, fransfers, and
P dispositions. The Operator shalt provide all Material for use in the conduct of Joint O t however, Materint may he supplied by the Mon-
" Operators, at the Operator’s option. Material furnished by any Purty shall be furnished without any express or implied wurranties as 1o quality,
51 fitness for usc, or any other matier,
5
5 {. DIRECT PURCIHIASES
; Direct purchases shall be charged to the Joint Account at the price paid by the Operator after deduction of all discounts received. The
5 Operator shall muke good faith cfforts to take discounts offered by supplicrs. but shall not be liable for failure to take discounts execpt to
% the extent such failure was the resuht of the Operator's gross negligence or willful misconduct, A direct purchase shall he d d to accur
o5 when an agreement is made between an Operator and 3 third party for the acquisition of Material for a specific well site or location.
" Material provided by the Operator under “vendor stocking programs.” wherc the initial use is for a Joint Property and title of the Material
does not pass from the manufacturer, distributor, or agent until usage, is considercd a direct purchase. If Material is found to be defective
f‘: or is retumed to the manufacturer, distributor, or agent for any other reason, credit shall he passed to the Jaint Account within sixty (60)
;’ days after the Operator hes d udj from the diswributor, or ngent.
61
64
65

50
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COPAS 2005 Accounting Procedure
Recommended by COPAS. Inc.

TRANSFERS

A transfer is determined to oceur when the Operator (7) furnishes M

inl from u storage facility or fram another operated property., (i) has

assumed liability for the storage costs and changes in value, und (iii) has previously secured and held title to the transferred Material.
Similurly, the removal of Material from the Joint Property Lo a storuge facility or 1o another operated property is also considered s transfer;
provided. however, Material thit is woved from the Joint Property to a storage ocation for sufe-keeping pending disposition may remain

charged to the Joint Account and is not considered a transter. Materiat shall he disposed of in accordance with Section 1V.3 (Disposition of
Surphies) and the Agreement w which this Accounting Procedure is uttached.

AL

PRICING

The vahue of Muterial transferred to/from she Joint Propenty should generally reflect the market value on the date of physical wansfer,
Regardiess of the pricing method used, the Operator shall make available to the Non-Operators sufficient documentation o verify the
Material vatuation. When higher than specification grade or size wbulars are used in the conduct of Joint Operations. the Operator
shal charge the Joint Account at the equivalent price for well design specification tubwlars. unless such higher specification grade or
sized (uhulars are appraved by the Parties pursuant to Section 16.A (General Matters), Transfers of new Material will e priced
using ane of the following pricing methods: pravided. however, the Operator shall use consistent pricing methods. and nat altemate
b hods for the pumose of choosing the method most fuvarable to the Operator for a specific transfer:

(1) Using published prices in effect on datw of ment as adjusted by the appropriate COPAS Historical Price Muliiplicr (HPM)
or prices provided by the COPAS Computerized Equipment Pricing System (CEPS).

(a)  For oil country tubdars and line pipe, te published price shiall be hased upon eastern mill carload base prices (Houston,
Texas, for special end) adjusted as of date of movement. plus transportation cost as defined in Section 1V.2.18 (Freighn).

(b} For other Material. the published price shall be the published list price in efteet at date of movement. as lisied by a Supply

Store nearest the Joint Property where like Material is normally available, or point of manufacture plus transponation
costs as defined in Section 1V.2.8 (Freight).

(2) Based on a price guotation from a vendor that refleets a current realistic acquisition cost,

(3) Based on the amount paid by the Operalor for like Material in the vicinity of the Jaim Prperty within the previous twalve (12)
months irom the date of physical transier.

(4)  As sgreed to by the Pasticiputing Parties for Material being transterred Lo the Joint Propenty. and by the Patics owning the
Material for Material being transferred from the foint Propeny,

FREIGHT

Transportation costs shull he added 1 the Muterial vansfer price using the meihiod prescribed by the COPAS Computerized
Equipment Pricing System (CEPS). 17 not using CEPS, transportatin costs shall be caleuluied as follows:

(1) Transportation costs for ail country tububws and tine pipe shall be culeulated using the distance from eastem mill to the
Railway Receiving Point based on the carload weight basis as recommended by the COPAS MFI-38 (“Material Pricing
Manual®) and other COPAS MFls in effect at the time of the transfer.

(2) Transportation costs fur special mill jtems shall be caleuluted from that milP's shipping point ta the Raitway Receiving Paint.
For transportation costs fron other than castern mills, the 30.000-pound interstate truck rate shall be used. Transpartation costs
for macaroni tubing shall be coiculuted based on the interslate truck rate per weight of tubing transferred o the Railway
Receiving Point.

(3] Transporsation costs for special vnd wibular goods shall be catculaied using the interstate truek raw from Houston, Texas. 10 the
Railhway Receiving Point.

(4) Traﬁspur(uliun custs for Material oher than that described in Sections 1V.2.R.(1) through (3). shall he calculated from the
Supply Store or point of manufacture, whichever is sppropriate, to the Railway Receiving Point

Regardless of whether using CEPS or lly caleuluting porlation costs, transportation costs from the Railway Receiving Point

to the Joint Property are in addition to the foregoing, and may be charged 1o the Joint Account based on actual costs incurred. All

transportation costs are subject to Equalized Freight as provided in Section 114 {Transporation) of this Accounting Procedure.

TAXES

Sales and use taxes shall be rdded to the Material transler price using cither the method contained in the COPAS Computerized
Equipment Pricing System (CEPSY or the applicable tax rate in eiitet for the Joint Property ot the time und place of transfer. In cither
case. the Joint Account shull be charged or credited at the rate thot would have governed Tradl the Material been a dircet purchase.

COPYRIGHT £ 2005 by Counvil of ¥ A socicties, Ine. (COPAS)
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D.  CONDITION

(1) Condition *A™ — New and unused Material in sound and serviceahle

shall be charged at onc hundred percent (100%)
of the price us determined in Sections IV.2.A (Pricing), IV.2B (Freight), and IV.2.C (Taxes). Materiat transferred from the
Joint Property that wus not placed in service shall be credited as charged without gain or loss; provided, owever, any unused
Material that was charged to the Joint Account through & direct purchase will be credited to the Joint Aceount at the ariainal

cost paid less restocking loes charged by the vendor. New and unused Material wransferred from the Joint Propery may be
credited ut & price other than the price originally charged to the Joint Account provided such price is approvad by the Parties
owning such Material, pursuant to Scction 1L6.A (Ceneral Matters). All refurbishing costs required of necessary to returm the
Muterial to original condition or to comset hundling p or other d will he borme by the divesting property.
The Joint Account is responsible for Material prepuration, handling. and transportation costs for new and unused Materin}
charged to the Joint Property either through a direct purchase or transter. Any p
or | coating and witl be eredi
for the receiving property.

paration costs i d, including any internal
1 on new Material provided these sarvices were not repeated for such Materiat

(2) Condition “B" ~ Used Material in sound and serviceable condition and suitable for reuse without reconditioning shall be priced

hy multiplying the price determined in Sections {V.2.A (Pricing), IV.2.B (Freighn). and 1V.2.C (Taxes) by seveny-five percent
(75%).

Except ay provided in Section 1V.2.D(3). all recanditioning cosis required to return the Material o Condition “B™ or 10 correct
handling, T fon ar other dumages will be borne by the divesting property.

{f the Material was originally charged w the Joint Account us used Materinl and placed in scrvice for the Joint Property. the
waterial will be credited at the price determined in Sections 1V.2.A (Pricing), IV.2.B (Freighs). and IV.2.C (Taves) multiplicd
by sixty-tive percent (65%).

Unless otherwise uzeeed to by the Parties that paid for such Material. used Material transferred from the Joint Propenty that was
not placed in service on the property shill be credited as charged without gain or loss.

(3) Condition “C" ~ Material that is not in sound and scrviceable condition and not suitabie for its original function until after
reconditioning shall he priced by multiplying the price determined in Sections 1V.2.4 (Pricing), IV.2.B (Freight). and IV.2.C
(Taxes) by fifty percent (30%).

The cost of reconditioning may be charged 10 the receiving property to the extent Condition “C™ value. plus cust of
reconditioning. does not exceed Condition “B” vatue.

(4) Condition *D" — Matesinl that (i) is no longer suitable for its original purpose but useable for some other purpose. (i) is
ohsalete, or (iii) does not meet original specifications but still has vatue and can be used in other applications as a substituie for
items with different specifications, is considercd Condition “™ Material. Casing. whing. or drill pipe used as line pipe shall be
priced ns Grade A and B seamless line pipe of comparable size and weight, Used casing, tubing. or drill pipe utilized as line
pipe shall he priced 1 used line pipe prices. Cusing. tbing. or drill pipe used as higher pressure service lines than standard tine
pipe, .., power oil lines, shall be priced under normal pricing procedures for casing. wubing, or drill pipe. Upset wbular goods
shall be priced on @ non-upset basis, For other items, the price used shauld result in the Joint Account being eharged or credited
with the volue of Ure service rendered or use of the Material, or as agreed o by the Panties pursuant to Section 1.6.A (General
Matiers).

(5) Conditiun “E” - Junk shafl be priced ut prevailing scrap vulue prices.
E.  OTHER PRICING PROVISIONS
(1) Preparation Cosis

Subject to Section 1 (Direct Charges) and Section 1M (Overhead) of this Accounting Procedure, costs incurred by the Operator
in making Material serviveable including inspection, third party surveillance services, and other similar services will be charged
10 the Joint Account at prices which reflect the Opersior’s acipal costs of the services. Pocumentation must be provided to the
Non-Operaturs upon request 1o support the cost of service. New coating and/or wrapping shall he considered a component of
the Materials und priced in aceordance with Sections 1V.1 (Direct Purchases) or IV.2.A (Pricing). as applicable. No charges or
credits shall he made for used couting or wrapping. Churges and credits for inspections shall be made in accordance with
COPAS MFI-38 (“Material Pricing Manual™).

(2) tLoading und Univading Costs

1.0uding and unjouding costs related w the mavement ol the Material to the Joint Property shalt be charged in accordance with
the methods speeified in COPAS MF1-38 (*Materiat Pricing Mamual™).

COPYRIGHT £ 2005 by Council of ¥ i A Socicties. Inc. (COPAS)
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3. DISPOSITION OF SURPLUS

Surplus Material is that Material, whether new or used, that is no longer required for Joint Operations. The Opertor may purchase, but
shall be under no obligation to purchase, the interest of the Non-Operators in surpius Material,

Dispasitions for the purpose of this procedure are considered to be the relinquishment of itle of the Material from the loint Properly 1o
either a third party, a Non-Operator, o to the Operator. To avoid the accumulation of surplus Material. the Operator should make good
fuith efforts to dispose of surplus within twelve (123 months through buy/sale agreements, trade, sale to o third party, division in kind, or
other dispositions 25 agreed to hy the Parties.

Disposal of surplus Materials shall be made i accordunce with fhe s of (e Agrecnient 1o which this Accounting Procedure is
hed. IFthe Ag ins nv provisions goveening disposal of surplus Material. the following terms shall apply:

The Operator may. through a sale to an unrelated third party or entity, dispose of surplus Material having a erass sale value that

is fess than or equal to the Operator’s expenditure imit as set forth in the Agreement to which this Accounting Procedure is
attached without the prior upproval of the Parties owning such Material.

IT the gross sale value exceeds the Agreement expenditure limit, the dispasal must be agreed to by the Parties owning such
Material,

Operator may purchase sumtus Condition “A™ or ~B™ Material withow approvat of the Partics owning such Material. basced on
the pricing methods set forth in Scetion V.2 (Trausfers).

Operator may purchase Condition “C™ Material without prior approval of the Parties owning such Muaterial if the value of the
Materials. based on the pricing methods set forth in Seetion 1V.2 (Trangfers). is fess than or gquat 1o the Operator's expenditure
timitation set forth in the Agreement. The Operator shall provide ducumentation supporting the classification of the Material as
Condition C.

Operator may dispose.of Condition “1>” or “E” Material under procedures normally utilized by Operator withow prior approval
of the Parties ewning such Muterial.

4. SPECIAL PRICING PROVISIONS

A, PREMIUM PRICING

Whenever Mulerial is available only at inflated prices due w nationat emergencies. sirikes, government imposed forcign trade
restrictions. or other unusual couses aver which the Operator s no control, for direct purchase the Operator may charge the Joint
Account for the required Material at the Operator’s avtual cost incurred o providing such Material, making it suitable for use, and
moving it to the Joint Property. Material trunsterred or disposed of during premium pricing sitations shall be valued in accordance
with Section V.2 (Trangfers) or Section (V.3 {Dispesition of Serplus), as applicable.

B.  SHOP-MADE ITEMS

items fabricated by the Operator’s employees, or by contract lahorers under the direction of the Operator, shall he priced using the
value of the Material used 1o construct the item plus the cost of labor to fabricate the itern. IF the Material is from the Operator's
scrap or junk account, the Material shall be priced at cither twenty-five percem (25%) of the current price as determined in Scction
IV.2.A (Pricing) or scrap value, whichever is higher. In no event shall the amount charged exceed the valuc of the item
conunensurate with its use.

C. MILL REIECTS
Mill rejects purchased as “limited service” cusing or tubing shall be priced a1 cighty pereent (80%) of K-35/1-55 price us deermined in

Section 1V.2 ( fransfers). Line pipe converted to casing or whing with casing or twhing couplings atiached shall he priced as K-35/1-
35 casing or tubing at the nearest size and weight.

VOINVENTORIES OF CONTROLLARLE MATERIAL

The Operator shall maintin records of Controllable Material charged 1o the Joint Account, with sufficient detait to perform physical inventories.

Adjustments to the Joint Aceount by the Operutor resulting from & physical i v of C Material shall he made within twelve (12)
months following the 1oking of the inventary or receipt of Non-Operator inventory report. Charges and credits for averages or shortages will be
vatued for the Joint Account in accordance with Section V.2 (Transfers) and shall be based on the Condition “B™ prices in effect on the date of
physical inventory unless the imventorying Partics can provide sulficient evidence another Material condition applies.

COPYRIGHT £ 2005 by Council of Petrak A Societies, lnc. (COPAS)
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DIRECTED INVENTORIES

Physical inventwrivs shall be performed by .he Operator upon written request of 8 majority in working interests of the Non-Operators
(hereinafter, “direcied inventony™); provided, however. the Operator shall not be requived to perform directed inventories more frequently
than once every five (5} years. Directed inventories shall be commenced within one hundred eighty (180) days atler the Operator receives

written notice thit a majority in interest of the Non-Uperators has requested the inventary. Al Parties shall be governed by the results of
any directed inventory.

Expenses of directed inventories will be borne by the Joint Account; provided. however, costs associated with any

post-report {ollow-up
work i sentling the inventory will be absorbed by the Panty incurring such costs. The Operator is i to ise jud; n kecping
expenses within reasonable limits. Any anticipated disproportionate or extrordinary costs should be discussed and agveed upon prior 10
" cemient of the i ary. Expenses of direeted inventories may include the following:
A.

A per diem rate for each inventory person, representative of actual satarivs, wages. and payroll burdens and benelits of the personnel
performing the inventory or a rate agreed to by the Parties pursuant to Sectivn L6.A (General Matters). The per diem zate shall also
be applied 1o 4 reasonable number of days for pre-inventory work and repon preparation.

B.  Actual transportation costs and Personal Expenses for the inventory team,

C. Reasonable charges for report preparation and distribution to the Non-Operators.

2. NON-DIRECTED INVENTORIES
A. OPERATOR INVENTORIES
Physical inventaries thut arc not requested by the Non-Operators may be performed by the Operator, at the Operator's diseretion. The
expenses of conducting such Operator-initiated inventories shiadl not be charged 1o the Joint Account.
B. NON-OPERATOR INVENTORIES
Suhject to the terms of the Agreeient o which this A ing Procedure is hed, the Non-Oy may conduct a physi
inventory at reasonable times at their <ole cost and risk after giving the Operator at feast ninety (90) days prior writien natice. The
Non-Operator inventory report shall be furnished 10 the Operator in writing within ninety (90) days of completing the inventory
ficldwork.
C. SPECIAL INVENTORIES
The expense of conducting inventories ofher thap those deseribed in Sections V.1 (Directed liventories), V2.A (Operutor
Tiventories), or V2B {(Non-Operator Invenlories), shall be charged to the Party requesting such i y: provided. howeaver,
inventories required due 1o @ change of Operator shall he charged to the Joint Account in the same manncr as described in Section
V.1 (Directed Inventories).
COPYRIGHT © 2005 by Council of I i A Socicti: _Inc. {COPAS)
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EXHIBIT ‘F’

UNIT OPERATING AGREEMENT
CANADAY OIL CORPORATION

IRONS MORROW SAND UNIT
CLARK COUNTY, KANSAS

INSURANCE

Operator shall carry or provide the following insurance for the benefit of the joint account.

1.

Insurance which shall comply with the Workmen’s Compensation and Employer’s Liability
Laws of the State of Kansas.

Commercial General Liability Insurance with a minimum coverage of $1,000,000.
Commercial Automobile Insurance with a minimum coverage of $1,000,000.

Operator reserves the right to purchase such other insurance coverage as is
deemed necessary.



EXHIBIT “G”

UNIT OPERATING AGREEMENT
CANADAY OIL CORPORATION

NON-DISCRIMINATION POLICY

It is the policy and commitment of Canaday Oil Corporation that it does not
discriminate on the basis of race, age, color, sex, national origin, physical or mental
disability or religion.

Canaday Oil Corporation is committed to a policy of equal employment opportunity
and does not discriminate in the terms, conditions, or privileges of employment on
account of race, age, color, sex, national origin, physical or mental disability, or
religion or otherwise as may be prohibited by federal and state law.



Exhibit C

to the Application of Application of Canaday Oil Corporation (#5303) for an Order Authorizing
the Unitization and Unit Operation of the Irons Morrow Sand Unit

INTERESTED OWNERS

Lucinda Ann Brothers-Full
16801 Valderama Way
Edmond, OK 73012

Dana M. Homan Living Trust dated 5/20/2011
5407 W. 99" Terrace
Overland Park, KS 66207

Patrick Timothy Canaday
6357 N. Campos Lane
Wichita, KS 67204

Grant Michael Canaday
501 W. 77" Street
Tulsa, OK 74132

Karen Lee Byerley Revocable Trust dated 7.1.2019

7605 Derek Drive
Raleigh, NC 27613

Cade Patrick Canaday
1418 N. Decker Street
Wichita, KS 67235

B & F Family Limited Partnership
c/o Linda K. Barnes

PO Box 5

Minneola, KS 67865

Louise Ann West
PO Box 475
Minneola, KS 67865

Kerry Irons
2712 Cresthill Circle
Waco, TX 76710

Derby Rock LLC

c¢/o Darren Irons

2001 Worthington Lane
Edmond, OK 73013

Cannon Family Investments Inc.
c/o Patrick J. Cannon

PO Box 273

Onalaska, WI 54650

Billy Irons
4001 NE Channel Drive
Lee’s Summit, MO 64064

Linda & Edward Mahieu
1962 FM 400
Plainview, TX 79072

John Blair
5205 W. 95" Terrace, #111
Overland Park, KS 66207

O’Brien Family Trust of 2011 dated July 22, 2011
c/o John A. O’Brien Jr.

101 Wakefield St.

Reading, MA 01867

Mark & Michelle Mahieu
304 CR7
Minneola, KS 67865
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