
BEFORE THE STATE CORPORATION COMMISSION 
OF THE STATE OF KANSAS 

In the Matter of the Application of Merit ) 
Energy Company, LLC, for an Order ) 
Authorizing the Unitization and Unit ) 

Operation of the River Bend Chester Unit ) 
to be located in Finney County, Kansas ) 

Docket No. 20-CONS-3148-CLTNI 

CONSERVATION DIVISION 

License No. 32446 

APPLICATION 

Merit Energy Company, LLC ("Merit") files this Application requesting an order from the 

State Corporation Commission of the State of Kansas ("Commission") authorizing the unitization 

and unit operation of the River Bend Chester Unit in Finney County, Kansas, pursuant to K.S.A. 

55-1301, et seq. In support of its Application, Merit states and alleges: 

1. Merit is a Delaware limited liability company authorized and in good standing with 

the Kansas Secretary of State's office to do business in Kansas. Merit's business address is 13727 

Noel Road, Suite 1200, Dallas, Texas, 75240. 

2. The Commission has issued Merit oil and gas operator's License No. 32446, which 

license is full force and effect through May 30, 2020. 

3. Merit's affiliate, Merit Hugoton, L.P. ("Affiliate"), owns undivided working 

interests in certain oil and gas leases covering the pool sought to be unitized pursuant to this 

Application. Merit operates said leases on behalf of its Affiliate and the other non-operating 

working interest owners of the leases. Merit is authorized to file this Application on behalf of its 

Affiliate. 
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4. The proposed River Bend Chester Unit will be comprised of the leasehold acreage 

depicted on "Exhibit A" and described as follows ("Unit Area"): 

Township 24 South, Range 32 West, Finney County, Kansas: 
Section 26: Lot 1, Lot 7, W/2 SW/4, and the Arkansas River riverbeds lying 

in the W/2 W/2 
Section 27: Lot 1, and the Arkansas River riverbed 
Section 34: E/2 NE/4, and SE/4 
Section 35: W/2 NW/4 

5. Merit proposes to unitize and operate the oil and gas leases covering the Unit Area, 

insofar as such leases cover the lands included in the Unit Area, as to oil rights on1y2, and limited 

in depth to the Chester formation ("Unitized Formation"), pursuant to K.S.A. 55-1301, et seq., 

specifically K.S.A. 55-1304(a)(2). 

6. Merit intends to conduct an enhanced oil recovery project within the Unitized 

Formation underlying the Unit Area. Operations will be conducted pursuant to the terms of the 

Operating Agreement attached as Exhibit C. The enhanced oil recovery project will involve 

injecting water into the Unitized Formation in a combination peripheral/patterned flood designed 

to displace oil from injection wells located along the currently identified productive extent of the 

Unitized Formation towards centrally located producing wellbores in order to efficiently and 

economically increase the ultimate recovery of oil from the pool within the Unitized Formation 

underlying the Unit Area. The development plan attached as Exhibit E to the Operating Agreement 

(Exhibit C) describes and depicts the enhanced oil recovery project in greater detail. 

1 Merit has obtained surveys of the Arkansas River riverbed as to that portion that traverses across parts of Section 26 
and 27. The surveys are dated January 30, 2018, and can be provided upon request. 
2 Merit anticipates that casinghead gas attributable to the oil estate may be produced incident to its unit operations. It 
is improbable, however, that any natwal gas attributable to the gas estate will be produced as a result of unit operations. 
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7. Oil produced from the River Bend Chester Unit will be allocated across the 

following-described seven tracts: 

Township 24 South, Range 32 West, Finne County, Kansas 
Tract 1: Sections 26 & 27: Arkansas River riverbed lying in the W/2 

W/2 of Sec. 26, and NE/4 of Sec. 27; 
Tract 2: Section 27: Lot 1, a/d/a the NE/4 lying northeast of the 

Arkansas River; 
Tract 3: Section 26: Lot 1, a/d/a the W/2 NW/4 lying north of the 

Arkansas River; 
Tract 4: Section 26: Lot 7 and the W/2 SW/4 ald/a, the W/2 W/2 

lying south of the Arkansas River; 
Tract 5: Section 35: W/2 NW/4 
Tract 6: Section 34: E/2 NE/4 
Tract 7: Section 34: SE/4 

The seven tracts are depicted below and in Exhibit 1 to the Unit Agreement (Exhibit B). 
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8. The oil produced from the River Bend Chester Unit will be allocated on a weighted 

basis across the seven different tracts according to their respective Tract Participations. The 

calculation of the Tract Participations are more particularly described in Section 5.1 of the Unit 

Agreement (Exhibit B). Exhibit 2 to the Unit Agreement (Exhibit B) tabulates the allocations of 

oil across the seven different tracts. Exhibits 3 and 4 to the Unit Agreement (Exhibit B) describe 

how produced oil will be allocated among various interest owners of each tract. All costs and 

expenses incurred in the operation of the River Bend Chester Unit will allocated to the seven tracts 

in the same proportion that revenues from the sale of oil will be allocated. 

9. Merit will be the unit operator of the proposed River Bend Chester Unit. 

10. The pool to be unitized lies within the Unitized Formation beneath the Unit Area. 

The Unitized Formation beneath the Unit Area is the Chester formation, the stratigraphic 

equivalent of which is shown on the logs for the River Bend #6 well (API No. 15-055-22505) to 

exist between the measured depths of 4,798' (-1,946' subsea TVD) and 4,835' (-1,983' subsea 

TVD). The River Bend #6 well is located in Tract 6 approximately 1,909' from the North line, and 

330' from the West line of Section 34-T24S-R32W, Finney County, Kansas. 

11. Merit's technical staff have determined that the unitized management, operation 

and further development of the pool or part thereof sought to be unitized is economically feasible 

and reasonably necessary to prevent waste within the reservoir and thereby increase substantially 

the ultimate recovery of oil. 

12. Merit's technical staff have also determined that the value of the estimated 

additional oil that can be recovered from the Unitized Formation substantially exceeds the 

estimated additional costs incident to conducting the enhanced oil recovery operations proposed 

in this Application. 
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13. The Unit Agreement and Operating Agreement comprising Merit's Plan for Unit 

Operations ("Plan") are attached hereto as "Exhibit B" and "Exhibit C," respectively. The 

proposed operations outlined in the Plan are fair, reasonable and equitable to all interest owners. 

14. The Plan has been approved in writing by at least 63% of the persons required to 

pay the costs of the unit operation, and by the owners of at least 75% of the production or proceeds 

that will be credited to royalties, excluding overriding royalties or other like interests which are 

carved out of the leasehold estate. Specifically, Merit has obtained approval of the Plan from those 

persons who will pay 93.9% of the costs of unit operations, and has obtained approval of the Unit 

Agreement (Exhibit B) from 85.56% of the owners of the production or proceeds credited to 

royalties. Merit can furnish the written approvals from these persons upon request. 

15. "Exhibit D" attached hereto contains a tabular listing of the names and addresses 

of all oil and gas lessees and other oil and gas interest owners owning interests in the Unitized 

Formation beneath the Unit Area whose names and addresses Merit has been able to determine 

after diligent search and inquiry, which list also includes lessors, mineral owners, overriding 

royalty interest owners, and mortgagees of oil and gas interests of record. Exhibit D also includes 

the names and addresses of each operator or lessee and unleased mineral owner of record within a 

one-half mile radius of the Unit Area. 

16. Merit has sent a copy of this Application and the Notice of Application by regular 

mail to all persons listed on Exhibit D, has hand-delivered the same to its Affiliate, and is causing 

the Notice of Application to be published in the Wichita Eagle, and the Garden City Telegram, an 

official newspaper for Finney County, Kansas. As a result, notice complies with the requirements 

of K.S.A. 55-1310, K.S.A. 55-605, and K.A.R. 82-3-135a, and is lawful and proper in all respects. 
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Each publisher's affidavit will be provided to the Commission upon and after the date of 

publication of the Notice of Application. 

17. Merit requests that the Commission issue an Order authorizing the unitization and 

unit operation of the River Bend Chester Unit pursuant to K.S.A. 55-1301, et seq. 

WHEREFORE, Merit prays that the Commission docket this Application and, if no written 

protest is received within 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 River Bend Chester Unit pursuant to the 

terms set forth in the Plan. In the event a timely and proper protest is filed, Merit requests that the 

Commission set this Application for hearing, and upon such hearing grant the requested order and 

make such other provisions as it deems necessary and proper. 

Respectfully submitted, 

MORRIS, LAING, EVANS, BROCK 
& KENNEDY, CHARTERED 

By: 
J than A. Schlatter, #24848 

00 N. Mead, Suite 200 
Wichita, KS 67202-2745 
Telephone - (316) 262-2671 
Facsimile — (316) 262-6226 
Email — jschlatter(a~morrislaing com 
Attorneys for Merit Energy Company, LLC 
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VERIFICATION 

STATE OF KANSAS ) 
ss: 

COUNTY OF SEDGWICK ) 

Jonathan A. Schlatter, being of lawful age and being first duly sworn upon his oath, deposes 
and says: 

That he is the attorney for Merit Energy Company, LLC; he has read the above and 
forgoing Application and is familiar with its contents, and that the statements made therein are true 
and correct to the best of his knowledge and belief. 

Jonathan A. Schlatter 

SUBSCRIBED AND SWORN to before me this day of November, 2019. 

ary Publ' 

My Appointment expires: ~~ ~n-5 ~~~ 

CAROLA. HANNON 
Notary Public -State of Kansas 

MyAppt. Expires I I os ZED 



CERTIFICATE OF SERVICE 

h 
I, Jonathan A. Schlatter, hereby certify that on this ~tday of November, 2019, I caused 

the original of the foregoing Application with its attached Exhibits A, B, C, and D, and the Notice 
of Application to be electronically filed with the Conservation Division of the State Corporation 
Commission of the State of Kansas, and caused true and correct copies of the same to be deposited 
in the United States Mail, first class, postage prepaid, and properly addressed to the parties listed 
on E~ibit D to the Application. 

Jonathan . Schlatter, #24848 



EXHIBIT A 
To the Application of Merit Energy Company, LLC (#32446) for an order 

authorizing the unitization and unit operation of the River Bend Chester Unit 

Depiction of the Unit Area 

UNIT BOUNDARY MAP 
RIVER BEND CHESTER UNIT - FINNEY COUNTY, KANSAS 
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EXHIBIT B 
To the Application of Merit Energy Company, LLC (#32446) for an order 

authorizing the unitization and unit operation of the River Bend Chester Unit 

Unit Agreement 

ATTACHED 



UNIT AGREEMENT 

RIVER BEND CHESTER UNIT 

FINNEY COUNTY, KANSAS 

EXHIBIT B 
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UNIT AGREEMENT 

RIVER BEND CHESTER UNIT 
FINNEY COUNTY, KANSAS 

THIS UNIT AGREEMENT ("Agreement') is entered into effective as of the Effective Date 

(defined below), by the Parties who have signed the original, a counterpart, or other instrument agreeing to 

become a Party hereto, or who are so bound by Order of the State Corporation Commission of the State of 

Kansas ("Commission") issued pursuant to K.S.A. 55-1301, et seq. 

WITNESSETH: 

WHEREAS, to achieve greater ultimate recovery of Unitized Substances, to prevent waste, and to 

protect correlative rights of interest owners, the signatory Parties have entered into this Unit Agreement 

applicable to the River Bend Chester Unit in Finney County, Kansas. The purpose of the Agreement is to 

unitize Oil Rights in and to the Unitized Formation in order to conduct Unit Operations as provided herein. 

NOW, THEREFORE, in consideration of the premises and of the mutual agreements herein 

contained, it is agreed as follows: 

ARTICLE 1 
DEFINITIONS 

As used in this Agreement: 

1.1 Effective Date is the time and date this Agreement becomes effective, as provided in 

Article 15.1. 

1.2 Oil 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. 

1.3 Outside Substances are all substances purchased or otherwise obtained for a consideration 

by Unit Operator and introduced into the Unitized Formation. 

1.4 Parly is any individual, corporation, company, partnership, limited 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 
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subdivision thereof, or any other entity capable of holding an interest in the Unitized Formation, and enters 

into this Agreement or otherwise becomes bound by this 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, or overriding royalty interests and other like interests which 

are carved out of the oil and gas leasehold estate. 

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

1.7 Tract is the land depicted, described and identified by number in "Exhibit 1." 

1.8 Tract Participation is described in Article 5.1 and are the percentages shown on "Exhibit 

2", "Exhibit 3" and "Exhibit 4." 

1.9 Unit Area is the land depicted and described by Tracts in "Exhibit 1." 

1.10 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. 

1.11 Unit Expense is all cost, expense, or indebtedness incurred by the Unit Operator pursuant 

to this Agreement and the Unit Operating Agreement for or on account of Unit Operations. 

1.12 Unit Operations are any and all operations conducted pursuant to this Agreement and the 

Unit Operating Agreement, regardless of whether such operations constitute enhanced recovery methods. 

1.13 Unit Operating Agreement is the agreement entered into by the Working Interest Owners 

and the operator thereof, having the same Effective Date as this Agreement, and titled "River Bend Chester 

Unit Operating Agreement." The Unit Operating Agreement and this Agreement constitute the Plan for 

Unit Operations. 

1.14 Unit Operator is the Party designated as the operator under the Unit Operating Agreement. 

1.15 Unit Participation is the total Tract Participations percentage interest in the Unit Area 

associated with a particular Royalty Interest Owner and Working Interest Owner as shown on "Exhibit 3" 

and "Exhibit 4." 
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1.16 Unitized Formations means the subsurface portion of the Unit Area described as the 

common source of supply of oil underlying the Unit Area known as the Chester formation. The top of the 

unitized interval is defined as the top of the Chester formation, found at a measured depth of 4,798 feet 

(-1,946 feet subsea true vertical depth) as found in the River Bend #6 well (API 15-055-22505). The base 

of the unitized interval is defined as the base of the Chester formation, found at a measured depth of 4,835 

feet (-1,983 feet SSTVD) in the same River Bend #6 well, with it being intended that the covered depths 

include all stratigraphic equivalents of the Chester formation. 

1.17 Unitized Substances are all oil and associated and constituent parts, including casinghead 

or solution gas, within or produced from the Unitized Formation, other than Outside Substances. 

1.18 Working Interest is an interest in Unitized Substances by virtue of a lease, operating 

agreement, fee title, or otherwise, the owner of which is obligated to pay, either in cash or out of production 

or otherwise, all or a portion of the Unit Expense; however, Oil Rights that are free of lease or other 

instrument creating a Working Interest shall be regarded as Working Interest to the extent ofseven-eighths 

(7/8) thereof and a Royalty Interest to the extent of the remaining one-eighth (1/8) thereof. 

119 Working Interest Owner is a Party hereto who owns a Working Interest. 

ARTICLE 2 
EXHIBITS 

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

reference: 

2.1.1 "Exhibit 1" consists of a map showing the boundary lines of the Unit Area and 

the identified Tracts therein. 

2.1.2 "Exhibit 2" is a schedule that shows the calculation of Tract Participations for 

each Tract. 

2.1.3 "Exhibit 3" is a tabulation of the owners of the production proceeds of Unitized 

Substances that will be credited to royalties (referred to therein as "Royalty 

Owners"). 
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2.1.4 "Exhibit 4" is a tabulation of the Parties who will be required to pay the costs of 

Unit Operations (referred to therein as "Working Interest Owners"). 

2.2 Reference to Exhibits. When reference is made to an exhibit, it is to the exhibit as 

originally attached or, if revised, to the last revision. 

2.3 Exhibits Considered Correct. "E~chibit 1", "Exhibit 2", "E~ibit 3" and "E~ibit 4" shall 

be considered to be correct until revised as herein provided. 

2.4 Correcting Errors. The shapes and descriptions of the respective Tracts have been 

established by using the best information available. If it subsequently appears that any Tract, because of 

diverse Working Interest or Royalty Interest ownership on the Effective Date, should have been divided 

into more than one Tract, or that any mechanical miscalculation or clerical error has been made, the Unit 

Operator 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 

Participations. Each such revision of an exhibit made prior to thirty (30) days after the Effective Date shall 

be effective as of the Effective Date. Each such revision thereafter made shall be effective at 9:00 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 Unit Operator and set forth in the revised e~ibit. The boundaries of 

the riparian tracts along the Arkansas River have been surveyed by a Kansas licensed surveyor. No change 

in the boundaries of any tract due to accretion or erosion shall affect the tract allocation hereunder as of the 

effective date of the Unit. 

2.5 Filing Revised Exhibits. If an exhibit is revised, the Unit Operator shall execute an 

appropriate instrument stating the effective date for the revised exhibit with the revised exhibit attached 

stating the effective date for the revised exhibit and file the same with the Commission. 

ARTICLE 3 
CREATION AND EFFECT OF UNIT 

3.1 Oil Rights Unitized. All Oil Rights of Royalty Owners in and to the lands depicted in 

"Exhibit 1"and described in "Exhibit 2", and all Oil Rights of the Working Interest Owners in and to said 
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lands, are hereby unitized insofar as the respective Oil Rights pertain to the Unitized Formation, so that 

Unit Operations may be conducted with respect to the Unitized Formation as if the Unit Area had been 

included in a single lease executed by all Royalty Owners, as lessors, in favor of the Working Interest 

Owners, as lessees, and as if the lease contained all of the provisions of this Agreement. 

3.2 Personal Property Excepted. All Unit Equipment, including lease and well equipment, 

materials, and other property, heretofore or hereafter placed by the Working Interest Owners on the lands 

covered hereby shall be deemed to be and shall remain personal property belonging to and may be removed 

by the Working Interest Owners. Title to all equipment, materials and other property installed or in place 

on the Unit Area prior to the Effective Date, and which is contributed by the owners thereof for use in 

conducting Unit Operations shall remain vested with the Parties contributing such property for Unit 

Operations. 

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 full force and effect. Royalty Owners agree that any default, 

forfeiture, or penalty provision in any such oil and gas lease or other contract shall be suspended and of no 

force or effect during the term of this Agreement, insofar and only insofar as it relates to the Unitized 

Formation described in Article 1.16 above. Further, any provision in any such oil and gas lease that requires 

the lessee to restore or re-establish production of oil and gas after a cessation of production from the lease 

shall be suspended and of no force or effect during the term of this Agreement. 

3.4 Continuation of Leases and Term Interests. Production from any part of the Unitized 

Formation, except for the purpose of determining payments to Royalty Owners, or other Unit Operations 

shall be considered as production from or operations upon all Tracts hereunder, and such production or 

operations shall continue in effect each lease, term mineral interest 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. 



3.5 Titles Unaffected by Unitization. Nothing herein shall be construed to result in the 

transfer of title to Oil Rights by any Party to any other Party or to Unit Operator. 

3.6 Unitized Operation Rights. Royalty Owners hereby grant the Working Interest Owners 

the right to conduct unitized management, operation and further development of the Unitized Formation as 

economically feasible and reasonably necessary to prevent the waste of Unitized Substances in the Unitized 

Formation and thereby substantially increase the ultimate recovery of Unitized Substances together with 

the right to drill, use, and maintain injection and disposal wells, and non-potable water supply wells on the 

Unit Area, including as provided in Article 10.2, and to use for injection, disposal or water supply purposes 

any nonproducing or abandoned wells or dry holes, and any producing wells completed in the Unitized 

Formation, or which can be recompleted into the Unitized Formation. 

3.7 Development Obligation. Nothing herein shall relieve the Working Interest Owners from 

any obligation to reasonably develop the lands and leases committed hereto, insofar and only insofar as it 

relates to the Unitized Formation described in Article 1.16 above, except as the same may conflict with the 

provisions hereof and Unit Operations which maybe conducted hereunder. 

ARTICLE 4 
PLAN OF OPERATIONS 

4.1 Unit Operator. MERIT ENERGY COMPANY, LLC is hereby designated as the initial 

Unit Operator. The 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 increased and waste prevented, the Unit Operator shall, with diligence and in 

accordance with good engineering and production practices, engage in unitized management, operation and 

further development of the Unitized Formation to efficiently and economically increase the ultimate 

recovery of Unitized Substances. The Unit Operator may employ enhanced recovery methods deemed, in 
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its discretion, necessary ar desirable to efficiently and economically increase the ultimate recovery of 

Unitized Substances, and may include any of the following activities: 

(a) Drilling one or more wells for the purpose of injecting water, gas, or other fluids, or 

combinations thereof, into the Unitized Formation; 

(b) Utilizing of one or more existing wells for the purpose of injecting water, gas, or other 

fluids, or combinations thereof, into the Unitized Formation; 

(c) Drilling one or more water source wells to support enhanced recovery; 

(d) Drilling or working over one or more wells for the purpose of producing Unitized 

Substances from the Unitized Formation; and 

(e) Drilling one or more wells for the purpose of saltwater disposal. 

Unit Operator may utilize more than a single tank battery for storage of Unitized Substances. 

4.3 Change of Method of Operation. Nothing herein shall prevent the Unit Operator from 

discontinuing or changing in whole or in part any method of operation which, in its opinion, is no longer 

appropriate or in accord with good engineering or production practices. Other methods of operation may 

be conducted or changes maybe made by the Unit Operator from time to time if determined to be feasible, 

necessary, or desirable to increase the ultimate recovery of Unitized Substances. 

ARTICLE 5 
TRACT PARTICIPATIONS 

5.1 Tract Participations. The Tract Participations of each Tract are scheduled and calculated 

on "Exhibit 2". Beginning on the Effective Date the Tract Participations for each Tract shall be based upon 

the following factor and formula': 

Single Phase: Production will be allocated based upon three factors: 

(1) The number of usable wellbores existing within each Tract as a percentage of the total number 

of usable wellbores existing on the Unit Area. For the purposes of this Agreement, a usable 

1 Historic casinghead gas production from the Unitized Formation has been converted to barrels of oil equivalent 
(`BOE") at the ratio of 6 MCF gas to 1 BO for the purposes of calculating Tract Participations. 



wellbore is a well existing on the Unit Area and drilled through the Chester formation, whether 

active or inactive, including but not limited to wells that may be producing, injecting, or 

disposing, and not including those that are plugged and abandoned. 

(2) The remaining primary recovery oil reserves in place beneath each Tract as a percentage of the 

total amount of remaining primary recovery oil reserves in place beneath the Unit Area, 

calculated as of Apri130, 2019. 

(3) The original oil-in-place (OOIP) in the Unitized Formation beneath each Tract as a percentage 

of the total OOIP in the Unitized Formation beneath the Unit Area. 

Tract Participations will be calculated using a weighted average of the three factors listed above, wherein 

the number of usable wellbores will be weighted 5%, OOIP will be weighted 65%, and remaining primary 

recovery oil reserves will be weighted 30%. 

Tract Participations as scheduled and calculated on "Exhibit 2" are accepted and approved by the signatory 

Parties hereto as being fair and equitable. The Unitized Substances produced hereunder shall be allocated 

among the Parties according to the respective Tract Participations. 

5.2 Relative Tract Participations. If the Unit Area is enlarged or reduced, the revised Tract 

Participations of the Tracts remaining in the Unit Area and which were within the Unit Area prior to the 

enlargement or reduction shall remain in the same ratio to one another. 

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 Participations effective during the period that the 

Unitized Substances were produced. The amount of Unitized Substances allocated to each Tract, regardless 

of whether the amount is more or less than the actual production of Unitized Substances from a particular 

Tract, shall be deemed for all purposes to have been produced from such Tract. 

6.2 Distribution Within Tracts. The Unitized Substances allocated to each Tract shall be 

distributed among, or accounted for to, the Parties 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 Rights in a Tract hereafter become divided and owned in 

severalty as to different parts of the Tract, the owners of the divided interests 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. The boundaries of the riparian tracts along the Arkansas River have been 

surveyed by a Kansas licensed surveyor. No change in the boundaries of any tract due to accretion or erosion 

shall affect the tract allocation hereunder as of the effective date of the Unit. 

6.3 Taking Unitized Substances in Kind. The Unitized Substances allocated to each Tract 

shall be delivered in kind to the respective Parties entitled thereto by virtue of the ownership of Oil Rights 

therein or by purchase from such owners. Such Parties 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 expenditures incurred by Unit 

Operator by reason of the delivery in kind of any portion of Unitized Substances shall be borne by the 

owner of such portion of Unitized Substances. 

6.4 Failure to Take in Kind. If any Party fails to take in kind or separately dispose of such 

Party'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 Party owning the share, to purchase or sell to others such 

share; however, all contracts of sale by Unit Operator of any other Party'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. The proceeds of the Unitized Substances so disposed of by Unit Operator shall 

be paid to the Parties entitled thereto. 

6.5 Responsibility for Royalty Settlements. The Unit Operator or the purchaser of Unitized 

Substances shall be responsible for the payment of all royalties, overriding royalties, production payments 

and all other payments chargeable against or payable out of the proceeds from the sale of Unitized 

Substances, or from taking unitized substances in kind. The Unit Operator shall not indemnify any Party 

D 



against any liability for such payment except to the extent that such liability is caused by or attributable to 

the willful misconduct of Unit Operator. The Unit Operator shall have complete and sole discretion in 

determining whether the Unit Operator or the purchaser of Unitized Substances is responsible for any or all 

of the production payments described herein. 

6.6 Royalty on Outside Substances. No payment shall be due or payable to Royalty Owners 

on substances produced from the Unitized Formation that are deemed to be Outside Substances. 

6.7 Subsequently Created Interests. A Royalty Interest, overriding royalty or other like 

interest carved out of a Working Interest after the Effective Date of this Agreement shall continue to be 

subject to the obligations of the Working Interest prescribed by this Agreement and the Unit Operating 

Agreement, which obligations shall be borne by the Working Interest Owner creating such subsequent 

interest. 

6.8 Overriding Royalty Interests. The production of Unitized Substances attributable to 

overriding royalty interests or other like interests carved out of the oil and gas leasehold estates shall be 

allocated and paid pursuant to the terms of this Agreement. Such owners who enter into or who become 

bound by this Agreement consent and agree to such allocation and hereby approve the Plan of Unit 

Operations. 

6.9 Unit Expense. At all times while this Agreement is in effect, all Unit Expense shall be 

allocated to, and borne by, the Working Interest Owners in accordance with the Tract Participations. 

ARTICLE 7 
PRODUCTION AS OF THE EFFECTIVE DATE 

7.1 Oil or Liquid Hydrocarbons in Lease Tanks. Unit Operator shall gauge or otherwise 

determine the amount of oil or other liquid hydrocarbons produced from the Unitized Formation that are in 

lease tanks as of 9:00 a.m. on the Effective Date, less a reasonable deduction for basic sediment and water 

("BS&W"). Any such oil or other liquid hydrocarbons shall remain the property of the Parties entitled 

thereto as if this Agreement had not been entered into. Any such oil or other liquid hydrocarbons not 

promptly removed may be sold by Unit Operator for the account of the Working Interest Owners entitled 



thereto. The Working Interest Owners shall pay all royalty due thereon under the provisions of applicable 

leases or other contracts. 

ARTICLE 8 
USE OR LOSS OF UNITIZED SUBSTANCES 

8.1 Use of Unitized Substances. The Unit Operator may use or consume Unitized Substances 

for Unit Operations, including but not limited to the injection thereof into the Unitized Formation. 

8.2 Royalty Payments. No royalty, overriding royalty, production, or other payments shall 

be payable on account of Unitized Substances used, lost, or consumed in Unit Operations. 

ARTICLE 9 
TITLES 

9.1 Warranty and Indemnity. Each Party 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 Parties 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 Party claiming the right 

to receive in kind all or any portion of the Unitized Substances allocated to a Tract is in dispute, Unit 

Operator shall either: 

(a) require that the Party to whom such Unitized Substances are delivered or to whom the 

proceeds thereof are paid furnish security for the proper accounting therefor to the rightful 

owner if the title or right of such Party 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, an agreement among 

the affected parties, or otherwise, whereupon the proceeds so impounded shall be paid to 

the Party rightfully entitled thereto. 
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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 Interests 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, 

interests, 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, 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. Unit Operator shall, if possible, 

withhold from any proceeds derived from the sale of Unitized Substances otherwise due any delinquent 

taxpayer an amount sufficient to defray the cost of such payment or redemption, such withholding to be 

credited to the Working Interest Owners. Such withholding shall be without prejudice to any other remedy 

available to Unit Operator as a Working Interest Owner. 

9.4 Transfer of Title. Any conveyance of all or any part of any interest owned by any Party 

hereto with respect to any Tract shall be made expressly subject to this Agreement. No change of title shall 

be binding upon Unit Operator, or upon any Party hereto other than the Party so transferring, unti19:00 a.m. 

on the first day of the calendar month next succeeding the date of receipt by Unit Operator of a certified 

copy of the recorded instrument evidencing such change in ownership. 

ARTICLE 10 
EASEMENTS OR USE OF SURFACE 

10.1 Grant of Easements. The Unit Operator shall have the right to use as much of the surface 

of the land within the Unit Area as may be reasonably necessary for Unit Operations and the removal of 

Unitized Substances from the Unit Area, including the installation of equipment and other infrastructure 

necessary for injection of water and other fluids into the Unitization Formation. 

10.2 Use of Water and Other Substances. The Unit Operator shall have and is hereby granted 

free use of non-potable water from the Unit Area for Unit Operations, except water from any well, lake, 

pond, or irrigation ditch of a Royalty Owner. The Unit Operator may bring Outside Substances, including 

water, gas and other fluids and other substance, onto the Unit Area for use in Unit Operations and may 
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inject such Outside Substances into the Unitized Formation, by implementing activities including but not 

limited to those activities authorized in Article 4.2. 

ARTICLE 11 
CHANGES AND AMENDMENTS 

11.1 Changes and Amendments. The Unit Area may be changed and this Agreement or the 

Unit Operating Agreement may be amended. Any such change or amendment shall be in accordance with 

K.S.A. 55-1301, et seq. 
ARTICLE 12 

RELATIONSHIP OF PARTIES 

12.1 No Partnership. The duties, obligations, and liabilities of the Parties hereto are intended 

to be several and not j oint or collective. This Agreement is not intended to create, and shall not be construed 

to create, an association or trust, a partnership, joint venture or mining partnership, or to impose a 

partnership or fiduciary duty, obligation, or liability with regard to any one or more of the Parties hereto. 

Each Party 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 Unit Expense. This Agreement shall not be construed to impose 

upon any Royalty Owner any obligation to pay Unit Expense unless such Royalty Owner is otherwise so 

obligated. 

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. 

13.2 Governing Law. This Agreement and all matters pertaining hereto, including but not 

limited to matters of performance, non-performance, breach, remedies, procedures, rights, duties, and 

interpretation or construction, shall be governed and determined by the laws of the state of Kansas. 

ARTICLE 14 
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FORCE MAJEURE 

14.1 Force Majeure. If any Party is rendered unable, wholly or in part, by reason of force 

majeure to carry out its obligations under this Agreement, other than the obligation to make money 

payments, such Party shall give to all other Parties prompt written notice of the force majeure with 

reasonably full particulars concerning the force majeure. Thereupon, the obligations of the Party giving 

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

the continuance of the force majeure. The affected Party shall use all reasonable diligence to remove the 

force majeure situation as quickly as practicable, but neither this Agreement nor any lease or other 

instrument subject hereto shall be terminated by reason of the suspension of Unit Operations due to the 

occurrence of any events) of force majeure. The requirement that any force majeure shall be remedied 

with all reasonable dispatch shall not require the settlement of strikes, lockouts, or other labar difficulty by 

the Party involved, contrary to its wishes, and the manner in which all such difficulties shall be handled 

shall be entirely within the discretion of the Party concerned. The term "force majeure," as here employed, 

shall mean any act of God, strike, lockout, or other industrial disturbance, act of the public enemy, war, 

blockage, public riot, lightning, fire, storm, flood, earthquake, explosion, governmental laws, rules, 

regulations, orders, action, delay, restraint or inaction, unavailability of equipment, or inability to secure 

materials, ar any other cause, whether of the kind specifically enumerated above or otherwise, which is not 

reasonably within the control of the Party claiming suspension. 

ARTICLE 15 
EFFECTIVE DATE 

15.1 Effective Date. This Agreement shall become effective at 9:00 a.m. on the first day of the 

calendar month next following: (i) the date the Commission issues its Order approving the Plan of Unit 

Operations as set forth in this Agreement and the Unit Operating Agreement, (ii) the date prescribed by 

K.S.A. 55-1317 for the contract for the unit operation of a pool or part thereof, should the requisite 

percentage of Royalty Owners and Working Interest Owners approve this Agreement in writing, or (iii) the 

date Unit Operator commences Unit Operations should all Royalty Owners and Working Interest Owners 
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enter into this Agreement, whichever of the foregoing events is earlier. If the applicable foregoing event 

shall fall on the first of the month, then that shall be the effective date. 

15.2 Ipso Facto Termination. If this Unit is not made effective within six (6) months after the 

date of issuance of the Order of the Commission approving same, because prior thereto the requisite 

percentage, based on Unit Participation, of Working Interest Owners and Royalty Owners, have not become 

Parties to this Agreement, this Agreement shall ipso facto terminate on that date (hereinafter called 

"termination date") and thereafter be of no further effect. If the Unit Operator seeks from the Commission 

for good cause an extension of the termination date for a period not to exceed sixty (60) days, and the 

termination date is so extended, but this Unit is not made effective on or before the extended termination 

date, this Agreement shall ipso facto terminate on the extended termination date and thereafter be of no 

further effect. 

15.3 Notice of Unit. Unit Operator is authorized to file this Unit Agreement of record, or a 

notice or memorandum thereof, in the office of the Register of Deeds in all Counties in which the Unit Area 

is situated. In the event this Plan of Unitization is approved by order of the Kansas Corporation 

Commission, the Unit Operator may cause the Certificate of Unit provided by the Kansas Corporation 

Commission to be filed of record. 

15.4 Unit Participation. For the purposes of this Article 15, Unit Participation shall be based 

on the Tract Participations shown on the original "Exhibit 2", "Exhibit 3" and "Exhibit 4." 

ARTICLE 16 
TERM 

16.1 Term. The term of this Agreement, unless sooner terminated in the manner hereinafter 

provided, shall be for and during the time that Unitized Substances are produced in paying quantities 

without a cessation of more than 180 consecutive days, or so long as other Unit Operations are conducted 

without a cessation of more than 180 consecutive days. 

16.2 Termination by Unit Operator. This Agreement may be terminated at any time by (i) 

the affirmative vote of Working Interest Owners who, in the aggregate, are responsible for more than fifty-
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one percent (51 %) of the Unit Expense, or (ii) for any reason the Unit Operator, in its sole discretion, upon 

deternuning that Unit Operations are no longer profitable or feasible. 

16.3 Effect of Termination. Upon ternunation 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. Unit Operator shall gauge or otherwise determine the amount of oil or other 

liquid hydrocarbons in the unit tanks as of 9:00 a.m. on the date the Unit Operations cease, which oil shall 

remain the property of the Parties hereto and shall be allocated among the Parties as provided for herein. 

16.4 Salvaging Equipment Upon Termination. If not otherwise granted by the leases or other 

instruments affecting the separate Tracts, the Unit Operator shall have 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 is 

authorized to file a notice of record in the office of the Register of Deeds in all Counties in which the Unit 

Area is situated, to place third parties on notice that the unit has been terminated. In the event, this Plan of 

Unitization was approved by order of the Kansas Corporation Commission, the Unit Operator is also 

authorized to notify the Kansas Corporation Commission that it has been terminated, and to file such 

pleadings, motions, and orders, and other filings as may be required to effectuate the termination of the 

unit. 

ARTICLE 17 
EXECUTION 

17.1 Original, Counterpart, or Other Instrument. An owner of Oil Rights may approve this 

Agreement by signing the original, a counterpart thereof, or other instrument approving this Agreement. 

The signing of this Agreement or any such instrument shall have the same effect as if all Persons had signed 

this Agreement and shall constitute approval of the entire plan for unit operations comprised of this 

Agreement and the Unit Operating Agreement. 
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17.2 Joinder in Dual Capacity. Execution as herein provided by any Party as either a Working 

Interest Owner or a Royalty Owner shall commit all interests owned or controlled by such Pariy. 

ARTICLE 18 
DETERMINATIONS BY WORKING INTEREST OWNERS 

18.1 Determinations by Unit Operator. All decisions, determinations, or approvals by Unit 

Operator shall be made pursuant to this Agreement and consistent with the Unit Operating Agreement, as 

may be applicable, unless otherwise provided herein. 

ARTICLE 19 
GENERAL 

19.1 Amendments to Unit Area. Amendments hereto relating wholly to Unit Operations may 

be made with a fify-one (51 %) vote of the Working Interest Owners unless otherwise provided herein. 

19.2 Lien and Security Interest of Unit Operator. The Unit Operator shall have a lien upon 

and a security interest in the interests of the other Working Interest Owners and the Royalty Owners in the 

Unit Area only to any extent provided by law. Notwithstanding the foregoing, the Unit Operator shall have 

the lien and security interest described in the Unit Operating Agreement. 

19.3 Headings for Convenience. Except for the headings contained in Article 1, the headings 

and table of contents used in this Agreement are inserted for convenience only and shall be disregarded in 

construing this Agreement. 

19.4 Severability of Provisions. The provisions of this Agreement are severable and if any 

article, section, sentence, clause or part thereof is held to be invalid for any reason, such invalidity shall not 

be construed to affect the validity of the remaining provisions of this Agreement. In the event any provision 

now or later becomes inconsistent with any law, rule or regulation of the applicable governing body, or is 

modified by order of the applicable governing body, this Agreement shall be modified to the extent 

necessary to comply with said law, rule, regulation or order. 

19.5 Construction. When reading this Agreement the use of the plural indicates the singular, 

and the use of the singular indicates the plural. When an Agreement refers to time, such time shall be read 
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and interpreted as United States Central Time. This Agreement is to be read together with its exhibits, as 

amended. 

19.6 Obligations to the Commission. Where this Agreement creates an obligation on the part 

of Unit Operator or Working Interest Owner to report, file, notify or otherwise communicate with the 

Commission, such action shall only be required in the event this Agreement is authorized by the 

Commission pursuant to K.S.A. 55-1301, et seq. Likewise, any requirement that this Agreement be 

performed in accordance with K.S.A. 55-1301, et seq. shall only be applicable if this Agreement is 

authorized by the Commission pursuant to such statutes. 

ARTICLE 20 
SUCCESSORS AND ASSIGNS 

20.1 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. 

IN WITNESS WHEREOF, the Parties hereto have executed this Agreement on the dates opposite 

their respective signatures. 
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Unit Operator 

MERIT ENERGY COMPANY, LLC 

Name: Christopher S. Hagge 
Title: Vice President 

STATE OF TEXAS ) 
SS 

COUNTY OF DALLAS ) 

This instrument was acknowledged before me on this day of 2019, by 
Christopher S. Hagge, as Vice President of Merit Energy Company, LLC, on behalf of said company. 

Notary Public 

Working Interest Owners 

MERIT HUGOTON, L.P. 
By: Merit Management Partners GP, LLC, its General 
Partner 

By 
Name: Christopher S. Hagge 
Title: Vice President, 

Merit Management Partners GP, LLC 

STATE OF TEXAS ) 
SS 

COUNTY OF DALLAS ) 

This instrument was acknowledged before me on this day of 2019, by 
Christopher S. Hagge, as Vice President of Merit Management Partners GP, LLC, the General Partner of 
Merit Hugoton, L.P., a Delaware limited partnership, on behalf of said company and partnership. 

Notary Public 
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PERCIVAL C. KEITH TESTAMENTARY TRUST 

By: 
Name: 
Title: 

STATE OF ) 
SS 

COUNTY OF ) 

This instrument was acknowledged before me on this day of 2019, by 
as of Percival C. Keith Testamentary Trust, on behalf of said 

trust. 

Notary Public 

JENNIE PERELMAN FOUNDATION 

By: 
Name: 
Title: 

STATE OF 
SS 

COUNTY OF 

This instrument was acknowledged before me on this day of 2019, by 
as of Jennie Perelman Foundation, on behalf of said 

foundation. 

Notary Public 

MANUEL CORPORATION 

By: 
Name: 
Title: 

STATE OF 
SS 

COUNTY OF 

This instrument was acknowledged before me on this day of 2019, by 
as of Manuel Corporation, on behalf of said corporation. 

Notary Public 



ELSR, L.P. 

By: 
Name: 
Title: 

STATE OF ) 
SS 

COUNTY OF ) 

This instrument was acknowledged before me on this day of 2019, by 
as of ELSR, L.P., on behalf of said partnership. 

Notary Public 

LINKSLAND OPERATING, LLC 

By: 
Name: 
Title: 

STATE OF 
SS 

COUNTY OF 

This instrument was acknowledged before me on this day of 2019, by 
as of Linksland Operating, LLC, on behalf of said company. 

Notary Public 
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Royalty Owners 

Brookover Land Enterprises, L.P. 

By: 

Title: 

STATE OF KANAS ) 

SS 
COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of , 2019, by 

as ofBrookover Land Enterprises, L.P. 

Notary Public 

Brookover Feed Yards, Inc. 

By: 
T~tie: 

STATE OF KANAS ) 

SS 
COUNTY OF ) 

The foregoing instrument was acknowledged before me this 

as 

William H. &Erma C. Damme Farms, LLC 

By: 
Title: Member 

day of , 2019, by 

ofBrookover Feed Yards, Inc. 

Notary Public 

STATE OF ) 

SS 
COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of , 2019, by Lora L. Damme as 

Member of Wllllam H. &Erma C. Damme Farms, LLC. 

Notary Public 
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Rovalty Owners 

State of Kansas 

By: 

Title: Director of Taxation, Kansas Department of Revenue 

STATE OF KANAS ) 
SS 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 2019, by 

as Director of Taxation of the Kansas Department of Revenue. 

Notary Public 

JEFCO Investments, LLC 

By: 
T~t~e: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this 

as 

Notary Public 

Delbert C. Stinemetz 

By: 

STATE OF 
SS 

COUNTY OF 

day of 2019, by 

ofJEFCO Investments, LLC. 

The foregoing instrument was acknowledged before me this day of 2019, by Delbert C. 

Stinemetz. 

Notary Public 
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Rovalty Owners 

Louella Ebert a/k/a Louelle V. Ebert 

By: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of , 2019, by 

Notary Public 

Dorothy Krantz 

By: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of , 2019, by Dorothy Krantz. 

Notary Public 

Loretta D. Sketers 

By: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of , 2019, by LOCCtta D. Sketers. 

Notary Public 
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Rovalty Owners 

Kim Bennett 

By: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of , 2019, by Kim Bennett. 

Notary Public 

Timothy Hazleton 

By: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of , 2019, by Timothy Hazleton. 

Notary Public 

Tyler Hazleton 

By: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of , 2019, by Tyler Hazleton. 

Notary Public 
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Royalty Owners 

James Hazleton 

By: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of , 2019, by James Hazleton. 

Notary Public 

David E. Hamilton 

By: 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 

Lois E. Scheyer 

By: 

STATE OF 

COUNTY OF 

SS 

day of , 2019, by David E. Hamilton. 

Notary Public 

SS 

The foregoing instrument was aclrnowledged before me this day of , 2019, by Lois E. Scheyer. 

Notary Public 

26 



Royalty Owners 

Nancy J. Hornbaker 

By: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of 2019, by Nancy J. 

Hornbaker. 

Notary Public 

James Allen Altergott 

By: 

STATE OF 

SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of 2019, by James Al1eI1 

Altergott. 

Notary Public 

Vicki Joanne Palmer 

By: 

STATE OF 

SS 
COUNTY OF 

The foregoing instrument was acknowledged before me this day of 2019, by Vicki Joanne 

Palmer. 

Notary Public 
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Rovalty Owners 

Jeanette Raymond Hutchinson 

By: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of , 2019, by Jeanette Raymond 

Hutchinson. 
Notary Public 

Lucille E. Ramsey 

By: 

STATE OF 

COUNTY OF 

SS 

The foregoing instrument was acknowledged before me this day of , 2019, by LuC111C E. Ramsey. 

Notary Public 

Carolyn A. Keller 

By: 

STATE OF ) 

SS 
COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of , 2019, by Carolyn A. Keller. 

Notary Public 



Royalty Owners 

Snyder Royalty, LLC 

Bv: 
Title: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of 2019, by 

as of Snyder Royalty, LLC. 

Notary Public 

Kathryn S. Maxwell Trust 
By: 
Title: 

STATE OF 
SS 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of 2019, by 

as of Kathryn S. Maxwell Trust. 

Notary Public 
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EXHIBIT "1" 
UNIT BOUNDARY MAP 

RIVER BEND CHESTER UNIT - FINNEY COUNTY, KANSAS 
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EXHIBIT "2" 
CALCULATION OF TRACT PARTICIPATION FACTORS, SINGLE PHASE 

RIVER BEND CHESTER UNIT - FINNEY COUNTY, KANSAS 
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1 trs ..~ 1~ '~ 

NWfR 

6 Sec. 34: T24S-R32W NE/8 1 1~7 7 12596 ll.196 11.1'ti 15.!?5`b 

7 Sec. 34: T24S-R32YV SE/4 1 21 G 125% 2.896 0.096 2.4296 

=River Bend k5 Usable Wel(bore and 8 745 67 10096 1d04P~ 10046 100.00% 
Remaining Pri mary spl it SOJ50 between 
Tracts 2 & 3. Remai ni rtg Primary AI I d eci m a I s su bj xt to rounding 
calculated as ofApril 30, 2019 
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EXHIBIT "3" 
ROYALTY OWNERS 

RIVER BEND CHESTER UNIT - FINNEY COUNTY, KANSAS 

Tract # Legal Description Royalty Owners NRI 

1
That certain portion of Sec. 
26 &Sec. 27-T245-R32W 
Underlying the Arkansas 
River 

State of Kansas 0.45397% 

Tract 1 Total 0.45397% 

2 Lot 1 of Sec. 27-T24S-R32W JEFCO Investments, LLC 0.25491% 

2 Lot 1 of Sec. 27-T24S-R32W 
Sylvia L. Lehman, Lyle E. Mohler and 

Dana B. Lehman, JTWROS 
0.02575% 

2 Lot 1 of Sec. 27-T245-R32W Sylvia L. Lehman 0.00429% 

2 Lot 1 of Sec. 27-T24S-R32W Regent Oil &Gas Company, L.P. 0.00406% 

2 Lot 1 of Sec. 27-T245-R32W Hugoton II Partnership 0.01149% 

2 Lot 1 of Sec. 27-T24S-R32W 
The Board of Trustees of the Leland Stanford 

Junior University 
0.01149% 

2 Lot 1 of Sec. 27-T24S-R32W Arkoma Basin Exploration Co. 0.00195% 

2 Lot 1 of Sec. 27-T24S-R32W ARJO Properties, Ltd. 0.12017% 

2 Lot 1 of Sec. 27-T24S-R32W Chesapeake Royalty Company 0.00068% 

2 Lot 1 of Sec. 27-T24S-R32W Kansas Royalty Holdings 0.00038% 

2 Lot 1 of Sec. 27-T24S-R32W Snyder Radio, Inc. 0.00969% 

2 Lot 1 of Sec. 27-T24S-R32W 
Curtis Schlereth and Presentation Schlereth, 

JTWROS 
0.00088% 

2 Lot 1 of Sec. 27-T24S-R32W Ernesto D. Torres and Guadalupe Torres, JTWROS 0.00449% 

2 Lot 1 of Sec. 27-T24S-R32W National By-Products, Inc. 0.01299% 

2 Lot 1 of Sec. 27-T24S-R32W Bonnie Katherine Bruington 0.00276% 

2 Lot 1 of Sec. 27-T24S-R32W O'Breate Realty, LLC 0.00742% 

2 Lot i of Sec. 27-T24S-R32W Bonanza Bioenergy, LLC 0.00110% 

2 Lot 1 of Sec. 27-T24S-R32W Concrete Products of Garden City, Inc. 0.00091% 

2 Lot 1 of Sec. 27-T24S-R32W 
Tomas Felix, Arminda Felix, Jose Luis Felix, and 

Mayra Felix, JTWROS 
0.01070% 

2 Lot 1 of Sec. 27-T24S-R32W Transportation Partners &Logistics LLC 0.00768% 

2 Lot 1 of Sec. 27-T24S-R32W Rock Fund I, Ltd. 0.00026% 

2 Lot i of Sec. 27-T24S-R32W The Yield Master Fund II, L.P. 0.00117% 

2 Lot 1 of Sec. 27-T245-R32W Adobe Acquisition, LLC 0.00004% 

2 Lot 1 of Sec. 27-T24S-R32W Cristoforo Vicente and Irma Vicente, JTWROS 0.00500% 

2 Lot 1 of Sec. 27-T24S-R32W 
Raymond Cornelson and Doris Cornelson, 

JTWROS 
o

0.00166/ 

2 Lot 1 of Sec. 27-T245-R32W ARJO Properties, Ltd. 0.00166% 
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2 Lot 1 of Sec. 27-T24S-R32W 
David Novack, Amy Wickwar, and Willie Novak, 

JTROC 
o

0.00771/ 

2 Lot 1 of Sec. 27-T245-R32W Wheatland Electrical Cooperative, Inc. 0.00061% 

2 Lot 1 of Sec. 27-T24S-R32W Roberto Rubalcaba 0.00408% 

Tract 2 Total 0.51598% 

3 Lot 1 of Sec. 26-T245-R32W Louella V Ebert 0.34533% 

3 Lot 1 of Sec. 26-T245-R32W Dorothy Krantz 034533% 

3 Lot 1 of Sec. 26-T245-R32W Delbert C Stinemetz 0.33506% 

3 Lot 1 of Sec. 26-T245-R32W Loretta D Sketers 0.17266% 

3 Lot 1 of Sec. 26-T24S-R32W Timothy Hazelton 0.08633% 

3 Lot 1 of Sec. 26-T245-R32W Kim Bennett 0.08633% 

3 Lot 1 of Sec. 26-T24S-R32W James Allen Altergott 0.08633% 

3 Lot 1 of Sec. 26-T24S-R32W Vicki Joanne Palmer 0.08633% 

3 Lot 1 of Sec. 26-T24S-R32W Garden City Industrial Park, LLC 0.07247% 

3 Lot 1 of Sec. 26-T245-R32W James Hazelton 0.05755% 

3 Lot 1 of Sec. 26-T24S-R32W Tyler Hazelton 0.02878% 

3 Lot 1 of Sec. 26-T24S-R32W Lois E Scheyer 0.02878% 

3 Lot 1 of Sec. 26-T24S-R32W David E Hamilton 0.02878% 

3 Lot 1 of Sec. 26-T24S-R32W Nancy J Hornbaker 0.02878% 

3 Lot 1 of Sec. 26-T24S-R32W Louis A Huber 0.01302% 

3 Lot 1 of Sec. 26-T24S-R32W Barbara J Huber 0.01302% 

3 Lot 1 of Sec. 26-T24S-R32W Robin L Huber 0.01302% 

3 Lot 1 of Sec. 26-T24S-R32W Debora A Huber 0.01302% 

3 Lot 1 of Sec. 26-T24S-R32W Southwest Petroleum Company, LP 0.00036% 

3 Lot 1 of Sec. 26-T24S-R32W Cobra Petroleum Company, LP 0.00036% 

3 Lot 1 of Sec. 26-T24S-R32W Douglas J Renick 0.00010% 

Tract 3 Total 1.84174% 

4 Lot 7 & W/25W/4 of Sec. 26- 
T245-R32W 

Brookover Land Enterprises, LP 5.49746% 

Tract 4 Total 5.49746% 

5 W/2NW/4 of Sec. 35-T24S- 
R32W 

grookover Land Enterprises, LP 1.44657% 

5 W/2NW/4 of Sec. 35-T245- 
R32W 

Brookover Feed Yards, Inc. 0.15453% 

5 W/2NW/4 of Sec. 35-T24S- 
R32W 

Jeanette Raymond Hutchinson 0.40127% 

5 W/2NW/4 of Sec. 35-T24S- 
R32W 

MAW Oil &Gas, LLC 0.00399% 

Tract 5 Total 2.00636% 

6 E/2 NE/4 of Sec. 34-T24S- 
R32W 

Lucille E Ramsey 0.23518% 
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E/2 NE/4 of Sec. 34-T245- 6
Carolyn A Keller 0.23518% 

R32W 
E/2 NE/4 of Sec. 34-T24S- 6

Snyder Royalty, LLC 0.23518% 
R32W 
E/2 NE/4 of Sec. 34-T24S- 6

~/illiam H & Erma C Damme Farms, LLC 0.94073% 
R32W 
E/2 NE/4 of Sec. 34-T245- 6

Kathryn S Maxwell Trust 0.23518% 
R32 W 

Tract 6 Total 1.88145% 

7 SE/4 of Sec. 34: T24S-R32W Lucille E Ramsey 0.03788% 

7 SE/4 of Sec. 34: T24S-R32W Carolyn A Keller 0.03788% 

7 SE/4 of Sec. 34: T24S-R32W Snyder Royalty, LLC 0.03788% 

7 SE/4 of Sec. 34: T24S-R32W William H & Erma C Damme Farms, LLC 0.15152% 

7 SE/4 of Sec. 34: T24S-R32W Kathryn S Maxwell Trust 0.03788% 

Tract 7 Total 0.30304% 

U N IT TOTAL 12.50000% 
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EXHIBIT "4" 
WORKING INTEREST OWNERS 

RIVER BEND CHESTER UNIT - FINNEY COUNTY, KANSAS 

Tract # Legal Description 
Working Interest 

NRI Address 
Owners 

That certain portion of Sec. 
26 &Sec. 27-T24S-R32W Merit Hugoton, LP 13727 Noel Road, Suite 1200, 

1 Underlying the Arkansas (Oxy14) 
a

3'177~8~ Dallas, TX 75240 
River 

Tract 1 Total 3.17778% 

2 Lot 1 of Sec. 27-T24S-R32W 
Merit Hugoton, LP 

3.61188% 
13727 Noel Road, Suite 1200, 

(Oxy14) Dallas, TX 75240 

Tract 2 Total 3.61188% 

3 Lot 1 of Sec. 26-T24S-R32W 
Merit Hugoton, LP 

12 g922~~ 
13727 Noel Road, Suite 1200, 

(Oxy14) Dallas, TX 75240 

Tract 3 Total 12.89220% 

Lot 7 & W/25W/4 of Sec. Merit Hugoton, LP 13727 Noel Road, Suite 1200, 4
26-T24S-R32W (Oxy14) 

38.48219% 
Dallas, TX 75240 

Tract 4 Total 38.48219% 

W/2NW/4 of Sec. 35-T24S- Merit Hugoton, LP 13727 Noel Road, Suite 1200, 5
R32W (Oxy14) 

14.04449% 
Dallas, TX 75240 

Tract 5 Total 14.04449% 

E/2 NE/4 of Sec. 34-T24S- Merit Hugoton, LP 13727 Noel Road, Suite 1200, 
6 R32W (CVX) 

o
6.58510% 

Dallas, TX 75240 

c/o Travis Gist, Wells Fargo 
E/2 NE/4 of Sec. 34-T24S- Percival C. Keith Wealth Management 

6 R32W Testamentary Trust 
o

2.46941/ 
201 Main Street, Suite 400, Fort 

Worth, TX 76102 
Jennie Perelman c/o Sara M. Colorado, 

E/2 NE/4 of Sec. 34-T24S- Foundation (as McAndrews &Forbes, Inc. 6
R32W successor to QUIN-T 

1.64627% 
35 East 62nd Street, New York, 

Corporation) NY 10065 

6 E/2 NE/4 of Sec. 34-T245- 
Manuel Corporation 1.23471% 

2020 N. Bramblewood, Wichita, 
R32W KS 67206 

E/2 NE/4 of Sec. 34-T24S- 8080 N. Central Expy, Suite 1420 6
R32W 

ELSR LP 0.61735% 
LB 12, Dallas, TX 75206 

E/2 NE/4 of Sec. 34-T24S- Linksland Operating, 1202 Richardson Drive, #115, 
6 R32W LLC 

0
0.61735/ 

Richardson, TX 75080 

Tract 6 Total 13.17019% 

7 SE/4 of Sec. 34: T24S-R32W 
Merit Hugoton, LP 

2 1212~~ 
13727 Noel Road, Suite 1200, 

(Oxy14) Dallas, TX 75240 

Tract 7 Total 2.12127% 

UNIT TOTAL 87.50000% 
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EXHIBIT C 
To the Application of Merit Energy Company, LLC (#32446) for an order 

authorizing the unitization and unit operation of the River Bend Chester Unit 

Operating Agreement 

ATTACHED 



A.A.P.L. FORM 610-1982 

MODEL FORM OPERATING AGREEMENT 
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OPERATING AGREEMENT 

DATED 
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OPERATOR MERIT ENERGY COMPANY, LLC 
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A.A.P.L. FORM 6l0 -MODEL FORM OPERATING AGREEMENT - 1982 

OPERATING AGREEMENT 
1 

2 THIS AGREEMENT, entered in(o by and belwern Merit Enerev Comnanv. LLC 

3 13727 Noel Road, Suite 1200, Dallas, 7X 75240 , IiereinaRer designated and 

4 rcfcrtcd to as "Operatoi', and the signatory pasty or partics othcr than Operator, somctimcs hcrcinaftcr rcfcrrcd to individually hcrcin 

5 as "Non-Operator", and collectively as "Non-Operators". 

6 

7 WITNESSETH: 

8 

9 WHEREAS, the parties to tliis agreement are owners of oil and gas leases and/or oil and gas interests in i.he land identified in 

~0 Exhibit "A", and the pa~Yies hereto have reached an a~eement to fwther explore and develop These leases and/or oil and gas interests pursuant 

11 ~o unit operations u[iliziug enhanced oil recovery methods in order ro

12 produce oil to the extent and as hereinafter provided, 
13 

14 HOW, THEREFORE, it is agreed as follows: 
15 

1 F ARTICLE I. 

17 DEFINITIONS 
IR 

19 As used in this agreement, ffie following words and terms shall lave [he meanings here ascribed ro them: 

20 A. The term "oil and gas" shall mean oil, gas, casinghead gas, gas condensate, and all olhe~~ liquid or gaseous hydrocarbons 

2 ~ and other marketable substances produced Iherewi[h, unless an intent to limit the inclusiveness of this team is specifically slaked. Specifically, 

22 the term `biP' shall mean oil and its associated and constiNen[ pacts, including casinghead gas or solution gas, and other liquid or 

Z3 gaseous hydrocarbons athibutable [o the oil estate. 

24 

25 
B. The terms "oil and gas lease", "lease" and "IeaseLold" shall mean the oil and gas leases covering tracts of land 

26 
and depd~s lying within the Conu~act Area which are owned by [he parties to [his agreement. 

27 C. The [eim "oil and gas interests" shall mean unleased fee and mineral interests in tracts of laud lying wi[hi❑ the 

28 Contact Area which aze ovmed by parties ro this agreement. 

29 
D. The teen "Contract Area" shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be 

~~ develoNed and opereted for oil and gas pueposes under this a~~eement. Such lands, oil and gas leasehold interests and oil and gas interests 

3 ~ are described in E~iibit "A". The teem "Contract Area", insofar as it pertains to sulfate area, shall have tUe same meaning prescribed 

3Z 
to the term "Ui~it.Area" by K.S.A. 55-1305(a). 

33 
E. The term "dulling uniP' shall mean the area fixed for the drilling of one well by order or rule of any state or 

34 
federal body having authority. If a drilling unit is not Fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-

35 ed by the pattern of drilling in the Contract Area or as fined by express agreement of the Drilling Parties. 

36 
F. The term "drillsile" shall mcan the governmental quarter-sectioq or part thereof, covered by the oil and gas lease or interest upon 

3~ which a proposed well is to be located. 

38 G. The Icrms "Dulling Party" and "Consenting Party" shall mean a party who agrccs m join in and pay its share of the cost of 

39 
any operation conducted under the provisions o([his agrccmrnt. 

40 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate 

4 ~ in a proposed operation. 

42 I. The term "unit operations" shall mean the opeeations described and contemplated by Article VI. A. 

43 J. The term "Entranced Oil Recovery" or "EOR" means any process involving the injection of water, gas or other fluids, or 

44 combinations thereof, in order [o introduce artificial energy into a pout or part [hereof to increase the ultimate recovery of oil and gas. 

45 
K. The term "KCC" shall mea¢ [he Sfa[e Corporation Commission of the State of Kansas. 

46 
L. The term "majority in interesP' shall mean any Party or Parties holding, in av~egate, more than fifty percent (50 %) of the 

47 oxmersliip interests shown on Exhibit "A." 

48 M. i'he teem "Unit Agreemenf' shall mean U~at certain agreement titled, "Unit Agreement River Bend Chester Unit " 

49 N. The term "pool" shall have the same meaning prescribed by K.S.A. 55-1302(6). 

50 
O. The term "e[l'ective da(e" shall be the efY'ec[ive dale of the Unit Agreemrn[. 

51 P. The Icmi "unitized formation" shall mean the stratigraphic equivalent of the Chcstcr formation rncountcrcd in the 

52 
subsurface of the Contract Arca as follows: The top oFthc unitized fornia[ion is the fop of the Chcstcr formation, found at a measured 

53 
depth of 4,798 fee[ (-1,946 subsea true veaical depth) in the River Bend #6 well (API 15-055-22505), and the base of [he unitized 

54 
formation is the base of the Chester formation, found at a measured depth of 4,835 fee[ (-1,983 subsea nve vertical depth) in the same 

55 
River Bcnd tJ6 well, it being the intent that the covered depths include all the stratigaphic equivalent of the Chester formation beneatli 

56 
~~~e Contract Area. 

57 Unless the context otherwise clearly indicates, words used i~~ the singular include the plural, the plwal includes [he 

58 singular, and the neuter gender includes the masculine and the featinine. 

59 

60 
ARTICLE R. 

61 
EXEIIBITS 

62 

63 
The following e~chibits, as indicated below and attached hereto, are incorporated in and made a part hereof: 

64 D A. Exhibit "A", shall include the following infomtation~ 

65 
~I) Identification of lands subject to Uiis ag~eemen[, 

66 
(2) Resaictions, if any, as to depths, formations, or substances, 

67 (3) Percentages or fractional interests of pazties to this agreement, 

68 
~4) Oil and gas leases and/or oil and gas interests subject to this agreement, 

69 
LS) Addresses of parties for notice purposes. 

70 D B. E~~ibit "B", Fonn of Lease. 

D C. Exhibit "C", Accounting Procedure. 

m D. Exhibit "P", inswance. 

-~-
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D E. E~ubit "E", Development Plan. 

1 D G. Enliibi[ "G", Memorandum of Operating Agreement acid Norice of Severity Interest. 

2 ff any provision of any exhibit, except Exhibits "F," and "G", is inconsistent with any provision contained in the body 

3 of this agreement, the provisions in the body of this agreement shall prevail. All (eons and words used in the above-described Exhibits, 

4 and any supporting schedules, shall have the same meanings prescribeA in this agreement. 
5 
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A.A.P.L. FORM 610 -MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE III. 

INTERESTS OF PARTIES 

2 

3 A. Oil and Gas Iutcrests: 
4 

5 If any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all proposes of tliis agreement 

6 and during the berm hereof as if it were covered by the form of ail and gas lease attached hereto ax Exhibit "B", and the owner thereof 

7 shall be deemed [o own both the royalty interest rescrvcd in such lease and the interest of the lessee thereunder. 

8 

9 B, Interests of Parfies in Costs and Production: 

10 

~ ~ Unless changed by other provisions, all costs and liabilities inwrred in operations under this agreement shall be borne and 

1z paid, and all equipment and materials acquired in operations on tl~e Contract Area shall be onmed, by the parties as their interests aze set 

13 forth in Erzhibit "A".` In the same manner, the parties shall also own al] production of oil fi~om the Contract Area subject ~o the 

~4 Payment of royalties to [he extent of one-eiehih (] /81 which shall be borne as hereinafter set forth. 

15 ~ Title to all equipmen~, materials, fixtures and other property appwtenant [o, or used in connection with existing oil and gas operations 

~ 6 that is siNated on any leasehold or oil and gas interest, all or a portion of which is included in the Convact Area, and which is utilized 

~ 7 in unit operations pursuant to this agreement, shall remain owned and title 100 % vested with the party(ies) contributing such leasehold 

18 or oil and gas interest during the term of This agreement and thereafter its tettnination, unless otherwise agreed to in writing. 

19 Regazdless of which party has contributed the leases) and/or oil and gas interests) hereto on which royalty is due and 

20 payable, each party entitled to receive a shaze of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or 

zl cause to be paid or delivered, to the extent of its interest in such production, the royalty amount stipulated hereinabove and shall hold the 

ZZ other parties Cree firm any liability therefor. No paz-ty shall ever be responsible, however, on a price basis higher than [he price received 

23 6y such party, [o any other party's lessor or royalty oumer, and if any such other pa~Ty's lessor or royalty owner should demand and 

24 receive settlement on a higher price basis, the party conbibuting the affected lease shall bear the additional royalty burden attributable [o 

ZS such higher price. 

26 

Z7 Nothing contained in Ihis Article III.B. shall be deemed a~i assignment or cross-assignment of interests covered hereby. 

28 

z9 C. Excess Royalties, Overriding Royalties and Other Payments: 

30 

31 Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to a~iy royalty, 

32 overriding royalty, production payment or other burden on production in excess of the amount stipulateA in Article III.B., such pazTy so 

33 burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto hazmless from any 

74 ~d all claims u~d demands for payment asseRed by owners of such excess burden. 

35 

36 D. Subsequently Created Interests: 

37 

3A If any party should hereafter create an overriding royalty, production payment or other burden payable out of production 

79 attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set fotlh in Enhibit "A", or 

40 ~yy~ not discbsed in writing to all other parties prior to the execution of this agreement by all parties, or is not ajointly acknowledged and 

4~ accepted obligation of all parties (any such interest being hereinafter referred to as "subsequently created in[eresY' in~espective of the 

QZ timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred 

43 to as "burdened pasty"), and: 

44 

45 L If the burdened party is required under this agreement to assign or relinquish fo any other party, or parties, all or a portion 

46 of its working interest and/or [he production attribwable thereto, said otlier party, or pazties, shall receive said assignment and/or 

47 production free and clear of said subsequently created interest and the burdened party shall indemnify and save said other party, 

48 or parties, harmless from any and all claims and demands for payment asserted by oumers of the subsequentty created u~[eres[; 

49 and, 

50 

51 2. If the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VII.B. shall be 

Sz enforceable against [he subsequently created interest in the same manner as they are enforceable against the working interest of 

53 the burdened party. 

54 

55 ARTICLE IV. 

56 TITLES 

57 

5g A. Title Examination: 

59 

60 Tide examination shall be made on tl~e drillsite of any proposed well prior to commencement of drilling operations or, if 

~ 1 the Drilling PaRies so request, title examination shall be made on the leases and/or oil and gas interests included, or planned to be includ-

6z ed, ui the drilling tint[ azound such well Title exunination shall mean an examination of title conducted by the staff of Operator, including 

63 its landmen and staff attorneys, and/or Operator contracted third-party landmen and outside attorneys sufficient to cleaz title for 

64 drilling pwposes to the reasonable satisfaction of Operator. The examination will include [Ue ownership of [he working interest, 

65 minerals, royalty, overriding 

66 royalty and production payments wider the applicable leases. At the time a well is proposed, each party conhibuting leases and/or oil and 

67 gas interests [o [he drillsite, or [o be included in such drilling unit, shall furnish to Opeiamr all abstracts (including federal lease staNs 

68 reports), title opinions, title papers and wrative material in its possession free of charge. All such information not in the possession of or 

69 made avajlabl~ tq Operator by the azties, but yecessary for [he examination of the title, shall be obtained by Operator. The cost incurred by 
~~ Openmr m tli~s trtfe prograzu shall ~e borne as Iollows: 
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ARTICLE IV 

continued 

to landmen, whetlier third-pasty wn~acted or employed by Operator, and 
1 D Option No. 2: Costs incurred by Operator ui procuring abstracts and fees paid / ouf~ide attorneys for title examinauon 

and costs associated with any t¢le op~mm~ ah~eady obtained by Operator 
2 (including preliminary, supplemental, shut-in gas royalty opinions, division order title opinions /)shall be borne by the Drilling Parties 

3 in the proportion that the interest of each Drilling Party bears to [he total interest of all Drilling Parties as such in~eres~s appear in Ex-

4 hibit "A". Operator shall make no charge for scrviccs rendered by ids stafT attorneys or other personnel in the performance of the above 

5 functions. 

6 

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

S with Icascs or oil and gas intacsts contribu[cd by such party. Opera[or shall be responsiblc far the preparation and recording of pooling 
9 or unitization 

desi~,ma[ions or declarations as well as tk~e conduct of hearings before governmental agencies for the securing of spacing, pooling /orders. 

10 '['hey shall not prevent ens party from appeazing on its own behalf at any such hearing. 

11 
pr used in cowection withuI~it operations 

lz No well shall be drilled / on the Contract Area until after (l) [he title to Use drillsite or drilling unit has been examined as above 

13 provided, and (2) (i) the title has been approved by the examining attorney, (ii) title has been accepted by all of the parties who are to pnr-

14 ticipate in the drilling of the well, or (iii) tide has been accepted fo [he reasonable satisfaction of Ope~a[or. 

IS 

16 g, Loss of Title: 

17 

18 All losses incun~ed shall be joint losses 

19 and shall be borne by all pasties in proportion m their interests. There shall be no readjushnent of interests in the remaining portion of 

z0 the Contract Area. 
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ARTICLE V. 

OPERATOR 

3 

4 A. Designation and Responsibilities of Operator: 

5 

6 Merit Energy Com~anv, LLC shall be the 

7 Operntor of [he Contract Area, and shall conduct and direct and leave full control of al] operations on the Contract Area as permitted and 

8 required by, and wiUiin the limits of this agreement.,It shall cgnducS all such ogeratioqs. in a ood and wgrkFnanlike manner, but it shall 
m conuectmn wllh Operator s activ~hes, ac s and/or omissmns related to this agreement 

9 have ao liability as Operaror to the other parties for losses sustained or IiabiLkes incurred / ,except such as may result from willful misconduct. 

10 

1 l B. Resignation or Removal of Operator and Selection of Successor: 

12 

13 I. Resi~ation or Removal of Operator: Operator may resign at any time by giving written notice thereof mNon-Operators. 

~4 If Operator terminates its legal existence, Operator shall be deemed to have resided witliou[ any action by Non-Operators, except the selzction 

15 
of a successor. Operator 

~~ may be removed if it fails or refuses [o carry out its du[izs hereunder, or becomes insolvent, banknip[ or is placed in receivership, by the 

affirmative vot~of Non-Operators olynigg a majority iuler4~st based ono grship as shown on E~chibit "A" .Such resignation or removal sh ll 
17 not ecome el tectrve unto 9~U o'cicek A.M. on ~~ie 

18 first day of the calendar month following the expiration of ninety (90) days aRer the giving of notice of resignation by Opeia~or or action 

19 by the Non-Operators to remove 0pera(or, unless a succe sor pperstor has been selected and assumes fhe duties of Operator at an earlier 
20 date. Operator, after effective date of res~gnatlon or remova~, shall be bound by the terms hereof as a Non-Operamr, unless Operator owns no 

z ~ interest in the Contract Area, in which case its rights and obligations hereunder shall terminate, except as to those liabilities that 

zz 
accrued prior to such termination. A change of a coo- 

z3 
pora[e name or s4ucnve of Operator or transfer of Operator's interest [o any single subsidiary, parent or successor corporation shall no[ 

24 
be the basis for removal of Operator. 

25 

Z6 
2. Scicetion of Successor Oucrator: Upon the resignation or removal of Operator, a successor Operator shall be scice[cd by 

27 the parties. The successor Operator shall be selected Rom the parties owning an interest in [he Contract Area at the time such successor 

28 
Operator is selected. The successor Operator shall bz selected by the affinnativc vote of paroes owning a majrnity interest 

29 
based on ownership as shoum on E~chibit "A"; provided, however, if an Operator which has been removed fails to vote or votes only to 

30 succeed itself, the successor Operetor shall be selected by the affirmative vote of paRies owning a majority interest based 

3 ~ on ownership as shown on Eaehibit "A" remaining after excluding the voting interest of the Operator that was removed. 

32 

33 
C. Employees: 

74 

35 
The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the 

36 
CO1nPensation for services peifonned shall be determined by Operator, and all such employees shall be the employees of Operator. 

37 

3R 
D. Drilling Contracts: 

39 Conus6Ls fqr rewo ~ked, deepene , pluP~ ed back, or convened for injegtion or some Other pwposes 
40 / al] wells dulled / on the ~o~iract Mea ~iafl be 6~d on a compedhve contract basis consistent vntl~ practices prevailing 

in the aSea it so 
4l r~workmg, deep~j~ , pl~~ing-6~or ~omasion 
42 desires, Operaror may employ its own tools and egwpment m the ding o wells, but ~ls charges therefor shall not exceed the prevailing 

43 
gates in the area, and 

44 
such work shall be performed by Operator under [he same [e ms and conditions as are wstomary and usual in the area in conhacts of in-

45 
dependent contractors who are doing work of a similar nature. 

46 

47 

48 

49 
AR'T'ICLE VI. 

50 
DRILLING AND DEVELOPMENT 

51 

52 

53 
A. Initial Unit Operations: 

54 

55 

56 Operator shall commence [o implement the Eiil~anced Oil Recovery operations described in the Development Plan attached as Exhibit 

57 "E" within the unitized fortnalion on the Contact Arca not later than ninety (90) days akcr the 8ffcctivc Datc. All pa~tics hereby acknowledge 

58 and agree that Operator shall have, in its sole discretion, the authoriTy [o implement all of a portion of the Development Plan as hereinafter 

59 provided. 

60 
~~ If Operator de[ennines that the production of oil resulting from ongoing Enhanced Oil Recovery operations is inadequate to 

economically continue implemrn[a[ion of [he Development Plau, or [Vat die production of oil resulting from fiuther implementation of [he 
bZ 

Development Plan is no longer necessary or advisable, then Operator shall not be required to continue implementation of the Development 
63 plan and may suspend or terminate the Development Plan. 
64 

65 If Operator determines [he unit operations as a whole should be abandoned it shall fallow the procedures set fodh in Article VLE as 

66 [o the plugging and abandomnent of all wells utilized in unit operations, and [he parties rights and obligations shall be as set forth in said Article 

67 VI.E as to all of such wells, and the associated salvageable material, equipment and property used in ronnection Therewith. 

68 

69 All parties hereby further acknowledge and agree that Operator may revise, modify, amend replace, in whole or in part, or oUierwise 

70 change the Development Plan at any time while this agreement is in force and effect, provided such changes are consistent with the pwpose 

and objective of the FOR operations contemplated thereby, wUen in Operator's sole discretion it is necessary or advisable to do so in order m 
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maximize [he eflicien[ and economic recovery of oil from [he unitized formation, and any such revised, modified, amended, replaced or 

~ otherwise changed Development Plan shall [hereafter be treated as if it were the original Development Plan adopted pursuant to [his agreement 

2 and will be implemented as ]ui[ial Unit Operations herewider. 

3 
4 Scc Article XV.G for provisions govcmin~ consent to the Initial Uni[ Operations dcscribcd hcrcin this Artidc VI.A. 
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ARTICLE Vl 
continued 

4 B. Subsequent Operations: 
5 

6 I. Proposed Ooeralions: Should any party hereto desire to drill any well on [he Contract Area other than the well provided 

~ for in Article VI.A, or to rework, deepen or plug back a dry hole drilled at [he joint expense of all pazties or a well jointly owned by all 

8 the parties and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give [he 

9 other paRies written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-

~~ lion and the estima[eA cost of [he operd[ion. The parties receiving such a notice shall have thirty (30) days after receipt of the notice 

~ 1 within which to notify the pa~Ty wishing to d~ ~z µ'ork whetUer they elect to paiticipatz in thz cost of Uie proposed operation. If a drill-
dn I, 

12 ing rig is on location, notice of a proposal to /rework, plug back or drill deeper may be given by telephone and [he response period shall be 
l3 ~~mited to fogy-eight (48) Hours, exclusive of Saturday, Sunday, and legal holidays. Failure of a paiTy receiving such notice to reply within 

14 the period above fixed shall consritute an election by that pally not to participate in the cost of the proposed operation. My notice or 
15 response given by telephone shall be promptly confirmed in writing. 
16 

17 

l8 

19 If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of [he notice 

20 period of thirty (30) days (or as promptly as possible after [he expiration of the forty-eight (48) hour period when a drilling rig is on loca-
21 lion, as the case may be), actually commence the proposed operation and wmplete it with due diligence at the risk and expense of all pary 
Zz ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties, 
23 for a period of up to ihir[y (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary ~o obtain 

ZQ pernvts from governmental authorities, swface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex-
ZS amination or curative matter required for title approval or acceptance. Notwithstanding [he force majeure provisions of Article XI, if tl~e 
Z6 acNal operation has riot been commenced within the time provided (including any extension thereof as specifically permitted herein) and 

27 if any party hereto still desires to conduct said operation, written notice proposing same must Ue resubmitted to [he other parties in accory 

28 dance with die provisions hereof as if no prior proposal had been made. 
29 

30 

31 

32 z. Operations by Lcss than rlll Paz[ies: If any paRy rece1v~pg such qo[ice as pr4vided~'n,q~Ijcle VLF. . elects not to pariicipate in the 
33 Propos ~o ~Fien—~ to 6e entitled to the benefits of this lutic~e, the pazty or pazt~es 

jq giving the notice and such other parties as shall elect to participate in the operation shall, within ninety (90) days after [he evepiration of 

35 the notice period of thidy (30) days (or as promptly as possble aRer the expiration of the forty-eight (48) hour period when a drilling rig is 

36 on location, as the case may be) actually commence die proposed operation and complete it with due diligence. Operator shall perform all 

~~ work for the account of [he Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is 

3R allon-Consenting PaiTy, tl~e Consenting ~~ties shaJC (a) request Operator to perform [he work required by such proposed opeia-
and-i operator aeplines, 

gq lion for the account of the Consenting Parties, / (b) des~gna[e one Q) of the Consenting Parties as Operator to pedonn such work. Con-

qp seating Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and con-

q ~ ditions of this agreement. 

42 

43 

44 

q5 If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable 

qb notice period, shall advise the Consenting Parties of the total inheres[ of the parties approving such operation and its recommendation as 

q~ ~o whether the Consenting Parcies should proceed with the operation as proposed. Each Consenting Party, within forty-eigLt (48) hours 

qg (exclusive of Satw~day, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-

qq ticipa[ion ~o such party's interest as shown on Exhibit "A" or (b) carry its proportionate pazt of Non-Consenting Parties' interests, and 

50 ~~lure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for 

5 ~ such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing pa~Ty, 

SZ at its election, may withdraw such proposal if there is insufficient participation and shall pmmpdy notify all parties of such decision. 

53 

54 

55 If ma ority of [lte Conseil[w g PartieS ap~ ee, some or all of the No¢-Consent rig Parties' 1~n[erest in the proposed subsequet~[ opera ion ma be 
oft~ered~to one or more lhvd parties for [he sole urpose of participating m the proposed operation up and until die Non-Consenlm Par~ies' 

56 ~n[erests are recovered pursuant t~ ~~s Ar[igle VPB. My such third party shall be required to become a pazly to this agreement, an~ shall be 
treated as a Conscn~ing Party whi c a participant m the subsequent operation. 

57 

58 The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have 
same 59 elected to bear under the / terms of the preceding pa~ae~aph. Consenting Parties shall keep the leasehold estates involved in such 

~'~ operations free and cleaz of all liens and encumbrances of every kind created by or arising fi'om the operations of the Consenting Parties. 

~'~ If such an operation results in a dry hole, the Consenting Parties shall plug and abandon [he well and restore the surface location at their 
62 

sole cos4 risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of [his Article results in a pro- 

63 ducer of oil and/or gas in paying quart¢ties, the Consenting Parties shall complete and equip the well fo produce a[ then sole cost and risk, 
64 

65 

66 

67 

68 

fig 

70 
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ARTICLE VI 
continued 

~ and ~hc well shall then be turned over m Operator and shall be operated by it at the expense and for the account of the Consenting Par-

2 ties. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties 

3 in accordance with the provisions of this Article, each Non-Conscnting Party shall be deemed Lo have relinquisheA to Consenting Parties, 

q and the Consenting Parties shall own and be entitled to receive, in propoRion to their respective interests, all oC such Non-Consenting 

5 Party's interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or 

market value thereof if such sUare is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and oUier in-

7 terests not excepted by Article III.D. payable out of or measured by the production from such well accruing with respect to such interest 

g until it reverts) shall equal the total of the following: 

9 

l0 

11 

12 (a) 100% of each such Non-Consenting Pazty's share of the cost of auy newly acquired surface equipment beyond the wellhead 

13 connections (including, but not limited to, stock tacks, separators, treaters, pumping equipment and piping), plus l00% of each such 

~q Non-Consenting PaiTy's share of the cost of operation of the well commencing with first production and continuing until each such Non-

IS Consenting Party's relinquished interest shall revert to i[ under other provisions of this Article, it being agreed [ha[ each Non-

16 Consenting Party's shaz~e of such costs and equipment will be that interest which would have been chargeable to such Non-Cousen[ing 

~ 7 Party had i[ participated in the well from the beginning of the operations; and 

18 

l9 

20 

2~ (b) 300 % of [hat portion of the costs and cxpcnscs of dolling, reworking, dccpcning, plugging back, testing and completing, 

ZZ and 300 % of [ha[ portion of the cost of newly acquired equip-

Z3 ment in [he well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Pally if i[ bad 

24 participated therein. 

25 

26 

27 

Zg M election not to participate in the drilling or the deepening of a well shall be deemed an election not to participate in any re-

Z9 working or plue„sing back operation proposed in such a well, or portion thereof, to which the initial Non-Consent elution applied that is 

3p conducted at any time prior to full recovery by the Consenting Pasties of the Non-Consenting Party's recoupment account. Any such 

9 ~ reworking or plugging back operation conducted dining the recoupment period shall be deemed part of [he cost of operation of said well 

3z and there shall be added [o the sums to be recouped by the Co~~senting Parties one hundred percent Q00%) of that portion of the costs of 

33 the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had it participated therein. If 

34 such a reworking or plugging back operation is proposed dining such recoupmen[ period, the provisions of this Article VI.D. shall be ap-

35 plicable as between said Consenting Parties in said well. 

36 

37 

3R 

79 During the period of time Consenting Parties are entitled to receive Nan-Consenting Party's share of production, or the 

q0 proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other 

q~ taxes, and all royalty, ovcmding royalty and other burdens applicable ro Non-Consenting Party's share of production not excepted by Ar-

42 ~icle Ill.D. 

43 

44 

45 
drillinK'

q( In the case of any / rewoPlcing, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use, free 

q~ of cost, all casing Nbing acid other ~g~uipment in the well, but the ownership of all such equipment shall remain unchanged; and upon 
dnlfmR 

qg abandonment of a well afrer sucU / rewo7cing, pluming back or deeper drilling, [he Consenting Parties shall account for all such equip-

q9 ment to [he owners [hereof, with each paiTy receiving its proponionate part in kind or in value, less cost of salvage. 

50 

51 

52 

93 Withui si~cty (60) days after the completion of aay operation under this Article, the party conducting the operations for the 

54 Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an 

55 itemized statement of the cost of drilling, deepening plugging back, testing, completing, and equipping the well for production; or, a[ its 

56 option, the operating party, iii lieu of an itemized statement of such costs of operalioq ntay submit a detailed statement of montlily bill-

57 ings. Each month thereafter, during the time the Cousen[ing Parties are being reimhwsed as provided above, [he pa~Ty conducting the 

5g operations for the Consenting Parties shall furnish the Non-Consenting Parries with an itemized statement of all costs and liabilities in-

59 curved in the operation of the well, together with a statement of the quantity of oil and gaz produced from it and the amount of proceeds 

(gyp realized from the sale of the welPs working interest production during [he preceding month. In determining the quantity of oil and gas 

(~1 produced during any montli, Consenting Parties shall use industry accepted methods such as, but not limited to, metering or periodic 

(2 well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such operation 

63 which would have been owned by allon-Consenting Party had i~ participamd therein shall be credited against the total unrclumcd costs 

5q of the work done and of [he equipment purchased in determining when the interest of such Non-Consenting Party shall revert to it as 

65 above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Pnr[y. 

66 

67 

68 

69 

70 
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ARTICLE VI 

continued 

~ If and when [he Consenting Parties recover from eNon-Consenting Party's relinquished interest the amounts provided for above, 

Z the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, Crom and after such reversion, such Non-

3 Consenting Party shall own [he same interest in such well, the material and equipment in or pertaining thereto, and the production 

4 therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging 

5 back of said well. Thereafter, such Non-Consenting Party shell be charged with and shell pay its proportionate part of the further costs of 

the opere6on of said well in accordance with the terms of this agreement end the Accounting Procedure attached hereto. 

7 

8 

9 
a a ority in in1eresl 

10 Notwithstanding the provisions of this Article VLB.2, it rs agreed that without the mutua~ ~onsent ot" / no wells shall 

1 I be completed in or produced from the unitiud formation, unless drilled, completed, or 

~2 recompleted pursuant to Article Vi. A. 

13 

14 

15 
tF~e Initial IJn+t Oper~Uons described m Artic~e VI.A 

16 The provisions of [his Artic e sna I ave no app oration whatsoever to / 

17 except 

~ 8 to the e~ctent a party nonconsents rothe Initial Unit Operations in which case this Article shall apply as provided for in Article XV.G. 
19 
Zp Nu well drilled pursuant to this Article shall be deemed to be part of the Initial Unii Operefions absent the Operator's express 

21 written consent. 

22 

23 

24 

Zg 3. Stand-By T~me~ When a well which has been drilled or deepened has reached its authorized depth and ell tests have been 

Z6 completed, and the results theroof furnished to the parties, stand-by costs incurred pending response to a party's notice proposing a 

27 reworking, deepening, plugging back or completing operation in such a well shall be charged end borne as part of the dolling or deepen-

Zg ing operation dust completed. Stand-by costs subsequent to all parties rosponding, or expiration of the response time permitted, whichever 

Zq first occurs, end poor ro agreement as to the participating in terests of all Consenting Parties pursuant to the terms of the second grem-

30 matical paragraph of Article VI,B.2., shell be charged to end borne as part of the proposed operation, but if the proposal is subsequently 

3 ~ vnthdrewn because of insufFicient perticipatioq such stand-by costs shall be allocated between the Consenting Parties in the proportion 

32 each Consenting Party's mcerest es shown on Exhibit "A" bears to the rotal interest es shown on Exhibit "A" of all Consenting Par-

33 ues. 

34 

35 

36 

37 4. Sidetracking: Except as hereinafter provided, [hose provisions of this agreement applicable to a "deepening" operation shall 

38 also be applicable to any proposal to diroctionally control and intentionally deviate a well from vertical so as ro change the bottom hole 

39 location (herein cell "sidetracking"), unless done to straighten the hole or to drill around junk in the hole or because of other 

40 mechanical di~culties. Any party having [he right to participate in a proposed sidetracking operation that does not own en interest in the 

q~ effected well bore et the time of the notice shall, upon electing to participate, [ender to the well bore owners its proportionate share (equal 

qZ to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be uGliud es follows: 

43 

44 

45 

46 la) If the proposal rs for sidetracking en existing dry hole, reimbursement shell be on the basis of the actual costs incuved in 

q~ the initial dolling of the well down to the depth at which the sidetracking operation is initiated. 

48 

49 

50 
51 (b) If the proposal is for sidetracking a well which has previously produced, reimbursement shell be on the basis of the well's 

gZ salvable materials and equipment down m the depth at which the sidetracking operation is initiated, determined in accordance with the 

53 Provisions of Exhibit "C", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. 

54 

55 

56 
g~ In the even[ that notice for a sidetracking operation is given while the drilling rig ro be utilized is on location, the response period 

58 shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and 

59 receive up to eight (8) additional days after expiration of the fortycight (49) hours vnthin which to respond by paying for all stand-by time 

60 incurted during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand 
61 by costs shell be allocated between the parties taking additional time to respond on aday-today basis in the proportion each electing par-

62 ry's interest as shown on Exhibit "A" bears ro the total interest as shown on Exhibit "A" of all the electing parties. In all other in-

63 g~ces the response period In a proposal for sidetracking shall be limited to thirty (JO) days. 

64 

65 

66 

67 

68 

69 
~p C. TAHING PRODUCTION IN KIND: 

The provision only applies upon as "Sale Opt-Out;' as defined in Article XV.C, 
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ARTICLE VI 
continued 

Each party shall take in kind or sepaia[ely dispose of its proportionate shaze of all oil and gas produced from the Contract Area, 

1 exclusive of production which stay be used in development and producing operations and in preparing and treating oil and gas for 

2 marketing purposes and production unavoidably lost. My exva expenditure incurred in the taking iu kind or separate disposition by any 

3 party of ifs proportionate share of the production shall be borne by such party. My party taking its share of production in kind shall be required 

4 to pay only for its proportionate share of such part of Opnra[or's surface facilitics which it uses. 

5 
6 
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9 
l0 
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ARTICLE VI 
continued 

1 

Z Each party shall exew[e such division orders and contrects as may be necessary for the sale of its interest in production from 

3 the Contract Area, and, except as provided in Article VII.B., shall be entitled to receive payment directly from the purchaser thereof for 

4 its shaze of all production. 
5 

9 
~p D. Access [o Contract Area and Information: 

l] 

12 Each party shall have access to the Contract Area a[ all reasonable times, at its sole cost and risk to inspect or observe operations, 

l3 ~d shall have access at reasonable limes [o inTormation pertaini~g to the development or operation [hereof, including Operator's books 

~q and records relating thereto. Operator, upon request, shall furnish each of the otlier paRies with copies of all forms or reports filed wide 

l5 oo~ernmental agencies, daily drilling reports, well logs, tank tables, daily gauge and iun tickets and reports of stock on hand at the first of 

~6 each month, and shall make available samplzs of any cores or cuttings taken from ury well drilled on the Contract Area. The cost of 

17 gathering and famishing information [o Non-Opzrator shall be charged w the Non-Operator that re-

~ g quests the Information. Notwithstanding anything in this a~~eement to the contrary, Operator shall have no obligation to Non-

~q Opernrois to famish, make available, or otherwise share any bade secrets or any information Operator deems to be conEdential or 

Zp proprietary. 

21 My Non-Operetor in default under Article VII.B. shall have no rights under [his Article VI.D. 

Zz E. Abandonment of Wells: 
23 

Z4 L Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B2., any well which has been 
z5 drilled or deepeged under the terms of this agreement and is proposed [o be completed as a dry hole shall not be plumed and abandoned 
Zb a m jonty in intertst 

without ~e consent oT / . Should Operator, after diligent effott, be unable to contact any party, or should any party fail to reply 

27 within foiTy-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of [he proposal to plug and abandon 

Zg such well, such party shall be deemed to have conseNed to the proposed abandonment. All such wells shall be plugged and abandoned in 
z9 accordance with applicable regulations and a[ the cost, risk and expense of the partiu who participated in the cost of dulling or deepening 

30 such well. My party who objects to plugging and abandoning such well shall have the fight to take over the well and conduct further 

3 ~ operations in search of oil and/or gas subject to the provisions of Article V I.B. 
32 

33 z Abandonment of Wells ~ha~ have Produced: Except for any well in which abon-Consent operation has bern conducted 

74 hereunder for which We Consenting Parties have not beeq fully, reimbursed as herein provided, any well which has been completed as a 
35 a masonry in interest ~a a~onty in interest 

producer shall not be pWggcd and abandoned without the conscn~ of / Its / consent [o such abandonment, llic well shall 
36 be plugged and abandoned in accordance with applicable regulations and at [h~ cost, n~k and expense of all the parties hereto. If, vrithin 
37 ma~ori[y m mterect 

thirty (30) days after receipt of notice of the proposed abandonment o{~ any well, / do no[ agree to the abandonmrn[ of such well, 
3R those wishing to con(inue its operation from the intervals) of the fortnation(s) then open ~o production shall tender to each of the other 

39 panies its proportionate share of die value of the welPs salvable material and equipment, delerntined in accordance witli the provisions of 

40 Exhibit "C", less the estimated cost of salvaging and the eslima[ed cost of plugging and abandoning. Each abandoning party shall assign 

41 the non-abandonin arties, without warran g p ty, express or implied, as to title or as to quantity, or fihiess for use of the equipment and 
4Z material, all of its interest in the well and related equipment, together vrith its interest in the leasehold estate as to, but only as tq the in-
43 serval or intervals of the forma[ion or formations Wen open to production. If the interest of the abandoning party is or includes a~~ oil and 

44 gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
45 servals of die formation or forniations [hen open to production, for a term of one Q) year and so long thereafter as oil and/or gas is pro-
46 duced from the interval or intervals of [he formation or formations covered thereby, such leaze to be on the form attached as Exhibit "B". 
47 
qg •Should Operator, after diligent effort, be unable to contact a~iy party, or should any party fail to reply with in chitty (30) days aRer 

qg receipt of notice of the proposal to plug and abandon such well, such party shall be deemed to have concealed to Ilse proposeA 

50 abandonmem. 
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ARTICLE VI 

continued 
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ARTICLE Vl 
continued 

1 The assibmments or leases so limned shall encompass the "drillsile" upon which [he well is located. The payments by, and the 

2 assignments or leases to, the assignces shall be in a ratio based upon the relationship of their respective percentage of participation in the 

3 Contract Area to the aggregate of the percentages of participation in the Contrnct Area of all assignees. There shall be no readjustment of 

4 interests in [he remaining poRion of the Contrxc[ .Sree. 

6 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production fi~om 

7 the well in the interval or intervals then open other than the royalties retained iu any lease made under the teams of this Article. Upon re-

8 quest, Operator shall continue to operate the assigned well for the account of the non-abandoning parties a[ the rates and charges con-

9 templated Uy [his agreement, plus any additional cos[ and chazges which may azise as the result of the sepa~a[e ownership of the assigned 

l0 well. Upon proposed abandonnen[ of the producing in[ecval(s) assigiied or leased, the assignor or lessor shall then have the option to 

l l repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject [o the pro-

l2 visions hereof. 

13 

14 3. Abandonment of Non-Consent Ooera[ions: The provisions of Article VLE.1. or VI.E.2 above shall be applicable as between 

15 Consenting Parties in the evrnt of Uie proposed abandonment of any well excepted from said Articles; provided, however, no well shall be 

16 permanently plugged and abandoned wiles and until all parties having [he sight to conduct further operations therein have been notified 

ll of [he proposed abandonment and afforded the opportunity to elect to take over the well in acwrdance with the provisions of this Article 

IS VI.E. 

l9 

20 ARTICLE VII. 

21 EXPENDITURES AND LIABILITY OF PARTIES 

22 

23 A. Liability of Parties: 

24 

25 Tlie liability of the parties shall be several, not joint or collective. Each pa~iy shall be responsible only for its obligations, and 

26 shall be liable only for its proportionate share of the costs of developing and operating [he Contract Area. Accordingly, fhe liens granted 

27 among the patties in Article VII.B. aze given to secure only the debts of each severally. It is not [he intention of the paRies to create, nor 

28 shall this agreement be construed as creating, a mining or other partnership or association, or to render the parties liable as partners. 

29 

30 B. Llens and Payment Defaults: 

31 

32 Eacli Non-O~erator ~~an[s to O~eralor a lien upon its oil and gas rights in the Contact Mea, and a security interest in its share 
the roceeds our the sale tliereo , 

33 of oil and~or gas. when exn~ac[ed /and its 4»~erest in all equipment, [o secure aymen[ of its share of expe~~se, together with interest thereon 
together with the cost ~ .qf collection (mcJudin~ reasgnable attorneys' feesg 

34 at [he rate provided m En~i~b~l "C" / . 'fo tue ex eut tliat Operator has a security i~~terest under [he Uniform Coimnercial Cade of [he 

35 state, Operator shall be entitled to exercise [he rights and remedies of a secured party under the Code. The bringing of a suit and the ob-

36 taming of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 

37 rights or security interest as security for [hc payment thereof. in addition, upon default by any Non-Opeator in the payment of its share 

3R of expense, Operator shall have the right, without prejudice to otlier riKh~Ls or remedies, to wllec[ from tlic purchaser the proceeds from 
tog~[her with ~e~osts of co7lectioq (including reasonable attorneys feesl 

79 the sale of such Non-Operator's share of oil an or gas unto e amount owed Uy such Iron-Operator, plus interest ~, has been paid. Fach 

40 purchaser shall be cntiUcd to rely upon Operator's written statement conccming the amount of any default. Operator grants a like lien 

41 and scwrity interest to the Non-Operawrs to secure paymrnt of Operntor's proportionate share of expense. 

42 

43 If any pasty fails or is unable ~o pay its shaze of expense within sixty (60) days after rendition of a statement therefor by 

44 Ope~aror, the non-defaWting parties, including Operator, shall, upon request by Operator, pay fhe unpaid amount in [he proportion that 

45 [he interest of each such party bears to the interest of all such parties. Each party so paying its share of the unpaid amount shall, [o obtain 

46 reimbursement [hereof, be subrogated to the security rights describeA in the foregoing pazagraph. 

47 

48 C. Payments and Accouotlng: 

49 Operator shall at all times have the right to offset any paety's respective propottionace share of expenses incuaed in the 

50 development and operation of the Contract Area pw~suant to this a~~eement against the value of such pa~Ty's respective share of oil 

51 and/or gas production from the Contract Area. Operaror may exercise this right without notice and may do so in the ordinary course 

52 of operations, and such setoff will be reflected on monthly billings submitted pursuant [o Exhibit "C." 

53 Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses incu`red in the development 

54 and operation of the Contract t~~ea pursuant to this agreement and shall charge each of the parties hereto with their respective propor-

55 donate shares upon [he expense basis provided in Exhibit "C". Operator shall keep an accurate record of the join[ account hereunder, 

56 showing expenses incuered and charges and credits made and received. 

57 

58 Operator, a[ its election, shall have [hc right from time to time to demand and receive from the other panics payment in advance 

59 of their respective shares of the estimated amount of the expense [o be incurted in operations hereunder during the next succeeding 

FO month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together 

61 with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted 

62 on or before the 20th day of the next preceding month. Facli party shall pay to Operator its proportionate shaze of such estimate within 

63 fifteen QS) days after such estimate and invoice is received. If any paiTy fails to pay its share of said estimate within said time, the amount 

64 due shall bear interest as provided in E~ibit "C' until paid. Proper adjushnent sUall be made monthly between advances and actual ex-

65 pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. 

66 

67 D. Limitation of Expenditures: 

68 
a majorty m interest 

69 1. Drill or Deenen: Without the coqg nL of /, no well shall be drilled or deepened, except any well drilled or deepened 
or a wCII d~~l~~tl or deepened pwsuant [o Article VI.A 

70 pursuant to the provisions of Article VI.B.1. o this agreement / . Lonsent to the do Img or deepening shall include: 

9-
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ARTICLE VI 
continued 

8 

9 

l0 

11 

12 

13 

14 

l5 

16 

17 

18 

l9 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

3R 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

F1 

62 

63 

64 

65 

66 

67 

68 

69 

70 

-9-



A.A.P.L. FORM 610 -MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE VII 

continued 

1 ~ Ootion No. I: All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, including 

2 necessary tankage and/or surface Facilities. 

3 

4 

5 a ma~ority in inter s[ 
2. Rework or Pfue Back: Without the nsent of /, now l s alI be reworked or pluR ed beck except a well reworked or 

6 o[ a we~~r Qrked or RJugge~~ac~ed or converted pursuan[~o Article VI.A 
~ plugged back pursuant ~o the provisions of Article ~.H.2. oft is agreement / .Consent to the reworking or plugging back of a well shall 

$ include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage 

and/or surface facilities. 
9 

10 a ma1ontyuR interest 
3. Other Operations: Without the consent of /, Operator shall not undertake any single project reasonably estimated 

lz to require an expenditure in excess of Seventy-Five 'Ihousaud Dollars ($ 75,000 

except in cowectiou with a well [b~ drilling, reworking, deepeni~g, wippleting recompleting or plugging back of which bas bee¢ 
13 and exce [ as to the Enhanced O~ Recovery operations describe m Article VI.A 
14 previously aut~ioriud by or pursuant to this a~eement, / ;provided, however, that, in case of explosion, fve, flood or other sudden 

15 emergency, whether of the sane or different nature, Operator may take such steps and incur such expenses as in its opinion aze required 

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

~ ~ pasties. 

18 
19 E. Rentals, Shut-in Well Payments and Minimum Royalties: 

20 
Z ~ Rentals, shut-in well payments and minimum royalties which may be required under [he terms of any lease shall be paid by the 

ZZ 
party or parties who subjected such lease to this agreement of its or their expense. In the event two or more parties own and have con-

Z3 
IriUuted interests in the same lease to this agreement, such parties may designate one of such parties to make said payments for and on 

24 
behalf of all such parties. Airy party may request, and shall 6e entitled to receive, proper evidence of all such pa}~nenls. In the event of 

z5 
failure to make proper pa}nnent of a~iy rental, stmt-iu well payment or minimum royalry through mistake or oversight where such pay-

2~ ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-

visions of Article N.B2. Opeia~or may, in its sole discretion and without prior notice, pay the rental, shut-in well payment or minimum 
27 

28 
royalty payment on or before the date it becomes due in order to continue a lease in force in force and effwt, and such payment shall 

z9 
become an obligation of the party or parties who contributed (he lease to this agreement along with any costs associated therewith and 

30 Operator will charge the account of such party accordingly. 

31 
}2 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or [he shutting in or return to production 

33 of a producing gas well, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by 

34 
circumstances, prior to taking such action, but assumes no liability far failure to do so. In the event of failure by Operator m so notify 

35 
Non-Operator, die loss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payment 

3~ shall be borne jointly by the pazties hereto under the provisions of Article N.B3. In [he case of a well returned to production, Operawr 

37 shall notify Non-Operators of the date of [he firs[ sale after sales commence. 

3R 
F. Taxes: 

39 

40 
Beginning with the fist calendaz year after the effective date hereof, Operator shall render for ad valorem taxation all property 

41 
42 subject to tliis agreement which by law should be rendered for such tares, and it shall pay all such takes assessed tliereoi~ before they 

43 
become delinquent. Prior to [he rendition date, each Non-Operator shall furnish Operator infortna[ion as [o burdens (to include, but not 

44 
be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-

45 
Opeiaror. If [he assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royalties, over-

46 riding royalties or produc(ion payments, [he reduction in ad valorem taxes resulting therefrom shall inure to the benefit of [he owner or 

owners of such leasehold estate, and Operamr shall adjust the chazge to such owner or owners so as to reFlect the benefit of such reduo- 

47 ~ioa IF the ad valorem taxes aze based in whole or in part upon separate valuations of each party's working inleres~, then notwithstanding 
48 

49 
anything to the contrary herein, charges ~o the joint account shall be made and paid by the parties hereto in accordance with the ta~c 

value genea[ed by each party's working interest. Operator shall bill [he other parties for their proportionate shares of all tax payments i❑ 

50 
51 the manner provided in Ezhibil "C". 

52 

53 
If Operator wnsiders any tax assessment improper, Operator may, at its discretion, p~rotes~ within the time and manner 

54 
Prescribed by law, and prosecute the prates[ to a final determination, unless all parties a~~ee [o abandon the pmlest prior to final deter 

minatioa During [he pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any 
55 

interest and penalty. When any such protested assessment shall have Veen finally determined, Operator shall pay the tax for the join[ ac-
56 
S~ count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as 

58 provided in E~chibit `C". 

59 

60 

6l 

62 
Each party shall pay or causz to be paid all production, severance, excise, gathering and other takes imposed upon or with respect 

63 
to the production or Dandling of such pazty's shaz~e of ail and/or gas produced udder the teams of this agreement. 
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ARTICLE VIII 
continued 

1 G. Insurance: 

2 
worker's 

3 At all times while operations aze conducted hereunder, Operator shall comply with the / compensation law of 

4 the state where [he operations are being conducted; provided, however, that Operator may be aself-insurer for liability under said com-

5 pensation laws in which event the only charge [hat shall be made to the join[ account shall be as provided in Exhibit "C". Operator shall 

6 also cany or provide insurance for the benefit of the point account of the pazties as outlined in Eshibi[ "D", attached tp and made a part 
worker s 

7 hereof. Operator shall require all contractors engaged i¢ work on or for the Contract P.rea to comply with the / compensatio¢ 

8 law of the state where the operations are being conducted and to maintain such other insurance as Operator may require. 

9 
Operator ciccts [o carry 

10 In the event /automobile public liability insurance as specified in said Exhibit "D", or subsequently receives the approval of the 

11 pities, no direct chazge shall be made by Operator for prentiwns paid for such insurance for Operator's automotive equipment. 

12 

13 ARTICLE VIII. 

14 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 

IS 

16 A. Surrender of Leases: 
17 

18 the leases covered by Ihis agreement, insofar as they embrace acreage in the Contract Arcs, shall nol be surrendered in whole 
a majority in interest 

19 or in part unless /consent thereto. 
20 

21 However, should any pally desire to surrender its interest in any lease or in any portion thereof, and the other panies do not 

22 agree or consent tlieretq the pasty desiring to sun'ender shall yssign, without express or implied wan~anry of title, all of its interest in 

23 such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production 

24 thereafter secured, [o the parties not consenting to such surrender If the interest of [he assigning pazty is or includes au oil and gas in-

25 [erest, the assigning party shall execute and deliver to the paiTy or panes not consenting to such suRender an oil and gas lease covering 

Z6 such oil and gas interest for a temp of one (1) year and so long thereafter as oil and/or vas is produced from the land covered thereby, such 

27 ]ease [o be ou the form attached hereto as Exhibit "B". Upon such assignment or lease, the assigning party shall be relieved from all 

zg obligations thereafter accruing, but not theretofore accrued, with respect [o the interest assigned or leased and the operation of any well 

29 attributable therero, and [he assigning party shall have no further interest in the assigned or leased prentises and its equipment aid pro-

30 duction other than [he royalties retained in any lease made under the teems of this Article. The pally assignee or lessee shall pay to [he 

3l pa~Ty assignor or lessor the reasonable salvage value of the tatter's interest in any wells and equipment attributable to the assiy,*ned or leas-

32 ed acreage. The value of all material shall be determined in accordance with die provisions of E~chibit "C", less the estimated cost of 

33 salvaging a¢d the estunated cos[ of pluggi¢g and abandoning. If the assignment or lease is in favor of more thazi one pally, the interest 

34 shall be shared by such parties in tl~e proportions that [he interest of each bears to the total interest of all such parties. 

35 

36 My assignment, lease or sun~ender made under this provision shall not reduce or cha~ige the assi~~or's, lessor's or sun~endering 

37 party's interest as it was immediatety before the assi,giunent, lease or surrender in the balance of the Con Vac[ Area; acid the acreage 

3R assigned, Ie~seA or surrendered, and subscquen~ operations thereon, shall not thereafter be subject to the terms and provisions of this 

39 agreement. 
40 

41 B. Renewal or Extension of Leases: 

42 

43 If any party secures a renewal of any oil and gas lease subject to this a6Reement, all other parties shall be notified promptly, and 

44 shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownership of [he 

45 renewal ]ease, insofar as such lease affects lands within die Contract Area, by prying to the p~Ty wlio acquired it their severe] proper pro-

46 portionate shu'es of the acquisition cos[ allceateA to that part of such lease within the Contract Area, which shall be in proportion [o the 

47 interests held at Uiat time by [he parties in the Contract Area. 

48 

49 If some, but less than all, of the parties elect to paRicipate in the purchase of a renewal lease, it shall be owned by the parties 

50 who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area 

51 to the aggregate of the percentages of participation in the Contract Area of all paRies participating in Use purchase of such renewal lease. 

52 My renewal lease in which less than all parties elect to paRicipate shall not be subject [o [his agreement. 

53 

54 Each pa~Ty who paRicipa[es in [he purchase of a renewal lease shall be given an assignment of its proportionate interest therein 

55 by the acquiring party. 

56 

57 The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease 

58 or cover only a portion of its area or an interest therein. My. renew I lease taken befV re the exDiration of itti predecessor lease, or taken or 
. (sometimes referred to as a "re~placement (rase") 

59 cmhacted for within six (6) months after the expiration of the existing Icase /shall 6e subject to this provision; but any lease taken or con-

FO tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be subject to 

61 the provisions of this ay,~~eement. 
62 

63 The provisions in this Article shall also be applicable to extensions of oil and gas leases. 

64 

65 

66 
67 D. Maintenance of Uniform fnrerests: 

68 

69 

70 Lvery sale, encumbrance, tra~~sfer or other disposition made by azry party shall be made expressly subject to this agreeme~~t 

and shall be made without prejudice co the right of [he other panics. 
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ARTICLE VIII 
continued 

~ If, a[ any time the interest of any party is divideA among and owned by four or more co-owner, Operator, at its discretion, may 

z require such co-ownecs to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for 

3 and approve and pay such party's shaze of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such 

4 party's i~tzrest within the scope of the operations embraced in this agreement; however, all such co-owners shall have Uie right to enter 

S into and exewle all co~~tracts or agreements for [he disposition of their respective shares of [he oil and gas produced from the Contract 

6 Area and they shall have the light to receive, separately, payment of the sale proceeds thereof. 

8 E. Waiver of Rlghls to Partition: 

9 
~~ If permil~ed by the laws of the stale or states in which [he property covered hereby is located, each party hereto owning an 

~ 1 undivided interest in the Contract Area waives any and all rights i[ may have to partition and have set aside to it in severalty its undivided 

12 interest therein. 

13 
14 F. Preferential Right [o Purchase: 

IS 
~~ Should any parry desire to sell all or any put of its interests under this agreement, or its ~ighLs and interests in the Con4~ac~ 

~ ~ rUea, it shall promptly give written notice to lire other pazties, with full i~forma[ion concerning its proposed sale, which shall include the 

~ $ name and address of [he prospective purchaser (who must be ready, willing and able to purchase), the purchase price, and all other [erns 

19 of the ofTer. The other parties shall then have an optional prior right, for a period of ten (10) days after receipt of the notice, to purchase 

20 on [he same tersns and conditions the interest which the other party proposes to sell; and, if [his optional right is exercised, [he purchas-

21 ing parties shall share the purchased interest in the proportions that [he interest of each beams to the total interest of all pm~chasing pu~-

ZZ ties. However, there shall be no preferential right to purchase in those cases where any parry wishes to modgage iLs interests, or to 

23 dispose of its interests by merger, reorganisation, consolidatioq or sale of all or substantially all of its assets to a subsidiary or pu~ent com-

24 parry or to a subsidiary of a parent company, or to any company in which any one patty oHms a majority of the stock. 

25 For purposes of avoiding [he application of the rule against pe~pewities [o the rights granted hereby, in the event Lhis preferential right of 

Z6 first purchase is entered into and enforceable among fwo or more persons ([heir successors and assigns) none of which area "life in being" for 
27 pwposes of the rule asainst perpetuities, this preferential right of first purchase shall continue in effect for a period o(20 yeses following the 

z8 
date of death of [he individual signing on behalf of operator, on which date it shall expire as to the partiu hereto. 

29 
jQ ARTICLE IX. 

3 ~ INTERNAL REVENUE CODE ELECTION 

32 

33 This agreement is not intended to create, and shall not be construed [o create, a relationship of partnership or a~ association 

~4 for profit between or among the parties hereto. Notwitlistauding any provision herein that the rights and liabilities hereunder are several 

35 and not joint or collective, or [hat [his agreement and operations hereunder shall no[ constitute a partnership, if, for federal income ta~c 

36 P~Poses, this agreement and the operalioas hereunder are regarded as a pannerslvp, each party hereb-y afFccted elects to ~e excluded 
1 Y~6, as amended ("Co e") 

~~ from the application of all of the provisions of Subchapter "K", Chapter 1, Subtitle "A", of the Internal Revenue Code o / , as per-

38 miffed a~~d authorized by Section 761 of the Code and the regulations promulgated Uiereunder. Operator is authorized and directed to ex-

39 ecu~e nn behalf of each party hereby affected such evidence of this election as may be required by die Secretary of the Treasury of the 

40 United Stakes or the Federal internal Revenue Service, including specifically, but no[ by way of limi~a~ion, all of the returns, statements, 

41 and die data required by Federal Regulations 1.76E Should [here be any requirement Thal each party hereby affected give further 

42 evidence of this election, each such party shall exew[e such documents and furnish such oUier evidence as may be required by the 

43 Federal Internal Revenue Service or as may be necessary to evidence [his election. No such party shall give any notices or take any other 

44 action inconsistent with the election made hereby. If any present or future income lax laws of the state or states in which the Contract 

45 Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter "K", Chapter I, 

46 Subtitle "A", of the Code wider which an election similaz [o that provided by Section 7bl of the Codc is per-

47 initted, each party hereby affected shall make s~cli election as may be permitted or required by such Ixws. In making the foregoing elec-

48 lion, each such party states that [he income derived by such pasty from operations hereunder can be adequately determined without the 

49 computation of partnership taxable income. 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

fi0 

6l 

62 

63 

64 

65 

66 

67 

68 

69 
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A.A.P.L. FORM 610 -MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE X. 

CLAIMS AND LAWSUITS 

3 

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

5 does not exceed Fifry Thousand Dollu~s 

6 ($ 50 000 )and if the payment is in complete settlement of such claim or suit. [f the amount required for settlement ex-

7 ceeds [he above amount, the pasties hereto shall assume and take over tl~e further handling of [he claim or suit, unless such authoriry is 

$ delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be a[ [he joint ex-

9 pense of the parties pazticipatmg in the operation hom which the claim or suit arises. If a claim is made against any party or if any party is 

10 sued on account of any matter arising from operations hereunder over which such individual has no conVol because of the rights given 

11 Operator by this a~~eement, such pa~Ty shall inunedia~ety notify all other parties, and the claim or swt shall be treated as any other claim 

1z or suit involvi~~g operations hereunder. 

13 

14 ARTICLE XI. 

S FORCE MAJEliRE 

1G 

17 If any pazly is rendered unable, wholly or in part, by force majeure [o carry out its obligations under phis agreement, other Than 

18 the obligation to make money payments, that party shall give to all other parties prompt written notice of the force majeure with 

19 reasonably full particulars conccming it; thcrcupon, the obligations of the party giving the nolicc, so far as Ihcy arc affcctcd by the force 

20 majcurc, shall be suspending during, but no longer than, the continuance of [hc force majcurc. 7'hc affected party shall use all reasonable 

21 diligence to remove the force majeure siNation as quickly as practicable. 

22 

z~ The requirement drat any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes, 

24 bckouts, or other labor di~wlty by the pasty involved, conhary [o its wishes; how all such difficulties shall be handled shall be entirely 

25 within the discretion of the paiTy concerned. 

26 

27 The lean "force majeure", as here employed, shall mean an act of God, strike, lockout, or otlier industrial disturbance, act of 

28 the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint 

29 or inaction, unavailability of equipment, and any other cause, whetlier of llie kind specifically enumerated above or otherwise, which is 

30 not reasonably within the control of the pazTy claiiivng suspension. 

31 

32 ARTICLE X[I. 

73 NOTICES 

34 

35 All notices authorized or required between [he pulses and required by any of the provisions of this agreement, unless otherwise 
b email Qr 

36 specifically provided, shall ~ie given / in writing by mail, postage or charges prepaid to 

37 the parties to whom [hc not~cc is given at the addresses listed on E habit "A". The on mat'ng notice ~ivcn under any provision hereof 
or if seq[ by e,l~ail, the ~[e t~C ert~ail was seas 

3R shall be deemed given only when received by the party Co whom such nonce is ti vected / ,and the time for such party eo give any notice in 

39 response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given 

40 when 
sent, if by em

~eposited in die mail, with postage or charges prepaid. Each party 

41 shall have the right to change its address at any time, and Irom time to lime, by giving written notice thereof ~o all other parties. 

42 

43 ARTICLE XIII. 

44 TERM OF AGREEMF,NT 

45 

46 This a~,n~eement shall remain in full force and effect as to the oil and gas leases and/or oil and gas intemsts subject hereto for the 

47 period of time selected below; provided, however, uo party hereto shall ever be construed as having any right, title or interest in or to any 

48 lease or oil and gas interest contributed by any other party beyond the term of [his agreement. 

49 

50 

51 any 

SZ 
H Ontiou No. 2: In the even[ / welt described in Article VI.A., or any subsequent well drilled under any provision of this 

53 agreement, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or 

54 
Wells produce, or are capable of production, and for an additional period of 180 days from cessation of all production; provided, 

55 
however, if, prior to the expiiztion of such additional period, one or more of the parties hereto aze engaged in drilling, reworking, deepen-

56 
Ong, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-

57 lions have been completed and if production results therefrom, this agreement shall continue in force as provided herein In the event the 

58 well described in ARicle VI.A., or any subsequent well drilled hereunder, results in a dry Bole, and no other well is producing, or capable 

59 
of producing oil and/or gas Gom the Conhact Area, this agreement shall lennina[e unless drilling, deepening, plugging back or rework-

~~ ing operations are commenced within 180 days from the date of abandomne~t oFsaid well. 

61 

bZ 
I[ is agreed, however, drat the termination of this agreement shall not relieve any paiTy hereto from any liability which has 

63 
accrued or attached prior to the date of such termination. 

64 

65 

66 

67 

68 

69 

70 
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A.A.P.L. FORM 610 -MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE XIV. 

COMPLIA.1'CE WITH LAWS AND REGULATIONS 

} 

4 A. Laws, Regulations and Orders: 

5 

6 This agreement shall be subject to tLe conservation laws of [he state in which the Contract Area is located, to [he valid rules, 

7 regulalio¢s, and orders of any duly constiNted regulatory body of said state; and to all other applicable federal, state, aad local laws, or-

S dinances, roles, regulations, and orders. 

9 

l0 B. Governing Law: 

11 

12 This agreement and all matters pertaining hereto, including, but not limited tq matters of performance, non-pe~formauce, breach, 

13 remedies, procedures, lights, duties, and interpretation or conshuctioq shall be governed and determined by the law of [he state in which 

14 the Contract Area is located. If the Contract Area is in two or more states, the law of the state of KANSAS 

15 shall govern. 

IG 

17 C. Regulatory Agencies: 

18 

19 Nothing herein contained shall grant, or be consu~ued to ~~ant, Operator the right or authority to waive or release any rights, 

z0 privileges, or obligations which No~rOperators may have under federal or state laws or under rules, regulations or orders promulgated 

21 under such laws in reference to oil, gas and mineral operations, ineWding the location, operation, or production of wells, on tracts offse[-

22 [ing or adjacent to the Contract Area. 

23 

24 With respect [o operanons hereunder, Non-Operators agree to release Operator from any and all bsses, daznages, injuries, claims 

z5 and causes of actipn arisin out of,inciden[ to r resu [ing directly or indirectly frUm O erator's ip[e`pretacion or application of rules, 
the Envvonmental Protection Agency, t~e KC~ or the KansaS Department of Heal~h and Envvonment 

2G ivlings, regulations or orders of the Department of Energy / or their preUecessor or successor agencies to the extent such in[eipreta[ion or ap-

27 plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-

28 Operator's share of production that Operator may be required ro refund, rebate or pay as a result of such an incorzecf interpretation or 

29 applicatioq together witli interest and penalties thereon owing by Opeator as a result of such incorrect interpretation or application. 

30 

31 Non-Operators authorize Operator [o prepare and submit such documents as may be required to be submitted to [he purchaser 

32 of any erode oil sold hereunder or m a~iy otlier person or entity pursuant to the requireme~~ts of the "Crude Oil Windfall Profit Tax Act 

33 of 1980", as same may be amended from time [o time ("AcY'), and any valid regulations or pules which may be issued by [he Treasury 

34 Department from dime [o time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other information 

35 H,hieh is required to be furnished by said Act in a timely manner and in sufficient detail ~o permit compliance with said Act. 

36 

37 ARTICLE XV. 

3R OTHER PROVISIONS 

39 

40 A Default. If in the cow~se of co~~ducnng unit operations, including drilling, reworking, deepening, testing, completing, converting, or 

4 ~ plugging back operations upon any well on the Contract Area, any Non-Operator fails or is w~able to pay for its proportionate shaze of 

42 the costs of such operation, Operator shall have, in addition [o the rights provided far in this agreement, the right, which may be exercised 

43 before or after completion of said operation, upon thirty (70) days prior written notice, to treat such defaulting puTy as having made a 

qq non-consent election and being subject to the non-consent provisions of Miele VI.B.2 and XVLQ effective as of the date such party 

45 defaulted in its payment obligations, unless the defaulting paety cures in full within said thirty (30) day prior ~o[ice time period. If 

46 Operator elects to treat the defaulting party as having made anon-consent election, Operator may not enforce [he lien rights provided Tor 

in Article VII.B herein. 
47 

4~ Moreover, while any Non-Operator is in default, it shall have no further access to tl~e Contract Area or information obtained in connection 

49 with operations hereunder end shall no[ be entitled [o vote on any mac[er hereunder. As to nuy proposed operation in which i[ would 

50 otLenvise have the right to pazlicipa~e, such pally shall have the right (o be a Consenting Pariy herein only if it cures the default in full 

g ~ (including [he payment of interest and costs of collection, including attorneys' fees) before the operation is commenced; otherwise, such 

5z Non-Operator in default shall automatically be deemed allon-Consenting Pariy to that operation. 

53 ~ 
Memorandum of Oaeratine Aereement. Operator is authorized to file a Memorandum of Operating Agreement and Notice of Security 

54 
~~~est in form substantialty simile to that attached as E~chibit "G" to secure the lien and security interest provided by Article VI1.B and 

55 to place thud-parties on notice of this agrccmen~. The Memorandwn of Operating Agreement and Notice of Security Agreement may 

56 be filed of record [o perfect tUe lien and security interest after this agreement becomes effective. 

57 

5g C. Authorization [o Sell Oil and Gas. In lieu of taki~~g uid separately disposing of its proportionate share of oil and gas produced finm the 

59 Contract Area, and in considerztiou of the cost of separately stori¢g, metering and aau~ging for the sale thereof, Non-Operators authorize 

~~ and direct Operator to sell all of the oil and gas produced from the Contract Area for the account of Non-Operators on the same terms 

6 ~ and cwdi[ions and to the same third-party purchaser as Operator sells its proportionate shaze of oil and gas produced from the Contract 

Area, and Operator shall account to the parties for the actual net proceeds received for such production sold. Without the prior unitten 
bZ consent of the Non-Operators, Operator shall not enter into any contract for the sate of Noi~-Operators' oil and gas [hat ca~no[ be 
63 terminated by Operawr after 12 months. My Non-Operator may, upon 120 days prior written notice, rescind Operator's authority to 

64 sell, or conuni[ such oil and gas to sale, on its behalf (a "Sale Opt-OuP'). 

65 

66 Operator shall not have a duly to sell Non-Ope~zlors oil and gas al the best price obtainable, but only on commercially reasonable Reims 

67 under the circumstances, and the parties disclaim any fiduciary duties. Ope~a[or is no[ responsible for providing a market if none exists. 

6~ Operator may exercise reasonablejudgment in determining the quantities of oil and gas to sell in light of wrrent market conditions, lease 

69 
teems, and production conditions, and when to pay shut-in royalties in lieu of selling oil and gas. 

70 
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D. Severability. For purposes of assuming or rejecting this agreement as an executory contract pursuant to federal bankruptcy laws, [his 

1 agreement shall not be severable, but rather must be assumed or rcj ected in its entirety, and the failure of any party [o this agreement to 

Z comply with al] of its financial obligations provided herein shall be a material default. 

3 F,. Execution. This Agreement shall be binding upon a party when [his agrccmcnt or a coun[crpart [hcrcoF has bccn cxccu[cd by such party 

4 or when a party is deemed to be a party to this ag~eement by order of the KCC or operation of law, notwithstanding [ha[ tl~is agreement 

5 is not then or thereafter executed by all of the parties to which it is tendered or which az~e listed on Exhibit "A" as owning an interest in 

6 [be ConUact Area or which owu, in fact, an interest in [he Contract Area. Operator may, however, by written notice to all parties who 

7 are or have become bound by this agreement, given at any time prior to the commencement of unit operations, tcrtninate this agreement 

g if Operator, in its sole discretion, determines that Ihere is insufficient participation to justify commencement of unit operations. In tUe 

9 event of such a [ertnina[ion by Operator, all further obligations of the parties shall cease as of such termination. In the event any Non-

~ 0 Operator has advanced or prepaid any share of any costs hereunder, al I sums so advanced shall be remmed to such Non-Operator without 

interest. 
II 

~ Z F. Waiver of Notice. Merit Energy Company, LLC, as operator, and Merit Hugoloq L,P., as non-operators, hereby agree to waive any and 
13 all requirements to provide written notice [o the other under the terms of this agreement, and hereby agree to accept whatever Corm of 

14 notice as may be mutually agreed upon by such parties. 

15 
~~ Q Conscn~to initial Uni[Ooerations. Hach Non-Operator who has entered info[his agreement, or who has become bound by this agreement 

1 ~ by order of the KCC, opeeation of law, or by order or ruling from any other administrative orjudicial body, shall have twenty (20) days 

~ 8 aRer die effective date to notify Operator whether it elects to panicipate in the cosh of the Initial Unii Operations described in Article 

VI. A. Such election shall be made in writing, and [he failure of allon-Operator to reply within tliis time period shall constitute an election 
19 by that party not to paRicipate in Initial Unit Operations. 
20 

21 If any Non-Operator elects (or is deemed to have elected) not to participate in Initial Unit Operations, then the provisions set forth Article 

22 VI.B2. concerning operations by less than all parties and the provisions of Article VI.E. governing abandonmem of non-consent 

23 operations shall apply as to the rights and obligations of Uie Consenting Parties and Non-Consenting Parties in and to fie ]nitial Unit 

24 Operations, including, wilhou~ limitation, [lie provisions governing the Consenting Party's continued paRicipa~ion in Initial Unit 

25 
Operations, the elections and allocations of [he Non-Consenting party's proportionate part of Initial Unit Operations and its shaze of 

26 
production tliere6om, and the percenuge Carty calculations as to [he Non-Consenting party's interest in Initial Unit Operations. In this 

regard, each Nan-Consenting Party shall be deemed to have relinquished to the Consenting Pasties, and [he Consenting Parties shall own 

27 and be entitled to receive, in proportion to Uieir respective interests in the Initial Unit Operations (after elections and participations have 

28 been made with respcet fo [he Non-Consenting Party's proportionate shaze) all of the Non-Consenting Par(y's interest in Initial Uni[ 

29 Operations and share of production therefrom as more specifically provided for in Article V1.B.2, except drat tl~e costs of Initial Unit 

30 Operations that tl~e Consenting Pazties shall be entitled to recover before the Non-Conseilling Pa~Ty's interest in Initial Unit Operations 

3 ~ shall reveR to the Non-Consenting Party shall be (i) the Non-Consenting Party's propoRionate share of the aggregate cost of preparing, 

3z implementing, and conducting Enhanced Oil Recovery (after applying the percentage carry calculations) operations as described the 

33 
Development Plan, as amended or modified, to its conclusion, provided, however, [hat the Non-Consenting Party's interest in Initial Unit 

Operations shall revert [o [he Non-Consenting Pany's on the date lha~ is (5) years and ninety (90) days after the effective date, regardless 
34 of whether the aggregate cos[ of the Initial Unit Operations (after applying the percentage carry calculations) have been recovered by [he 
35 Conscntins Pariy's. 
36 

37 The parties acluiowledge and agree that tl~e costs and expenses incident and ro be accrued in prepaying implementing, and conducting 

3R the Enhanced Oil Recovery operations described in the Development Plan, and which cons[ilu[e the Initial Unit Operations se[ forth in 

~9 Article VI. A., are substantial, acid capital, operational and administratively expeasive, and involve a certzin amount of risk for which die 

40 Consenting Panics should be compensated for as above-described. Moreover, the parties acknowledge and agree [hat it would be 

inequitable to allow a party who elects not [o participate in Initial Uni[ Operations to benefit from said operations at a later date without 

41 incurcing the costs and asks associated with preparing, implementing and conducing Initial Unit Operations, and further agree that the 
42 application of [he provisions of Article VI.B2. and VI.E3 [o the party who elects not to participate in Initial Unit Operations is a 
43 reasonable, fair, and equitable manner in which to compensate the panies electing to participate in Initial Uni[ Operations for their 

44 inves[men[and risk. 

q5 H. [OMI1"fED~I. Constmction. Whenever the phrases "drill of a well," "drilling any well; "'rework, deepen or plug back" a well, or similar 

46 language are used in this agreement, such language shall be interpreted to mean, in addition to its plain meaning, any operation to convert 

4~ an existing well into an injection, disposal or water source well, or to convert an existing injection, disposal or water source well into a 

48 
~+'cll producing oil and/or gas, whether such operation to convert the writ is a drilling, deepening, reworking, plugging back or other 

operation, provided such well is utilized in the Entranced Oil Recovery operations described in Article VI.A. 
49 

50 ~ Oil Ri ts. Tl~e parties acknowledge and agree that the oil and gas leases and oil and gas in[eresLs that are subjeG to this agreement are 

51 limited to the oil rights in and to such interests and leases, and Iha[ [he joint development and exploration of such leases and interests az~e 

52 limited to the oil rights, and the oil rights only, and that nn party hereto shall own or be entitled m take its proportionate share oC die 

53 production of any gas that is not part of the oil estate, or the proceeds [hereof such gas. 

54 

55 
K Riverbed Tracts. The parties acknowledge and agree that the boundazies of the riparian h~acts along the Arkansas River i¢cluded in [he 

56 
Contract Area have been surveyed by a Kansas licensed surveyor, and that no change in the boundaries of any such tract due to accretion 

or erosion shall affect the allocation among the tracts of the costs and liabilities incuaed in operations under [his agreement, or the 

57 ownership of equipment and materials acquired in such operations, or to the oil produced from tl~e Contract Area. 
58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 
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AR77CLE XVI. 

2 MISCELLANEOUS 

3 

4 This agreement shall be binding upon and shall inure to the benefit of [he parties hereto and to their respective heirs, devisees, 

5 legal representatives, successors and assigns and the terms hereof shall be deemed [o run with the oil a~~d gas leases or oil and gas interests 

6 included within [he Contract /v-ea. 

7 

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

9 
[hc cffc `ivc date 

10 IN WITNESS WHEREOF, this agreement shall be effective as ot~/ 

I1 

12 OPERATOR 

13 

14 MERCC ENERGY COMPANY, LLC 

IS 

16 

17 Bv~ 

~ g Christopher S. Hagge 

19 Vice President 

20 

21 

22 NON-OPERATORS 

23 

24 MERIT HUGOTON, L.P. PERCNAL C. KEITH TESTAMENTARY TRUST, 
6y WELLS PARGO BANK, N.A. as TRUSTEE 

25 

26 

27 

28 
By Ay: 

29 Christopher S. Hagge Name: 

Vice President Title: 
30 

31 
JENNIE PEREI.MAN FOUNDATION MANUEL CORPORATION 3~ 

33 

34 

JS BY
By: 

36 
Name: Name: 

3~ Title: Title: 

38 

39 

40 
LINKSLAND OPERATING, LLC ELSR, LP, 

By DENGAL JONES GROUP LLC as general partner 4 ~ 

42 

43 BY' 
Ay: 

44 Name: Name: 

45 
Title: Title: 

46 

47 

48 

49 

50 

Sl 

52 

53 

54 

55 

56 

57 

58 

59 

b0 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 
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Exhibit "A-1" 
Attached to and made part of that certain Operating Agreement dated , 2019 ("Agreement') between 
Merit Energy Company, LLC, Operator, and the Non-Operators thereto. All terms and words in this Exhibit "A-1," and 
any of its supporting schedules, shall have the same meanings as set forth or otherwise described in the Agreement. 
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Exhibit "A-2" 
Attached to and made pact of that certain Operating Agreement dated , 2019 ("AgreemenP') between 
Merit Energy Company, LLC, Operator, and the Non-Operators thereto. All terms and words in this Exhibit "A-2," and 
any of i[s supporting schedules, shall have the same meanings as set forth or otherwise described in the Agreement. 

RESTRICTIONS TO DEPTHS, FORMATIONS AND SUBSTANCES 
RNER BEND CHESTER UNIT 

The lands, oil and gas leases and oil and gas interests subject to this Agreement, as unitized, 
shall be limited INSOFAR AND ONLY INSOFAR as they pertain to Oil produced from the 
Chester formation. The top of the unitized interval is defined as the top of the Chester 
formation, found at a measured depth of 4,798 feet (-1,946 subsea true vertical depth) in the 
River Bend #6 well (API 15-055-22505). The base of the unitized interval is defined as the 
base of the Chester formation, found at a measured depth of 4,835 feet (-1,983 feet SSTVD) 
in the same River Bend #6 well, with it being intended that the covered depths include all 
stratigraphic equivalents of the Chester formation. 
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Exhibit "A-3" 
Attached to and made part of that certain Operating Agreement dated , 2019 ("Agreement') between 
Merit Energy Company, LLC, Operator, and the Non-Operators thereto. All terms and words in this Exhibit "A-3," and 
any of its supporting schedules, shall have the same meanings as set forth or otherwise described in the Abn~eement. 

PERCENTAGE INTERESTS OF PARTIES 

RIVER BEND CHESTER UNIT 

Tred# 
Legal Working Interest Working 

NRI Address 
Description Owners Interest 
That certain 
portion of Sec. 
26 &Sec. 27- Merit Hugoton, 13727 Noel Road, Suite 1200, 

1 T245-R32W LP (Oxy14) 
0 3.63175/ 3.17778% 

Dallas, TX 75240 
Underlying the 
Arkansas River 

Tract 1 Total 3.63175°~ 3.17778°6 

Lot 1 of Sec. 27- Merit Hugoton, 13727 Noel Road, Suite 1200, Z
T24S-R32W LP (Oxy14) 

4.12786% 3.61188°~ 
Dallas, TX 75240 

Tract 2 Total 4.12786% 3.61188% 

Lot 1 of Sec. 26- Merit Hugoton, 13727 Noel Road, Suite 1200, 3
T245-R32W LP (Oxy14) 

14.73395% 12.89220% 
Dallas, TX 75240 

Tract 3 Total 14.73395% 12.89220°~ 

Lot 7 & 
W/25W/4 of Merit Hugoton, 13727 Noel Road, Suite 1200, 4
Sec. 26-T245- LP (Oxy14) 

43.97965% 38.48219°~ 
Dallas, TX 75240 

R32W 

Tract 4 Total 43.97965% 38.48219% 

W/2NW/4 of 
Merit Hugoton, 13727 Noel Road, Suite 1200, 

5 Sec. 35-T245- 
LP (Oxy14) 

16.05084% 14.04449% 
Dallas, TX 75240 

R32W 

Tract 5 Total 16.05084% 14.04449°rG 

E/2 NE/4 of Sec. Merit Hugoton, 13727 Noel Road, Suite 1200, 6
34-T245-R32W LP (CVX) 

7,52582°~ 6.58510% 
Dallas, TX 75240 

c/o Travis Gist, Wells Fargo 
E/2 NE/4 of Sec. 

Percival C. Keith 
Wealth Management 6

34-T24S-R32W 
Testamentary 2.82218°~ 2.46941% 

201 Main Street, Suite 400, 
Trust 

Fort Worth, TX 76102 
Jennie Perelman c/o Sara M. Colorado, 

E/2 NE/4 of Sec. Foundation (as McAndrews &Forbes, Inc. 
6 34-T245-R32W successor to 

1.88146% 1.64627% 
35 East 62nd Street, New 

QUIN-T Corp) York, NY 10065 

E/2 NE/4 of Sec. Manuel 2020 N. Bramblewood, 
6 34-T245-R32W Corporation 

1.41109°~ 1.23471% 
Wichita, KS 67206 

E/2 NE/4 of Sec. 8080 N. Central Expy, Suite 6
34-T24S-R32W 

ELSR, LP 0.70555°h 0.61735% 
1420 LB 12, Dallas, TX 75206 

E/2 NE/4 of Sec. Linksland 1202 Richardson Drive, #115, 6
34-T245-R32W Operating, LLC 

0.70555% 0.61735% 
Richardson, TX 75080 

Trail 6 Total 15.05165% 13.17019% 

SE/4 of Sec. 34: Merit Hugoton, 13727 Noel Road, Suite 1200, ~ 
T24S-R32W LP (Oxy14) 

z gz430%a 2.12127% 
Dallas, TX 75240 

Tred 7 Total 2.42430°~ 2.12127% 

UNIT TOTAL 100.0000% 87.50000% 

Oil produced pursuant to unit operations will be allocated in accordance with the ownership 

outlined in the Unit Agreement. The costs and liabilities of unit operations shall be borne 

and paid, and all equipment and material acquired in such operations (unless otherwise 

specifically provided) on the Contract shall be owned by the Parties to this Agreement in the 

same ratio as production is allocated to Working Interest Owners under the Unit Agreement. 
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Exhibit "B" 

Attached to and made part of [hat certain Operating Agreement dated , 2019 ("Agreement') 
between Merit Energy Company, LLC, Operator, and the Non-Operators thereto. All terms and words in this 
Exhibit "B," and any of its supporting schedules, shall have the same meanings as set forth or otherwise 
described in the Agreement. 

FORM OF LEASE 

PROD 88 (REV 11/03) PAID UP OIL AND GAS LEASE 

PRINTED IN USA 

THIS LEASE AGREEMENT is made as of the day oT 20 between 
as "Lessor' (whether one or more), and MERIT HUGOTON, L.P.. 13727 Noel 

Road, Suite 1200, Dallas, TX 75240, as •~essee". 

1. Description. Lessor in wnsideration of a cash bonus and other good and valuable consideration, in hand paid and the covenants 
herein contained, hereby grants, leases and lets exclusively to Lessee the following described land, hereinaker called leased premises (use 
Exhibit "A" for long description): 

in the County of ,State of ,containing gross acres, more or less (including any 
interests therein which Lessor may hereafter acquire by reversion, prescription or otherwise), for the purpose of exploring for, developing, 
producing and marketing oil and gas, along with all hydrocarbon and nonhydrocarbon substances produced in association therewith, The 
term "gas" as used herein inGudes helium, carbon dioxide and other commercial gases, as well as hydrocarbon gases. In addition to the 
above-described land, this lease and the term "leased premises" also covers accretions and any small strips or parcels of land now or 
hereafter owned by Lessor which are contiguous or adjacent to the above-described land, and, in consideration of [he aforementioned cash 
bonus, Lessor agrees to execute al Lessee's request any additional or supplemental instruments for a more complete or accurate 
description of the land so covered. For the purpose of determining the amount of any shut-in royalties hereunder, the number of gross acres 
above specified shall be deemed correct, whether actually more or less. 

2. Tenn of Lease. This lease, which is a "paid-up" lease requiring no rentals, shall be in force for a primary term of Three (3) 
years from the date hereof, and for as long thereafter as oil or gas or other substances covered hereby are capable of being produced in 
paying quantities from the leased premises or from lands pooled or unitized therewith or this lease is otherwise maintained in effect pursuant 
to the provisions hereof. 

3. Royalty Payment. Royalties on oil, gas and other substances produced and saved hereunder shall be paid by Lessee to Lessor as 
follows: (a) For oil and other liquid hydrocarbons separated at Lessee's separator facilities, the royalty shall be one-eighth (1/8) of such 
production, to be delivered at Lessee's option to Lessor at the wellhead or to Lessors credit at the oil purchasers transportation facilities, 
less a proportionate part of any ad valorem taxes and production, severance or other excise taxes and the costs incurred by Lessee in 
delivering, treating or otherwise marketing such oil or other liquid hydrocarbons, provided that Lessee shall have the continuing right to sell 
such production to itself or an affiliate at the wellhead market price then prevailing in the same feld (or if there is no such price then 
prevailing in the same field, then in the nearest field in which there is such a prevailing price) for production of similar grade and gravity; (b) 
for gas (including casinghead gas) and all other substances covered hereby, the royalty shall be one-eighth (1 /B) of the market value of such 
gas or substances determined at the well, which value is less a proportionate part of any ad valorem taxes and production, severance, or 
other excise taxes and the costs incurred by Lessee in delivering, processing or otherwise marketing such gas or other substances. 
Royalties may be paid based on an index price derived from Inside FERC or other valid oil and gas industry publications, adjusted for 
transportation costs and related fees, and such index price shall constitute market value for the purposes of [his Gause. Lessee shall have 
the continuing right to sell such production to itself or an aff liate; and (c) If at the end of the primary term or any time thereafter one or more 
wells on the leased premises or lands pooled therewith are capable of producing oil or gas or other substances covered hereby in paying 
quantities, but such well or wells are either shut in or production therefrom is not being sold by Lessee, such well or wells shall nevertheless 
be deemed to be producing in paying quantities for the purpose of maintaining this lease. If for a period of 90 consecutive days such well or 
wells are shut in or production therefrom is not being sold by Lessee, then Lessee shall pay an aggregate shut-in royalty of one dollar per 
acre then covered by this lease, such payment to be made to Lessor or to Lessors credit in the depository designated below, on or before 
the end of said 90-day period and thereafter on or before each anniversary of the end of said 90-day period while the well or wells are shut 
in or production therefrom is not being sold by Lessee; provided that if this lease is otherwise being maintained by operations, or if 
production is being sold by Lessee from another well or wells on the leased premises or lands pooled [herewith, no shut-in royalty shall be 
due until the end of the 90-day period next following cessation of such operetions or production. Lessee's failure to propeAy pay shut-in 
royalty shall render Lessee liable for the amount due, but shall not operate to terminate this lease. 
4. Depository Agent All shut-in royalty payments under this lease shall be paid or tendered Directly to Lessor at Lessor's address herein, 
or its successors, which shall be Lessors depository agent for receiving payments regardless of changes in the ownership of said land. All 
payments or tenders may be made in curtency, or by check or by draft and such payments or tenders to Lessor or to the depository by 
deposit in the U.S. Mails in a stamped envelope addressed to the depository or to the Lessor at the last address known to Lessee shall 
constitute proper payment. If the depository should liquidate or be succeeded by another institution, or for any reason fail or refuse to accept 
payment hereunder, Lessor shall, at Lessee's request, deliver to Lessee a proper recordable instrument naming another institution as 
depository agent to receive payments. 
5. Operations. If Lessee drills a well which is incapable of producing in paying quantities (hereinafter called "dry hole") on the leased 
premises or lands pooled therewith, or if all production (whether or not in paying quantities) permanently ceases from any cause, including a 
revision of unit boundaries pursuant to the provisions of Paragraph 6 or the action of any governmental authority, then in the event this lease 
is not othervvise being maintained in farce it shall nevertheless remain in force if Lessee commences operations for reworking an ebsting 
well or for drilling an additional well or far otherwise obtaining or restoring production on the leased premises or lands pooled therewith 
within 90 days after completion of operations on such dry hole or within 90 days after such cessation of all production. If at the end of the 
primary term, or at any time thereafter, this lease is not otherwise being maintained in force but Lessee is then engaged in drilling, reworking 
or any other operations reasonably calculated to obtain or restore production therefrom, this lease shall remain in force so long as any one 
or more of such operations are prosecuted with no cessation of more than 90 consecutive days, and if any such operations result in the 
production of oil or gas or other substances covered hereby, as long thereafter as there is production in paying quantities from the leased 
premises or lands pooled therewith. After completion of a well capable of producing in paying quantities hereunder, Lessee shall drill such 
additional wells on the leased premises or lands pooled therewith as a reasonably prudent operator would drill under the same or similar 
circumstances to (a) develop the leased premises as to formations then capable of producing in paying quantities on the leased premises or 
lands pooled therewith, or (b) protect the leased premises from uncompensated drainage by any well or wells located on other lands not 
pooled therewith. There shall be no covenant to drill exploratory wells or any additional wells except as expressly provided herein. 
6. Pooling. Lessee shall have the right but not the obligation to pool all or any part of the leased premises or interest therein with any 
other lands or interests, as to any or all depths or zones, and as to any or all substances covered by this lease, either before or after the 
commencement of production, whenever Lessee deems it necessary or proper to do so in order to prudently develop or operate the leased 
premises, whether or not similar pooling authority exists with respect to such other lands or interests. The unit formed by such pooling for an 
oil well (other than a horizontal completion) shall not exceed 80 acres plus a maximum acreage tolerance of 10%, and for a gas well or a 
horizontal completion shall not exceed 640 acres plus a maximum acreage tolerance of 10%; provided that a larger unit may be formed for 
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an oil well or gas well or horizontal completion to conform to any well spacing or density pattern that may be prescribed or permitted by any 
governmental authority having jurisdiction to do so. For the purpose of the foregoing, the terms "ail well" and "gas well" shall have the 
meanings prescribed by applicable law or the appropriate governmental authority, or, if no definition is so prescribed, "oil well" means a well 
with an initial gasoil ratio of less than 15,000 cubic feet per barrel and "gas well" means a well with an initial gas-oil ratio of 15,000 cubic feet 
or more per barrel, based on a 24-hour production test wnducled under normal producing conditions using standard lease separator 
facilities or equivalent testing equipment; and the term "horizontal completion" means an oil well in which the horizontal component of the 
gross completion interval in the reservoir exceeds the vertical component thereof. In exercising its pooling rights hereunder, Lessee shall fle 
of record a written declaration describing the unit and stating [he effective date of pooling. Production, drilling or reworking operations 
anywhere on a unit which includes all or any part of the leased premises shall be treated as 'rf it were production, drilling or reworking 
operations on the leased premises, except that the production on which Lessors royalty is calculated shall be that proportion of the total unit 
production which [he net acreage covered by this lease and included in the unit bears to the total gross acreage in [he unit, but only to the 
extent such proportion of unit production is sold by Lessee. Pooling in one or more instances shall not exhaust Lessee's pooling rights 
hereunder, and Lessee shall have the recurring right but not the obligation to revise any unit formed hereunder by expansion or contraction 
or both, either before or after commencement of production, in order to conform to the well spacing or density patlem prescribed or 
permitted by the governmental authority having jurisdiction, or to conform to any productive acreage determination made by such 
governmental authority. In making such a revision, Lessee shall file of record a written declaration describing the revised unit and stating the 
eftedive date of revision. To the eMent any portion of the leased premises is inGuded in or excluded from the unit by virtue of such revision, 
the proportion of unit production on which royalties are payable hereunder shall thereafter be adjusted accordingly. In the absence of 
production in paying quantities from a unit, or upon permanent cessation thereof, Lessee may terminate the unit by filing of record a written 
declaration describing the unit and stating the date of termination. Pooling hereunder shall not constitute across-conveyance of interests. 
7. Proportionate Reductions. If Lessor owns less than the full mineral estate in all or any part of the leased premises, the royalties and 
shut-in royalties payable hereunder (or any well on any part of the leased premises or lands pooled therewith shall 6e reduced to the 
proportion that Lessors interest in such part of the leased premises bears to the full mineral estate in such part of the leased premises. 

8. Ownership Changes. The interest of either Lessor or Lessee hereunder may be assigned, devised or otherwise transferted in whole or 
in part, by area and/or by depth or zone, and the rights and obligations of the parties hereunder shall extend to their respective heirs, 
devisees, executors, administrators, successors and assigns. No change in Lessors ownership shall have the effect of reducing the rights 
or enlarging the obligations of Lessee hereunder, and no change in ownership shall be binding on Lessee until 60 days aher Lessee has 
been famished the original or duly authenticated copies of the documents establishing such change of ownership to the satisfaction of 
Lessee or until Lessor has satisfed the notifcation requirements contained in Lessee's usual forth of division order. In the event of the death 
of any person entitled to shut-in royalties hereunder, Lessee may pay or tender such shut-in royalties to the credit of decedent or decedent's 
estate in the depositary designated above. If at any time two or more persons are entitled to shut-in royalties hereunder, Lessee may pay or 
tender such shut-in royalties to such persons or to their credit in the depository, either jointly or separately in proportion to the interest which 
each owns. If Lessee trensfers its interest hereunder in whole or in part Lessee shall be relieved of all obligations thereafter arising with 
respect to the transferred interest, and failure of the transferee to satisfy such obligations with respect to the transferred interest shall not 
affect the rights of Lessee with respect to any interest not so transferred. If Lessee transfers a full or undivided interest in all or any portion of 
the area covered by this lease, the obligation to 
pay or tender shut-in royalties hereunder shall be divided between Lessee and the transferee in proportion to the net acreage interest in this 
lease then held by each 

9. Release of Lease. Lessee may, at any time and from time to time, deliver to Lessor or fle of record a written release of this lease as to 
a (all or undivided interest in all or any portion of the area covered by this lease or any depths or zones thereunder, and shall thereupon be 
relieved of all obligations thereafter arising with respect to the interest so released. If Lessee releases less than all of the interest or area 
covered hereby, Lessee's obligation to pay or tender shut-in royalties shall be proportionately reduced in accordance with the net acreage 
interest retained hereunder. 

10. Mcillary Rights. In exploring for, developing, producing and marketing oil, gas and other substances covered hereby on the leased 
premises or lands pooled or unitized therewith, in primary and/or enhanced recovery, Lessee shall have the right of ingress and egress 
along with the right to conduct such operations on the leased premises as may be reasonably necessary for such purposes, including but 
not limited to geophysical operations, the drilling of wells, and the construction and use of roads, canals, pipelines, tanks, water wells, 
disposal wells, injection wells, pits, electric and telephone lines, power stations, and other facilities deemed necessary by Lessee to 
discover, produce, store, Veat and/or transport production. Lessee may use in such operations, free of cost, any oil, gas, water and/or other 
substances produced on the leased premises, except water from Lessors wells or ponds. In e~loring, developing, producing or marketing 
from the leased premises or lands pooled or unitized therewith, the ancillary rights granted herein shall apply (a) to the entire leased 
premises described in Paragraph 1 above, notwithstanding any partial release or other partial termination of this lease; and (6) to any other 
lands in which Lessor now or hereafter has authority to grant such rights in the vicinity of the leased premises or lands pooled therewith. 
When requested by Lessor in writing, Lessee shall bury its pipelines below ordinary plow depth on cultivated lands. Nowell shall be located 
less than 200 feet from any house or barn now on the leased premises or other lands of Lessor used by Lessee hereunder, without Lessors 
consent, and Lessee shall pay for damage caused by its operations to buildings and other improvements now on the leased premises or 
such other lands, and [o commercial timber and growing crops thereon. Lessee shall have the right at any time to remove its fixtures, 
equipment and materials, inGuding well casing, from the leased premises or such other lands during the lertn of this lease or within a 
reasonable time thereafter. 
11. Regulation and Delay. Lessee's obligations under this lease, whether egress or implied, shall be subject to all applicable laws, rules, 
regulations and orders of any governmental authority having jurisdiction, including restrictions on the drilling and production of wells, and 
regulation of the price or transportation of oil, gas and other substances covered hereby. When drilling, reworking, production or other 
operations are prevented or delayed by such laws, ales, regulations or orders, or 6y inability to obtain necessary permits, equipment, 
services, material, water, electricity, fuel, access or easements, or by fire, flood, adverse weather conditions, war, sabotage, rebellion, 
insurrection, not, strike or labor disputes, or by inability to obtain a satisfactory market for production or failure of purchasers or cartiers to 
take or transport such production, or by any other cause not reasonably within Lessee's control, this lease shall not terminate because of 
such prevention or delay, and at Lessee's option, the period of such prevention or delay shall be added to the term hereof. Lessee shall not 
be liable for breach of any express or implied covenants of this lease when drilling, production or other operations are so prevented, delayed 
or interrupted. 
12. Breach or Default. No litigation shall be initiated by Lessor with respect to any breach or default by Lessee hereunder, for a period of 
at least 90 days after Lessor has given Lessee written notice fully describing the breach or default, and then only if Lessee fails to remedy 
the breach or default within such period. In the event the matter is litigated and there is a fnal judicial determination that a breach or default 
has occurred, this lease shall not be forfeited or cancelled in whole or in part unless Lessee is given a reasonable time after said judicial 
determination to remedy the breach or default and Lessee fails to do so. If this lease is cancelled for any cause, it shall nevertheless remain 
in force and effect as to (1) sufficient acreage around each well as to which there are operations to constitute a drilling or ma~timum 
allowable unit under applicable governmental regulations, (but in no event less than forty acres), such acreage to be designated by lessee 
as nearly as practicable in the form of a square centered at the well, or in such shape as then existing spacing rules require: and (2) any 
part of said land included in a pooled unit on which there are operations. Lessee shall also have such easements on said land as are 
necessary to operations on the acreage so retained. 
13. Warranty of Title. Lessor hereby warrants and agrees to defend title conveyed to Lessee hereunder, and agrees that Lessee at 
Lessee's optlon may pay and discharge any taxes, mortgages or liens existing, levied or assessed on or against the leased premises. If 
Lessee exercises such option, Lessee shall he subrogated to the rights of the party to whom payment is made, and, in addition to its other 
rights, may reimburse itself out of any royalties or shut-in royalties otherwise payable to Lessor hereunder. In the event Lessee is made 
aware of any claim inconsistent with Lessor's title, Lessee may suspend the payment of royalties and shut-in royalties hereunder, without 
interest, until Lessee has been famished satisfactory evidence that such claim has been resolved. 
14. In the event the term of this lease has not been extended by production or some other provision contained in the lease, 
Lessee is hereby given the exclusive right and option to extend the primary term of this lease as to all or any portion of the land 
covered hereby for an additional two (2) years from the date of expiretion of the original primary term. This option may he 
exercised by Lessee at any time during the last year of the original primary term hereof by paying or tendering to Lessor, or its 
successor, the sum of Fiky and No/100 Dollars (550.00) per net mineral acre covered by this lease. Should this option be 
exercised as herein provided, it shall be considered for all purposes as though this lease originally provided for apaid-up primary 
term of flue (5) years. Payment shall be considered made and option exercised by mailing payment to last known address of 
Lessor or its assigns. 

IN WITNESS WHEREOF, this lease is executed to be effective as of the date first written above, but upon execution shall be 
binding on the signatory and the signatory's heirs, devisees, executors, administrators, successors and assigns, whether or not this lease 
has been executed by all parties hereinabove named as Lessor. 
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LESSOR (WHETHER ONE OR MORE) 

ACKNOWLEDGEMENTS 

STATE OF 

COUNTY OF 

INDIVIDUAL 

(For use in all states) 

On this day of , 20_, before me, the undersigned Notary Public in and for said county and state, 
personally appeared 
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged that the same was executed 
and delivered as their free and voluntary act for the purposes therein set forth. In witness whereof I hereunto set my hand and official seal an 
of the date hereinabove stated. 

Notary Public 

My Commission Expires 

B-3 



.--, 
~C~ 

copas 

l 

z 

J 

4 

5 

6 

7 

8 

9 

10 

Il 

l2 

IJ 

14 

Is 

16 

n 

IS 

19 

20 

21 

1z 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

74 

35 

3b 

37 

3R 

39 

40 

41 

42 

a3 

44 

a5 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

6l 

62 

63 

64 

65 

Gb 

COPAS 2005 Accounting Procedure 
Recommended by COPAS 

Exhibit " C " 
ACCOUNTING PROCEDURE 

JOINT OPERATIONS 
Attached to and made pazt of that certain Ooerating~reemeut River Bend Chester Unit between Merit Enerev Comoanv LLC 

as Ooeralor and the Non-Operatoes thereto All terms and words in this E~chibi~ "C" shall have the same meanine as prescribed in 

the operative aereement unless otherwise defined herein 

t. GENERAL PROVISIONS 

IF THE PARTIES FAIL TO SELECT EITHF,R ONE OF COMPETING "ALTF.RNATIVF," PROVISIONS, OR SELECT ALL THE 

COMPETING "ALTERNATIVE" PROVISIONS, ALTERNATIVE 1 [N EACH SUCH INSTANCE SHALL RF. DEEMED TO HAVE 

BEEN ADOPTED BY THE PARTIES AS A RESULT OF ANY SUCH OMISSION OR DUPLICATE NOTATION. 

IN THE EVENT THAT ANY "OPTIONAL" PROVISION OF THIS ACCOUNTING PROCEDURE IS NOT ADOPTED BY THE 

PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR EIANDWRITTEN INDICATION, SUCH PROVISION SHALL NOT 

FORM A PART OF THIS ACCOUNTING PROCEDiJRE, AND NO INFERENCE SHALL BE MADE CONCERNING THE INTENT 

OF TfIE PARTIES IN SUCH EVEVT. 

1. DEFINITIONS 

All terms used in this Accounting Prceedure shall Gave the following meaning, unless otherwise expressly de£ned in the Agreement: 

"Affiliate" meads for a peiso~~, another person that controls, is couh~olled by, or is under common conVol with drat person. In this 

definilioq (a) control means [he ownership by one person, directly or indirecgy, of more lhari fifty percent (50%) of the voting securities 

of a corporation or, for other persons, the equivalent ownership interest (such as partnership interests), and (b) "person' means an 

individual, co~pora[ion, partnership, tivs4 estate, unincoipora[cd organizaiioq association, or other legal entiry. 

`Agreement" means the operating agreement, fartnou[ agreement, or other conh~act between [he Parties to which this Accounting 

Procedure is attached. 

"Controllable Material" means Material that, at the time of acquisition or disposition by the Joint Accoune, as applicable, is so classified 

in the Material Classification Manual most recently recommended by [he Council of Peholeum Accountants Societies (COPAS). 

"Equalized FreighN' means the procedure of charging Vansportation cos[ to the ]oint Account based upon the distance from the nearest 

Railway Receiving Point ro the property. 

"Excluded AmounP' mea~vs a specified excluded trucking amount most recently recommended by COPAS. 

"Field OtTice" means a shucture, or portion of a st~vchu~e, whether a temporary or permanent installatioq the primazy function of which is 

[o directly serve dairy operation and maintenance activities of the Soin~ Property and which serves as a staging area for directly chargeable 

field personnel. 

"First Level Supervision" means those employees whose primary function in Joint Operations is the direct oversight of the Operator's 

field employees and/or contract labor directly employed On-site in a field operating capacity. First Level Supervision functions may 

include, but are not limited lo: 

• Responsibility for £eld employees and conhact labor engaged in activities that cnn include field operations, maintenance, 

conshuc[ion, well remedial work, equipment movement and drilling 

• Responsibility for day-to-day direct oversight of rie operations 

• Responsibility for day-to-day direct oversight of construction operations 

• Coordination ofjob priorities and approval of work procedures 

• Responsibility for optimal resource utilization (equipment, Materials, personnel) 

• Responsibility for meeting production and field operating expense targets 

• Representation of [he PaRies in local matters involving community, vendors, regulatory agents and landowners, as an incidental 

part of the supervisor's operating responsibilities 

• ResponsibiliTy for all emergency responses with Field staff 

• Responsibility for implementing safety and environmental practices 

• Responsibility for field adherence to company policy 

• Responsibility for employment decisions and performance appraisals for field personnel 

• Oversight of sub-goups for field functions such as electrical, safety, environmental, telecommunications, which may have e oup 

or team leaders. 

"Joint AccounN' means the account showing the charges paid and credits received in the conduct of [he Joint Operations [ha[ are to be 

shared by the Parties, but does not include proceeds a[hibutable to hydrocazbons and by-products produced under the Ap~eemei~t. 

"Joint Operations" means all operations necessary or proper for the exploration, appraisal, development, production, protection, 

maintenance, repair, abandonment, and restoration of the Ioint Property. 

COPYRIGHT ~c  2005 by Council of Petroleum Accountants Societies, Inc (COPAS) 
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"Laws" means any laws, roles, regulations, decrees, and orders of the Uniled Stales of America or any slate thereof and all other 

govemmemal bodies, agencies, and other authorties leaving jurisdiction over or affecting the provisions contained in or the hansaclions 

contemplated by the Agreement or the Parties and their operations, whether such laws now exist or aze hereafter amendeA, enacted, 

promulgated or issued. 

"Material" means personal property, equipment, supplies, or consumables acquired or held for use by the Join[ Property. 

`Non-Operators" means the Parties to the Agreement other than the Operator. 

"Offshore Facilities" means platforms, suitace and subsea development and production systems, aid otlier support systems such as oil and 

gas handling facilities, living quarters, offices, shops, cranes, electrical supply equipment and systems, fuel and water storage and piping, 

helipoR, marine docking installations, communication facilities, navigation aids, and other similar fac~Gties necessary in the conduct of 

offshore operations, all of which aze located offshore. 

"Off-site" means any location [ha[ is nog considered On-site as dzfined in this Accounting Procedure. 

"Oo-site" means on the Joint Property when in direct conduct of Ioint Operations. The term "Qn-site" shall also include lliat portion of 

Offshore Facilities, Shore Base Facilities, fabrication yards, and staging areas from which Loin[ Operations are conducted, or other 

facilities that directly control equipment on the Joint Property, regardless of whether such facilities aze owned by the Joint Account. 

"Operator" means the Pa~Ty desigiated pursuant to the Agreement to conduct the Joint Operations. 

"Parties" means legal entities signatory to the Agreement or their successors and assigns. Parties shall be referred to individually as 

"Puty.,' 

"Participating Interest" means the percentage of [he costs and risks of conducting an opeiztion under the Agreement [hat a Party agrees, 

or is otherwise obligated, to pay and bear. 

"Participatlng Party" mews a Party [hat approves a proposed operation or otherwise agrees, or becomes liable, to pay and bear a share of 

the costs and risks oFconducting an operation under the Agreement. 

"Personal Expenses" means reimbursed costs for travel and temporary living expenses. 

"Railway Receiving PoinP' means tk~e railhead nearest the Join[ Property for which freight rates are published, even [hough an acNal 

izilhead may ~~ot exist. 

`Share Base FaciGfies" means onshore support facilities ~ha[ during Ioinl Operations provide such services to the Soinl Propetly as a 

receiving and tiznsshipmen[ point for Materials; debarkation point for drilling and production personnel and services; communication, 

scheduling and dispatching center; and oilier associated functions serving the Joint Property. 

`Supply Store" means a recognized source or common stock point for a given Material item 

"Technical Services" means services providing specific engineering, geoscience, or other professional skills, such as those performed by 

engineers, geologists, geophysicists, and technicians, required to Handle 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 

pazagraph of the ina~oduction of Section I[I (lherhea~. Tectu~ical Services may be provided by the Operator, Operator's Affiliate, Non-

Operator, Non-Operator Affiliates, and/or third paRies. 

2. STATEMENTS AND BILLINGS 

The Operator shall bill Non-Operamis on or before the last day of the month for [heir proportionate shaze of the Ioint Account for the 

preceding month. Such bills shall be accompanied by statements that identify the AFE (authority for expenditure), lease or facility, and all 

charges and crediu summarized by appropriate categories of investment u~d expense. Controllable Material shall be separately identified 

and fully described in detail, or a[ the Operator's option, Con4~ollable Material may be summarized by major Ma~eiial classifications. 

Tntangible drilling ws~s, audit adjustments, and unusual charges and credits shall be separately and clearly identified. 

The Opwator may make available to Non-Operators any statements and bills required under Section I.2 and/or Section 1.3.A (Advances 

and Payments by the Parties) via email, electronic data interchange, intemet websites or other equivalent electronic media in lieu of paper 

copies. The Operator shall provide the Non-Operators instructions and any necessary information m access and mccivc the statements and 

bills within the timeframes specified herein. A statement or billing shall be deemed as delivered twenty-four (24) hours (exclusive of 

wcekends and holidays) after the Operator notifies the Non-Operator that the statement or billing is available on the websi[e and/or sent via 

email or electronic elan interchange Vnnsmission. Fach Non-Operator individually stroll elect to receive stetemenrs and billings 

electronically, if available from the Operator, or request paper copies. Such election may be changed upon thirty (30) days prior written 

❑o[ice to the Operaror. 
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A. Unless otherwise provided for in the Agreement, the Operator may requue the Nou-Operators to advance their shaze of the estimated 

cash outlay for the succeeding month's operations withi¢ fiftee¢ (15) days after receipt of the advance request or by [he first day of 

[he month for which Ike advance is required, whichever is later. The Operator shall adjust each montlily billing to reflect advances 

received from the Non-Operators far such month. If a refund is due, the Operator shall apply the amount to be refunded [o the 

subsequent month's billing or advance, unless the Non-Operator sends the Operator a written request for a cash refund. The Operator 

shall remit [he refimd to the Non-Opere[or within fifteen (I S) days of receipt of such written request. 

B. Except as provided below, each Pa~Ty shall pay its proportionate share of all bills in full within fifteen (IS) days of receipt date. If 

payment is no[ made witliin such time, the unpaid balance shall beaz interest compounded monthly at the prime rate published by [he 

Wal/Street Journal on the firs[ day of each month the payment is delinquent, plus tivee percent (3%), per annum, or the max inmm 

contract gate peintitted by the applicable usury Iaws governing the Joint PropeiTy, whichever is the lesser, plus a[[omey's fees, court 

costs, and otlier costs in connection with the collection of unpaid amounts. if the Wall Slreet Jounwl ceases to be published or 

discontinues publishing a prime gale, the unpaid balance shall bear interest compounded monthly at the prime gate published by the 

Federal Reserve plus ~hrce percent (3 % ), per annum. Interest shall begin accruing on the first day of the month in which the payment 

was due. Payment shall nol be reduced or delayed as a result of inquuies or anticipated credits unless We Operator has ay~-etd. 

Notwithstanding the foregoing, the Non-Operator may reduce payment, provided iL furnishes documentation and explanation to the 

Operator at the time payment is made, to the extent such reduction is caused by: 

(1) being billed at an incorrcet working interest or Participating Interest tliat is higher than such Non-Operator's actual working 

interest or Participating Interest, as applicable; or 

(2) being billed for a project or AFE requiring approval of the Parties under die Agreement that the Non-Ope~~alor has not approved 

or is nol otherwise obligated to pay u~~der Uie AgreemenC, or 

(3) being billed for a propeiTy in which the Non-Operator no longer owns a working interest, provided the Non-Opzrator has 

fwnished the Ope~a[or a copy of the recorded assignment or letter in-lieu. Notwithstanding the foregoing, the Non-Operator 

shall remain responsible for paying bills ath~ibutable to the interest it sold or [ransfen~ed for any bills rendered dwing the thi~Ty 

(30) day period following die Operaror's receipt of such written notice; or 

(4) chu~ges outside the adjustment period, as provided in Section IA (Adjur~men~s). 

4. ADJUSTMENTS 

A. Payment of any such bills shall not prejudice the right of any Party to protest or question the corteclness ~hereoF, however, all bills 

and statements, including payout statements, rendered during any calendar year shall wnclusively be presumed to be true and correct, 

with respcet only to cxpcnditures, after twenty-four (24) months following the end of any such calendar year, unless within said 

period a Party takes specific detailed wnt[en exception thereto making a claim for adjusmient The Operator shall provide a response 

to al] written exceptions, whether or not contained in an audit report, within the time periods prescribed in Section I.5 (Expenditure 

Audits). 

B. All adjustments initiated by the Operator, except [hose described in items (1) through (4) of this Section I.4.B, are limited to the 

twenty-four (24) month period following the end of the calendaz year iu which [he original charge appeared or should have appeazed 

on the Operator's joint Account statement or payout statement. Adjustments that may be made beyond [lie twenty-four (24) month 

period are limited to adjustments resulting firm tl~e following: 

(1) a physical inventory of Controllable Material as provided for ~n Section V (Invenm~~ies ojControllohle Malerian, or 

(2) an offsetting entry (whither in whole or in part) that is the direct result of a specificjoinl interest audit exception granted by the 

Operator relating to another property, or 

(3) a govemmenUregulatory audit, or 

(4) a working interest ownership or Participating Interest adj us~nent. 

5. EXPENDITURE AUDITS 

A. Anon-Operator, upon written notice to the Operator and all other Non-Ope~x[ors, shall have the right to audit the Operator's 

aceoun~s and records relating to the Loin[ Account within the twenty-four (24) month period following the end of such calendar year in 

which such bill was rendered; however, conducting an audit shall no[ extend [he time for the taking of written exception [o and [he 

adjustment of accounts as provided for in Section L4 (Adjaslments). My Party that is subject to payout accounting under the 

Agreement shall have the right ro audit the accounU and records of the PaiTy responsible for preparing the payout statement, or of 

the Pasty furnishing information to [he Party responsible for preparing payout statements. Audits of payout accounts may include the 

volumes of hydrocazbons produced and saved and proceeds received for such hydrocazbons as [hey peRain to payout accounting 

required under the Agreement. Unless otherwise provided in the Agreement, audits of a payout account shall be conducted within the 

twenty-four (24) monUi period following the end of the calendar year in wUich the payout statement was rendered. 

Where there are two or more Non-Operators, the Non-Operators shall make every reasonable efTort to conduct a joint audit in a 

maiwer that will result in a minimum of inconvenience [o the Operator. The Operator shall bear no portion of the Non-Operators' 

audit cost incuered under this paragraph unless agreed to by the Ope~~a[or. The audits shall not be conducted more than once each year 

without prior approval of the Operator, except upon [he resignation or removal of the Opeizror, and shall be made at die expense of 
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The Non-Operator leading the audit (hereinafter `lead audit company") shall issue the audit report within ninety (90) days after 

completion of the audit testing and analysis; however, the ninety (90) day time period shall not extend the twenty-fow~ (24) month 

requirement for taking speci£c detailed written exception as required in Section C4.A (Adjustments) above. All claims shall be 

supported with sufficient docwnen~ation. 

A timely filzd un'itteu exception or audit report containing written exceppons (hereinafter'~vritten exceptions") shall, with respect to 

the claims made therein, preclude We Operator from asserting a statute of limitations defense against such claims, and the Operator 

hereby waives its sight to assert a~iy statuce of limitations defense against such claims for so long as any Non-Operator continues to 

comply with the deadlines for resolving exceptions provided in this Accounting R~ocedure. If the Non-Operators fail to comply with 

the additional deadlines in Section LS.B or LS.C, the Operator's waiver of its rights to assert a staN[e of linv[ations defense against 

[he claims brought by the Non-Opera~ois shall lapse, and such claims shall then be subject to the applicable staw[e of limila~ions, 

provided that such waiver shall not lapse in the event that the Operator has failed to comply with the deadlines in Section I.S.B or 

LS.C. 

B. The Operator shall provide a writtrn response to all exceptions in an audit report within one hundred eighty (I80) days aRer Operator 

receives such repott. Denied exceptions should be accompanied by a substantive response. If [he Operator fails to provide substantive 

response [o an exception within this one hundred eighty (l80) day period, the Operator will owe interest on that exception or portion 

[hereof, if ultimately granted, from the date it received the audit report. Interest shall be calculated using the rate set forth in Section 

I3B (Advmices mid Payments Hy Nye Parries). 

C. The lead audit company shall reply to the Operator's response to an audit report within ninety (90) days of receipt, and Uie Operator 

shall reply [o the lead audit company's follow-up response within itinety (90) days of receipt; provided, however, each Non-Operator 

shall have the right [o represent itself if i[ disagrees with [he lead audit company's positiou or believes [he lead audit company is not 

adequately fulfilling its duties. Unless otherwise provided for in Section I.S.E, if the Operator fails to provide substantive response 

to an exception within this ninety (90) day period, [he Operator will owe interest on [hat exception or portion thereof, if ultimately 

granted, fi~om the date i[ received the audit report. Interest shall be calculated using the rate set forth in Section L3.B (Advances and 

Payments by the Parties). 

D. If any Party Cails to meet the deadlines in Scetions I.S.B or LS.0 or if any audit issues are outstanding fifteen (IS) months aRer 

Operator receives the audit report, the Operator or any Non-Operator participating in the audit has the right to call a resolution 

meetins, as set Co~tli in this Section I.S.D or i[ may invoke ~~e dispute resolution procedures included in the A~eement, iF applicable. 

The mee[in~ will require one month's written notice to the Operator and all Non-Operators participating in the audit. The meeting 

shall be held at the Operator's office or mutually agreed location, and shall be a¢cndcd by representatives of the Parties with 

aulhoriTy to resolve such outstanding issues. Any Party who fails to a[cend [he resolution meeting shall be bound by airy resolution 

reeched at the meeting. The lead audit compeny will make good faith efforts to coordinate the response and positions of the 

Non-Operator participants throughout the resolution process; however, each Non-Operator shall hive the sight to represent itself. 

Attendees will make good faith efFoRs to resolve outstanding issues, and each Pazty will be required to present substantive information 

supporting its position. A resolution meeting may be held as often as agreeA to by the Parties. Issues unresolved at one meeting may 

be discussed at subsequent meetings until each such issue is resolved. 

If the Agreement contains no dispute resolution procedures and Uie audit issues cannot be resolved by negotiation, the dispute shall 

be submitted to mediation. In such event, promptly following one Party's written request for medtation, the Parties fo the dispute 

shall choose a mutually acceptable mediator and shazz the costs of mediation services equally. 1'he Parties shall each have present 

at the mediation at least one individual wlio has the authority [o settle the dispute. The Parties shall make reasonable efforts fo 

ensure that the mediation commences witliin sixty (b0) days of the date of the mediation request. Notwithstanding the above, any 

Patty nay file a lawsuit or complaint (1) if the Pazlies are unable after reasonable eft'oits, to commence mediation within sixty (60) 

days of the dale of the mediation request, (2) For stalu~e of limitations reasons, or (3) [o seek a preliminary inj u~c[ion or other 

provisional judicial relief, if in its sole jud6mtcnt an injunction or other provisional relief is necessary to avoid incparablc damage or 

to preserve the status quo. Despite such action, ~hc Parties shall continue [o try to resol vc the dispute by mediation. 

C. AFFILIATES 

any 
For the purpose of administering / voting procedure, if Parties to this Ageemeul ue Affiliates of each 

other, then such Affiliates shall be combined and treated as a single Party having the combined working interest or Participating 

Interest of such A~ Bates. 

IL DIRECT CHARGES 

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

1. RENTALS AND ROYALTIES 
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Leasc rentzls and royalties paid by the Operator, on behalf of all PaRies, for the Joint Operations. 

2. LABOR 

A. Salaries and wages, including incentive compensation programs as set forth in COPAS MFI37 ("Chargeability of Incentive 

Compensation Programs"), for: 

(1) Operator's field employees directly employed On-sitz in the conduct of joint Operations, 

(2) Operator's employees directly employed on Shore Base Facilities, Offshore Facilities, or other facilities serving the Soint 

Property if such costs are m[ charged under Section II.6 (Equipment and Facilities Furnished by Operator) or az~e not a 

function covered under Section III (Overhead, 

(3) Opera(or's employees providing First Level Supervision, 

(4) Operator's employees providing On-site Technical Services Cor the Joint Property if such chaz~ges are excluded from tl~e 

overhead rates in Section [ll (Overhen~, 

(5) Operator's employees providing Off-site Technical Services for the joint Property if such chazges are excluded 6om the 

overhead rates in Section III (Over6ea~. 

CUarges for [he Operaror's employees identified iii Section II.2.A may be made based on the employee's actual salaries and wages, 

or in lieu [hereof, a day rate rzpresenting Use Operator's aveiagz salaries and wages of the employee's specific job category. 

Charges for personnel chargeable under this Section R.2.A who are foreign na[iogals_ shall not exceCd comparable compensation paid 
a masonry m interest of 

to an equivalent U.S. employee pwsuant [o this Section D.2, unless otherwise approvedby /the Parties. 

B. Operator's cost of holiday, vacation, sickness, and disability benefits, and otlter customary allowances paid to employees whose 

salazies and wages are chargeable [o the Joint Accomt under Su(ion Il2.A, excluding severance payments or other termination 

allowances. Such costs under this Section II.2.B may be charged on a "when and as-paid basis" or by "percentage assessmenC' on the 

amount of salaries and wages chargeable [o the Joint Account under Section IL2.A. If percentage assessment is used, the rake shall 

be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority that arc applicable to costs 

chargeable to the Joint Account under Sections II2.A and B. 
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D. Personal Expenses of personnel whose salazies and wages arc chargeable ~o the Joint Account under Section 11.2.A when the 

expenses are incurred in connection with directty chargeable activities. 

E. Reasonable relocation costs incurred in transferring to die Ioint Property personnel whose salaries and wage aze chazgeable to the 

Joint Account midis Section 112.A. Notwithstanding the foregoing, relocation costs that result 6om reorganization or merger of a 

Party, or [hat are for the primary benefit of die Operator, shall noc be chargeable to the Joint Account. Extraordinary relocation 

costs, such as those incurred vs a result of UansFers from remote bcations, such as Alaska or overseas, shall not be charged to the 
a masonry m interest of 

Joint Account unless approved by /the Parties. 

F. Training costs as specified in COPAS MFI-35 ("Charging of Training Costs to the Joint AccounP') for personnel whose salaries and 

wages are chargeable under Section II2.A. This vaining cliaz~ge shall include the wages, salaries, 4~aining course cost, and Personal 

Expenses incurred dining the training session. The training cos[ shall be charged or allocared [o the pmper[y or properties directly 

benefiting fi'om the ~rnining. The cost of the training course shall not exceed prevailing commercial rates, where such rates are 

available. 

G. Operator's cuRenl cost of established plans for employee benefits, as described in COPAS MFI-27 ("Employee Bene&ts Chargeable 

~o Joint Operations and Subject to Percentage Limitaliod'), applicable to the Operator's labor costs chargeable to the Ioint Account 

under Sections ll.2.A and B based on [he Operator's aemal cost not to exceed the employee benefits limitation percentage most 

recently recommended by COPAS. 

H. Award payments to employees, in accordance with COPAS MFI-49 ("Awards to Employees and Conhactors") for personnel whose 

salaries and wages are chargeable under Section II2.A. 

3. MATERIAL 

Material purchased or furnished by the Operator for use on the Soint PropeRy in [he conduct of Loin[ OpeizUons as provided under Section 

IV (Material Purchases, Transfers, and Dispositions). Only such Material shall be purcliaseA for or hsnsfe~red to the Soint Property as 

may be required for inwedia[e use or is reasonably practical and consistent with efficient and economical operations. The accunmlation 

of surplus stocks shall be avoided. 

4. TRANSPORTATION 

A. Transportation o(~ie Operator's, Operator's Affiliate's, or contractor's personnel necessary for joint Operations. 

B. Transportation of Matcnal between the Joint Property and another property, or from the Operator's warehouse or other storage point 

[o the Join[ Property, shall be charged to [he receiving property using one of the methods listed below. Transportation of Material 

fi~om the Joint Properly to the Operator's warehouse or other storage point shall be paid for by the Ioint Property using one of the 

methods listed below: 

(l) If [he actual tacking charge is less [hare or equal m the Excluded Amount the Operator may charge actual uvcking cos[ or a 

theoretical charge from the Railway Receiving Point to [he Join[ Prope~Ty. The basis for the theoretical charge is the per 

hundred weight charge plus fuel surchazges from the Railway Receiving Point to the Joint PropeiTy . The Operator shall 

consistently apply the selected alfemative. 

(2) If tl~e actual tracking chazge is greater than [he Excluded ,amount, the Operator shall charge Equalized Freight. Accessorial 

cliaz~ges such as loading and unloading costs, split pick-up costs, detention, call out charges, and pemtiL fees shall be charged 

du~ectly [o [he Joint Property and shall no[ be included when calculating the Equalized freight. 

5. SERVICES 

The cost of contract services, equipment, and u[ilitics used in the conduct of Joint Operxtions, except for contract services, cquipmw~, and 

utilities covered by Section I❑ (Overhead, or Section IIJ (,4~li~tes). Awards paid to 

contractors shall be chargeable pursuant to COPAS MF449 ("Awards to Employees and Contractors"). 

(whefl~er third-pazty or emUloyees of Ope~atoF) 
The costs of Technical Services / aze cGugeable [o the extent excluded from the overhead rates under Section ID (Overhead. 

6. EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR 

In the absence of a separately negotiated agreement, equipment and facilities fiunished by the Operator will be charged as follows: 

A. The Operator shall charge the loin[ Account for use of Operator-owned equipment and facilities, including but not limited to 

production facilities, Shore Base Facilities, Offshore Facilities, and Field Offices, at rates commenswate witli the costs of ownership 

and operation. The cost of Field Offices shall be chargeable to the extent the Field Offices provide direct service to personnel who 

are chargeable puesuant to Sectio~~ II.2.A (Labor). Such rates may include labor, maintenance, repairs, other operating expense, 

insura~ue, taxes, depreciation using straight line depreciation method, and interest on gross invesmient less acwmufated depreciation 

nn[ to exceed twelve percent ( l2 %)per annum; provided, however, depreciation shall not be charged when the 
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equipment and facilities investment have been Fully depreciated. The rate may include an element of the estimated cost for 

abandonment, reclamatioq and dismaz~tlemen[. Such rates shall not exceed the average commercial paces currently prevailing in [he 

immediate uea of [he loin[ PropeRy. 

B. In lieu of charges in Secpon 11.6.A above, the Operator may elect to use average commercial rates prevailing in [he immediace area 

of [he Join[ R~operty. If equipment and facilities are chazged under this Section IL6.B, [he Operator shall 

adequately document and support commercial rates and shall periodically review and update the rate and the supposing 

docmnentatioa For automotive equipment, the Operator may elect to usz rates published by the Petroleum Moor Tianspmt 

Association (PMTA) or such otlier orga~i~a[ion mcogi~ized by COPAS as the official source of rates. 

7. AFFILIATES 

A. Cliaz'ges for an Affiliate's goods and/or services used in operations requiting an AFE or other aull~orization fi~om the Non-Operators 

may be made without the approval of the Parties provided (i) the Affiliate is identified and the Affiliate goods and services are 

specifically detailed in the approved AFE or other au~iorizatioq aid (ii) the total costs for such ~liate's goods and services billed 

to such individual project do not exceed $ 75.000 If the total costs for an Affiliate's goods and services charged to such 

individual project are not ,specifically detailed in the approved AFE or au~hori~a[ion or exceed such amount, charges for such 
a ma~orjty~q ipferesf.of 

Affiliate shall require approval o /the Parties. 

B. For an Affiliate's goods and/or services used in operations no[.requinng an AFE or other authorisation from the Non-Operators, 
a ma~onLy in mleres[ of 

charges for such ~liate's goods and services shall require approval of / the Parties, iti the 

charges exceed $ 75 000 in a given calendar year. 

C. The cost of Uie Affiliate's goods or services shall not exceed average commercial rates prevailing in the area of the Soint PropeiTy, 

unless the Operator obtains the Non-Operators' approval of such gates. The Operator shall adequately document and support 

commercial rates and shall periodically review and update the rate and the supporting documentation; provided, however, 

documentation of commercial rates shall not be required if the Operator obtains Non-Opeiz[or approval of its Affiliate's rates or 

charges prior to billing Non-Operators for such AfTilia[e's goods and services. Notwithstartding the foregoing, direct charges for 

Affiliate-owned commwication facilities or systems shall be made pw~suant to Section II.l2 (Commm~ica~ions). 

If the Parties fail to desi~ate an amount in Sections IL7.A or II.7.B, in each instance the amount deemed adopted 6y the Parties as a 

result of such omission shall be the amount established as the Operator's expenditure limitation in the Agreement IC thz Agreement 

does not contain an Operator's expenditure limita~ioq the amount deemed adopted by the Parties as a result of such omission shall be 

zero dollars (S 0.00). 

8. DAMAGES AYD LOSSES TO JOINT' PROPERTY 

AI! costs or expenses necessary for the repair or replacement of Join[ Property resulting from demaves or losses inwn~ed, except to the 

extent such dunages or lasses result from a Party's or Parties' gross negligence or willful misconduct, in which case such Pally or Parties 

shall be solely liable. 

The Operator shall furnish the Non-Operetor written notice of damages or losses incureed as soon as practicable aRer a report has been 

received by the Operator. 

9. LECAL EXPENSE 

inCWding reaspnable, atromeys' fees and cos~s 
Recording fees and costs of handling, settling, or otherwise discharging liligalion, claims, and Inns /incurred in or resulting Gom 

operations under the Agreement, or necessary to protect or recover the Ioint Property, to the extent permitted under the Agreement. 

Landmen, whether third-party contracted 2r emplp ed by Operator, 
Costs for procuring abstracts, fees paid to / outside attorneys for ti~lc examinations (including 

preliminary, supplcmcntal, shut-in royalty opinions, division order title opinions), and curative work shall be chargeable to ~hc extent 

permitted as a direct charge in the Agreement. 

10. TAXES AND PERMITS 

All taxes and permitting fees of every kind and nature, assessed or levied upon or in connection with the Joint Property, or the production 

therefrom, and which have been paid by the Operator for Use benefit of [he Pasties, including penalties and interest, except [o the extent the 

penalties and Lrteres[ result from the Operator's gross negligence or willful misconduct. 

If ad valorem taxes paid by the Operator are based is whole or in part upon separate valuations of each Patty's working interest, then 

notwithstanding any cout~~ary provisions, the charges to the Parties will be made in accordance with the tax value generated by each Party's 

working interest. 
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Chazges to the Ioint Account resulti¢g from sales/use tax audits, including extrapolated amounts and penalties and interest, aze permitted, 

provided [he Non-Operator shall be allowed to review the invoices and other underlying source documents which served as [he basis for 

tax charges and to dererminc that the cofrect amount of takes were charged [o the Joint Account If the Non-Operator is not pem~itted to 

review such documentation, the sales/use tax amount shall not be dircetly charged unless the Operator can conclusively document the 

amount owed by the Joint Account. 

ll. I~'SURANCE 

Net premiums paid for insurance required to be carried for Ioint Operations for the protection of [he Parties. If Joint Operetions are 

conducted at locations where the Operator acts as self-insurer in regard to its worker's compensation and employer's liability insurance 

obligation, the Operator shall charge the loinL Aceounl manual rates for the risk assumed in its self-insurance program as regulated by the 

jurisdiction governing the Join[ Property. In the case of offshore operations in federal waters, Lhe manual rates of the adjacent state shatI be 

used for personnel performing work On-site, and such rates shall be adjusted for offshore operations by the U.S. Longshoreman and 

Harbor Workers (USL&H) or Jones Ac[ surcharge, as appropriate. 

12. COMMUNICATIONS 

Costs of acquiring, leasing, installing, operating, repairing, and maintaining commwication facilities or sysccros, including satellite, radio 

and microwave facilities, between the Joint Property and the Operator's offices) directly responsible for field operations in accordance 

with die provisions of COPAS MF444 ("Field Computer and Communication Systems"). If the communications facilities or systems 

serving the Joint Prope~ry are Operator-owned, charges to the Joint Account shall be made as provided in Section IL6 (Equipment and 

Facilities Furnished by Operator). If the communication facilities or systems serving the Joint Prope~Ty are owned by the Operator's 

Affiliate, charges to the 7oiut Account shall no[ exceed average commercial rates prevailing in the az~ea of the joint Property. The Operator 

shall adequately document and support commercial rates and shall periodically review and update die rate and [he supporting 

documentation. 

13. ECOLOGICAL, ENVIRONMENTAL, APD SAFETY 

Costs incurred for Technical Services and drafting to comply witli ecological, environmental and safety laws or standards recommended by 

Occupational Safely and Health Administration (OSHA) or other regulatory autliorities. All other labor and functions incuaed for 

ecological, environmental and safety matters, including management, administration, and pertnilting, shall be covered by Sections fl2 

(Laborj, II.S (Services), or Section III (Overhead, as applicable. 

Costs to provide or hive available pollution contnimnent and removal equipment plus actual costs of control rind cleanup arid resulting 

responsibilities of oil end other spills as well as discharges from permitted outfxlls as required by applicable Laws, or other pollution 

containment and removal equipment deemed appropriace by the Operator for pniden[ operations, are directly chargeable. 

14. ABANDONMENT AND RECLAMATION 

Costs incun~ed for aba~idonment and reclamation of die joint Property, including costs required by lease agreements or by Iaws. 

15. OTHER EXPENDITURES 

My other expenditure not covered or dealt with in llie foregoing provisions of this Section ll (Direct Charger), or in Section III 

(Overhead and which is of direct benefit to the Joint Property and is incurted by the Operator in the necessary and proper conduct of the 

Join[ Operations. 

111. OVERHEAD 

As compensation for costs not speci5cally identified as ehazgeablt [o the Joint Account pursuant ~o Section II (Direct Charges), the Ope~a[or 

shall charge the Join[ Account in acwrdance with Uiis Sec[ioa III. 

Functions included in the overhead gates regardless of whether performed by the Operator, Operator's Affiliates or third parties and regardless 

of bcation, shall include, but not 6e limiced to, costs and expenses of: 

• warehousing, other than for warehouses that aze jointly owned under this Agreement 

• design and drafting (except when allowed as a direct charge under Sections II.13, III.I.A(ii), and IIL2, Option B) 

• inventory costs not chargeable under Section V (Inventories oJConlrollable Materian 

• prceurement 

• administration 

• accounting a~~d auditing 

• gas dispatching and gas chart i~~[egre[ion 
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• human resources 

• management 

• supervision not duectly charged under Section II2 (Labm~) 

• legal services not directly chargeable under Sectiun II9 (Legal Expenre) 

• taxation, other than those costs identified as directly chargeable under Sec[ion IL l0 (Taxes and Permits) 

Overhead charges shall include Uie salaries or wages plus applicable payroll burdens, benefits, and Personal Expenses of personnel peifonning 

overhead functions, as well as office and other related expenses of overhead functions. 

1. OVERHEAI~DRILLING AND PRODUCIVG OPERATIONS 

As compensation for costs incun~ed but no[ chargeable under Section II (Direct Charges) and not covered by other provisions of phis 

Section lll, [he Operator shall charge on either: 

~ (Alternative 1) Fixed Rate Baais, Section ID.I.B. 

❑ (AI[ernadve 2) Percentage Basis, Section IIL LC. 

A TECHNIC,SL SERVICES 

(i) Except as o[henvise provided in Section Q,13, (EcoJopical Environmental, mid Safety) and Section IIL2 (Overhead -Major 
a ma~onty in mferes[ of 

Corist~vciion and CatartropHe), or by approval of / the PaRies, tt~e salaries, wages, 

related pay~nll burdens and benefits, and Personal Expenses for On-site Technical Services, including third party Technical 

Services: 

Q (Alternafive 1 -Direct) shall be chaz-ged direct to the Joint Account. 

❑ (AI[ernative 2 -Overhead) shall be covered by tl~e overhead sates. 

(ii) Except as otherwise provided in Section II:l3. (E~o(o~ical, E~inironniental, and Safety) and Section III.2 (Overhead -Major 
a ma~onty n m Brest o 

Cmesnvcainn and Calasb~ophe), or ~y approval of / the Parries, the salaries, wages, 

rclacrd payroll burdens and benefits, and Personal Expenses for Off-site Technical Service, including third pally Technical 

Services: 

~ (Alternafive 1 -All Overhead) shall be covered by the overhead rates. 

❑ (Alfernafive 2 -All Direct) shall be charged direct to the loin[ Account. 

❑ (Alternative 3 -Drilling Direct) shall be charged direct [o [he Joint Account, only to the extent such Technical Services 

az'e directly attributable to drilling, redrilling, deepening, or sidetracking operations, through completioq temporary 

abandonment, or abandonment if a dry hole. Off-site Technical Services for all oilier operations, including workover, 

recompletion, abandonment of producing wells, and the consnvetion or expansion of fixed assets no[ covered by Section 

III.2 (Overhead -Major Cunstruc~iai and Catastrophe) shall be covered by tl~e overhead rates. 

T otwithstanding anything to the contrary in this Section III, Technical Seevices provided by Operator's ~liates aze subject to limitations 

se[ forth in Section QJ (AJfi(iates). Charges for Technical personnel performing non-technical work shall no[ be governed by this Section 

QL LA, but instead governed by other provisions of iliis Accounting Procedure relating to the type of work being perfornied. 

B. OVERHEAD-FIXED RATE BASIS 

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

Dolling Well Rate per month $ l0 000 (prorated for less than a full month) 

Producing Well Rate per month $ 1,000 

(2) Application of Overhead—Drilling Well Rate shall be as follows: 

(a) Charges for onshore drilling wells shall begin on the spud date and terminate on the date the drilling and/or completion 

equipment used on the well is released, whichever occurs later. No chazge shall be made during suspension of drilling 

and/or completion operations for fifteen (15) or more consecutive calendar days. 
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(b) Charges for any well undergoing any type of workovcr, recompletion, and/or abandonment for a period of five (5) or more 

consecutive workdays shall be made a[ [he Drilling Well Ra[e. Such charges shall be applied for the period from date 

operations, with rig or otl~er units used in operations, commence tluough date of rig or other unit release, except that no chazges 

shall be made during suspension of operations for fifteen (15) or more co¢secutive calendar days. 

(3) Application of Overhead—A~oducing Well Rate shall be as follows: 

(a) M active well [hat is produced, injected into for recovery or disposal, or used [o obtain water supply ro support operations for 

any poRion of the month shall be considered as a one-well charge for the entire monde. 

(V) Each active completion in a multi-completed well shall be considered as a one-well charge provided each completion is 

considered a separate well by the governing regulatory audioiity. 

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

unless the Drilling Well Rate applies, as provided in Sections III.I.B.(2)(a) or (V). This one-well chazge shall be made whether 

or not the well has produced. 

(d) M aclivc gas well shut in because of overproduction or failure of a purchaser, processor, or transporter m take production shall 

be considered as a one-well charge provided the gas well is directly connected m a peananent sales outlet. 

(e) My well no[ meeting the criteria set forth in Sections [II.1 .6.(3) (a), (b), (c), or (d) shall no[ qualify for a producing overhead 

charge. 

(4) The well rates shall be adjusted on the firs[ day of April each year following the effective date of the Agreement; provideQ 

however, if this Accounting Procedure is attached to or ott~eiwise governing the payout accounting under a farmout agreement, the 

gales shall be adjusted on ffie first day of April each year following [he effective date of such faimou[ agreement. The adjustment 

shall be computed by applying the adjustment factor most recently published by COPAS. The adjusted rates shall be [he initial or 

amended rates agreed to by the Parties increased or decreased by the adjustment factor described herein, for each year from the 

effective date of suds retes, in accordance with COPAS MF447 ("AdjusGnenl of Overhead Rates"). 

2. OVERHEAR--MA.IOR CONSTRUCTION AND CATASTROPHE 

'fo compensate the Opera~or for overhead costs incurred in connection with a Major Construction projcet or Catastrophe, the Operator 

shall either negotiate a rate prior to [hc beginning of the project, or shall charge [he Joint Account for overhead based on the fallowing 

rites for airy Major Conswction project in excess of the Operator's zxpenditure limit under the Agreement, or for any Catastrophe 

regardless of the amount. If tt~e Agreement ro which [his Accounuug Procedure is attached does no[ contain an expendiNre limit, Major 

Constmc[ion Overhead shall be assessed far arty single Major Construction project costing in excess of $1OQ000 gross. 
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Major Construction shall mean the construction and installation of fixed assets, the expansion of fixed assets, and any ocher project clearly 

discernible as a fixed asst[ required for the development and operation of the Joint Property, or in the dismantlement, abandonment, 
2 

removal, and restoration of platforms, production equipment, and other operating facilities. 
7 

4 
Catastrophe is defined as a sudden calamitous event bringing damage, loss, or desWctio~ to property or [he environment, such as an oil 

5 
spill, blowout, expbsion, fire, stoma, hurricane, or other disaster. The overhead rate shall be applied to those costs necessary to restore the 

6 
Joint Property ro the equivalent condition that existed prior to the event. 

7 

B 
A. If the Operaror absorbs [he engineeri~~g, design and drafting costs related to the project: 

9 

10 
(l) 5 % of total costs if such costs az~e less than $100,000; plus 

ll 

12 
(2) 3 % of total costs in excess of $100,000 buy less than $1,000,000; plus 

13 

14 
(3) 2 % of total costs in excess of $1,000,000. 

IS 

Ifi 
B. If the Operator charges engineering, design and drafting costs related to Nie project directly to the Joint Account 

17 

18 
(I) 3 % of mtal costs if such costs are less than $100,000; plus 

19 

20 
(2) 2 % of rotal costs in excess of 3100,000 but less than $ 1,000,000; plus 

zi 

22 
(3) I % of total costs in excess of S 1,000,000. 

23 

24 
Total cost shall mean the gross cos[ of any one project. For the purpose of this paragraph, the component pails of a single Major 

25 
Constmetion project shall not be treated separately, and the cost of drilling and workover wells and purchasing a~~d installing pumping 

2b 
units and downhole artificial lift equipmzn[ shall be excluded. For Catastrophes, the rates shall be applied to all costs associated with each 

27 
single occurrence or event. 

28 

29 
On each project, the Operator shall advise [he NonAperalor(s) in advance which of the above options shall apply. 

]0 

31 
For the proposes of calculating Catashophe Overhead, the cosh of drilling relief wells, substitute wells, or conducting other well operations 

32 
directly resulting from the catastrophic event shall be included. Expenditures to which these rates apply shall not be reduced by salvage or 

33 
insurance recoveries. Expenditures that qualify (or Major Constmction or Catastrophe Overhead shall nod qualify for overhead under any 

34 
o[hcr ovcnc~ad provisions. 

35 

36 
In the event of auy conFlict between the provisions of this Section IIL2 and [he provisions of Sections D2 (Labor), ILS (Services), or IIJ 

37 
(AJfi[iates), the provisions of this Section III.2 shall govern. 

38 

39 
3. AMENDMENT OFOVERHEAD RATES 

40 

41 
llie overhead rates provided for in this Section III may be amended fi'om time to time if, in practice, the ~a[es are fom~d to be insufficient 

42 
or excessive, iii accordance with the provisions of Section 1.6.6 (Arnendmen~s). 

4] 

44 

45 
IV. MATERIAL PURCHASES, TRAnSFERS, AND DISPOSITIONS 

46 

47 
The Operator is responsible for Ioinl Account Material and shall make proper and timely charges and credits for direct purchases, transfers, and 

Oft 
dispositions. The Operator shall provide all Material for use in the conduct of Ioiut Operations; However, Material may be supplied by the Non-

49 
Operalors, at the Operator's option. Material fumishcd by any Party shall 6c fumishcd without any cxpress or implied warran tics as to quality, 

50 
fitness for usq or any other matter. 

51 

52 
1. DIRECT PURCHASES 

57 

54 
Direct purchases shall be charged to the Joint Account at the price paid by the Operator after deduction of all discounts received. The 

55 
Operator shall make good faith efforts to take discounts offered by suppliers, but shall not be liable for failure ro take discounts except [o 

56 
[he extent such failure was the result of the Operator's gross negligence or willful misconduct. A direct pw~chase shall be deemed to oceur 

57 
when an agreement is made behveen an Operator and a third party for the acquisition of Material fora specific well site or location. 

58 
Material provided by the Operator under "ve¢dor stocking progranis;' where the uu[ial use is for a Joiu[ Property and ti tle of the Material 

59 
does not pass from the manufacturer, disvibutor, or agent until usage, is considered a direct purchase. If Material is found to be defective 

60 
or is returned to the manufacturer, distributor, or agent for any other reason, credit shall be passed to the joint Account within sixty (GO) 

61 
days after the Operator hu received adjustment &~om the manufacturer, distributor, or agent. 

62 

63 

64 

b5 

66 
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A transfer is dete~miued to occur when the Operator (i) furnishes Material from a storage facility or from another operated property, (ii) has 

assumed liability for the storage costs and changes in value, and (iii) has previously secured and held title to [he transferred Material. 

Simflady, [he removal of Material from the loin[ Property to a storage faci liry or to another operated property is also considered a transfer; 

provided, however, Material that is moved from the Joint Property ro a storage location for safe-keeping pending disposition may remain 

charged to the Joint Account and is not considered a Vansfer. Material shall be disposed of in accordance with Section N.3 (Disposi/ion of 

Swpfus) and the Agreement to which this Accounting Procedure is attached. 

A. PRICING 

The value of Material transferred to/from the joint Property should generally reflect the market value on the date of physical transfer. 

Regazdless of the pricing method used, the Operator shall make available to the Non-Operators sufficicnl documentation to verify the 

Material valuation. When higher khan specification grade or siu lubulars arc used in the conduct of Joint Operations, the Operator 

shall charge [he Joint Account at the equivalent price for well design specification tubulars, unless such higher specification grade or 
a majonty iu interest of 

sized lubulars az~e approved by / the Parties. Transfers of new Material will be priced 

using one of the following pricing methods; provided, however, tl~e Operator shall use consistent pricing metliods, and not alternate 

between methods for Ore purpose of choosing the method most favorable to the Operamr for a specific transfer 

(1) Using published prices vi effect on date of movement as adjusted by the appropriate COPAS Historical Price Multiplier (HPM) 

or prices provided by the COPAS Computerized Equipment Pricing System (CEPS). 

(a) For oil country Nbula~s and line pipe, the published price shall be based upon eastern mill cazload base prices (Houston, 

Texas, for special end) adjusced as of date of movement, plus transportation cost as defined in Section N.2.B (Freight). 

(b) For other Material, the published price shall be the published list price in effect at date of movement, as listed by a Supply 

Store nearest die Joint PropeiTy where like Material is noanally available, or point of manufacture plus transportation 

costs as defined in Section N.2.B (Freigh7). 

(2) Baeed ou a price quotation 4om a vendor that reflce~s a current realisfic acquisition cost. 

(3) Based on the amount paid by the Operator for like Material in [hc vicinity of the Ioinl Property within [he previous twelve (12) 

months from the date of physical trensFer. 

(4) As agrccd to by the Participating Panics for Material bring transfcrrcd to the Joint Property, and by tlic Panics owning the 

Material for Ma[cnal bring Iransfcrred from the loin[ Property. 

B. FREIGHT 

Transportation costs shall be added to the Material trnnsfer price using the method prescribed by the COPAS Computerized 

Equipment Pricing System (CEPS). If not using CEPS, transportation costs shall be calculated as follows: 

Q) TranspoRation costs for oil country tubula~~s and line pipe shall be calculated using the distance firm eastern mdl to the 

Railway Receiving Point based on the cazload weight basis as recommended by the COPAS MFI-38 ("Material Pricing 

Manual") and other COPAS MFIs in effect at the time of the transfer. 

(2) Transportation costs for special mill items shall be calculated from [hat mill's shipping point to tl~e Railway Receiving Point. 

For transportation costs from other than eastern mills, the 30,000-pound interstate Wek rate shall be useA. Transportation costs 

for macaroni tubing shall be calculated based on the interstate truck rate per weight of tubing transferred to the Railway 

Rccciving Point. 

(3) Transportation costs for special end Nbular goods shall be calculated using the interstate truck rate from Hous[oq Texas, [o the 

Railway Receiving Point. 

(4) Transportation costs for Material other than [hat described in Sections N.2.B.(I) dimugh (3), shall be calculated from the 

Supply Store or pain[ of manufacture, whichever is appropriate, to the Railway Receiving Point 

Regardless of whether using CEPS or manually calculating tianspoitafion costs, uanspo~tation costs from the Railway Receiving Point 

[o [he Joint Property ue in addition to the foregoing, and may be chazged to Uie Joinf Account based on actual costs inwaed. All 

Vansportation costs are subject to Equalized Freight as provided in Section IIA (Transporm~ior~) of this Accounting Procedure. 

C. TAX&S 

Sales acid use [axes shall be added to the Material transfer price using either the method contained in die COPAS Computerized 

F.quipmen[ Pricing System (CEPS) or the applicable taac me in effect for the Joint Property at the time acid place of transfer. L~ either 

case, the joint Account shall be charged or credited at the rate that would lave goveived had [he Material been a direct purchase. 
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Q) Condition "A" -New and unused Material in sound and serviceable condition shall be charged a[ one hundred percent (100 

of the price as determined in Sections N.2.A (Pricing), N2.B (Freight), and N1.0 (Taxes). Material hansferzed from the 

Joint Property that was not placed in service shall be credited as charged without gain or loss; provided, however, any unused 

Material [ha[ was chazged to the Joint Aceount thrwgh a direct purchase will be credited fo [he joint Account at the original 

cost paid less restocking fees chazged by the vendor. New and unused Material transferted frorq the Joiul Property may be 
a ma~onty m interest of 

credited at a pace other than die price originally charged to the Soint Account provided such price is approved by / [he Parties 

owning such Material. All refurbishing costs required or necessary to return the 

Material to original condition or [o correct handling, nansportarion, or other damages will be borne by the divesting property. 

The Ioint Account is responsible for Material preparation, handling and transportation costs for new and unused Material 

charged to the Ioint Property either dvougl~ a direct purchase or transfer. My preparation costs incuRed, including any internal 

or external coating and wrapping, will be credited on new Material provided these services were not repeated for such Ma[ciial 

for the receiving property. 

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

by multiplying the price determined in Sections IV.2.A (Pricing), 1V 2.B (Freighe), and N2.0 (Tares) by seventy-five percent 

(75 %)- 

Except as provided in Section N2D(3), all reconditioning costs required [o return the Material to Condition "B" or to correct 

handling, transportation or other damages will Ue borne by the divesting property. 

If the Material was originally chargeA to tl~e Joint Account as used Material acid placed in service for the joint Property, the 

Material will be credited at the price determined in Sections N2.A (Pricing), N.2.B (Freight), and N2,C (Taxes) multiplied 

by sixty-five percent (65"/0). 

Unless otherwise agreed to by tl~e Parties that paid for such Matzrial, used Ma[e~ial transferred from [he Ioint Property that was 

not placed in service on the property shall be credited as chazged without gain or loss. 

(7) Condition "C" -Material that is nod in sound and serviceable condition and no[ suitable for its original function until after 

reconditioning shall be priced by multiplying the price determined iu Sections N2A (Pricing), N.2.B (Freight), and N1.0 

(Yates) by fifty percent (50 % ). 

The cos[ of reconditioning may be charged to the receiving property to the extent Condition "C" value, plus cost of 

reconditioning, dots not czcccd Condition "B" value. 

(4) Condition "D" -Material that (i) is no longer suiteble for its original purpose but useable for some other pwpose, (ii) is 

obsolete, or (iii) does not meet original specifications but still has value xnd can be used in other applicx[ions as a substiNte for 

items with different specifications, is considered Condition "D" Ma[e~ia1 Casing, robing, or drill pipe used as line pipe shall be 

priced as Grade A and B seamless line pipe of comparable size and weight. Used casing, tubing, or drill pipe utilized as line 

pipe shall be priced a[ used line pipe prices. Casing, tubing, or drill pipe used as higher pressure service lines than standard line 

pipe, e.g., power oil lines, shall be priced under normal pricing procedw~es for casing, tubing, or drill pipe, Upset tubular goods 

shall be priced on a non-upset basis. For other items, the price used should result in the Joint Account being chaz~geA or credited 

with the value of the service rendered or use of [he Material, or as agreed to by the Pazties pursuant to Section L6.A (Genera! 

Halters). 

(5) Condition "E" -Junk shall be priced at prevailing scrap value prices. 

H. OTHER PRICING PROVISIONS 

(I) Preparation Costs 

Subject to Section II (Direct Churyes) and Section III (Overheard of this Accounting Procedure, costs inwrred by the Operator 

in making Material serviceable including inspection, third party surveillance services, and other similar services will be charged 

to die Joint Account at prices which reflect the Operator's actual costs of [he services. Documentation must be provided to the 

Von-Opera[o~s upon request ro suppoR tk~e cos[ of service. New coating and/or wrapping shall be considered a component of 

the Materials and priced in accordance with Sections N.I (Direct Purchases) or N2.A (Pricing), as applicable. No charges• or 

credits shall be made for used coating or wrapping. Charges and credits far inspections shall be made in accordance with 

COPAS MFI38 ("Macerial Pricing Manual"). 

(2) Loading and Unloading Costs 

Loading and unloading costs related [o [he movement of the Material to the Ioinl Properly shall be chazged in accordance with 

the methods specified in COPAS MFI-38 ("Material Pricing Ma~mal"). 

COPYRIGHT G~ 2005 by Council of Petroleum Accountants Societies, Inc. (COPAS) 

G13 



COPAS 2005 Accounting Procedure 
Recommended by COPAS, Inc. 

copas 

3. DISPOSITION OF SURPLUS 

2 
SucpWs Material is that Material, whether new or used, [hat is no longer required for ]oint Operations. The Operator may purchaze, but 

3 
shall be under no obligation to purchase, the interest of the Nun-Operators in swplus Ma[uial. 

4 

5 
Dispositions for the purpose of [his procedure are considered to be the relinquishment of title of the Material from the Join[ Property to 

b 
eiUier a fliird party, allon-Operator, or to the Operator. To avoid the accumulation of surplus Material, the Operator should make good 

7 
faitli efTorts [o dispose of surplus within twelve (12) months through buy/sale agreements, trade, sale [o a third party, division in kind, or 

8 
other dispositions as agreed to by the Parties. 

9 

10 
Disposal of su`plus Materials shall be made in accordance with the terms of the Agreement to which this Aceounting Procedure is 

11 
attached. If the Agreement contains no provisions governing disposal of surplus Material, the following terms shall apply: 

12 

13 
• The Operator may, through a sale to an unrelateA Third party or entity, dispose of surplus Material having a gross sale value that 

14 
is less than or equal to the Operator's expenditure limit as set forth in the Agreement to which [his Accounting Procedure is 

IS 
attached without die prior approval of the Parties ouming such Material. 

Ifi 

17 
• If the gross sale value exceeds the Agreement expenditure limit, the disposal must be agreed to by the Parties owning such 

IR 
Material. 

19 

20 
• Operator may purchase surplus Condition "A" or "B" Ma[e~ial without approval of the Parties ovming such Material, based on 

zi 
the pricing metliods set forth in Section N2 (Transfers). 

22 

23 
• Operator may purchase Condition "C" Material without prior approval of the Parties owning such Material if the value of the 

24 
Materials, based on the pricing methods set foRh in Section N2 (Transfers), is less than or equal [o the Operator's expenditure 

25 
limitation set faith in Uie Agreement The Operator shall provide documentation supporcing the classification of the Material as 

26 
Condition C. 

27 

28 
• Operator may dispose of Condition "D" or "E" Material under procedures normally utilized by Operator wi[liout prior approval 

29 
of the Parties owning such Material. 

30 

ll 
4. SPECIAL PRICING PROVISIONS 

32 

33 
A. PREMIUM PRICING 

34 

35 
Whenever Material is available only at in Fla[ed prices due to national emergencies, strikes, government imposed foreign trade 

36 
restrictions, or oUier unusual causes over which the Operator has no control, fm~ direct purchase tlic Operator nay charge the joint 

77 
Account for the required Material xt the Operator's actual cost incurred in providing such Material, making it suitable for use, and 

38 
moving it [o the joint Property. Material transfen-ed or disposed of during premium pricing situations shall be valued in accordance 

39 
with Section N.2 (71~ansjers) or Section N3 (Disposition oJSmplus), as applicable. 

40 

41 
6. SHOP-MADE ITEMS 

42 

4] 
Items fabricated by fhe Operator's employees, or by contract laborers under the direction of [he Operator, shall be priced using the 

44 
value of the Material used to consWct the item plus the cost of labor to fabricate tl~e item. If ll~e Material is front the Operaror's 

45 
scrap or junk account, the Material shall be priced al either twenty-Five percent (25%) of the curtenl price as de[ennined in Section 

46 
N2A (Pricing) or scrap value, whichever is higher. In no event shall the amount charged exceed the value of the item 

47 
commensurate with its use. 

43 

49 
C. MILL RE]ECTS 

50 

51 
Mill rejects purchased as "limited service" casing or robing shall be priced al eighty percent (80%) of K-55/J-55 price as determined in 

52 
Section N2 (Transfers). Line pipe converted to casing or tubing with casing or tubing couplings attached shall be priced as K-55/]-

53 
55 casing or tubing a[ the neazcst size and weigh. 

54 

55 

56 
V. INVENTORIES OF CONTROLLABLE MATERIAL 

57 

58 

59 
The Operator shall maintain records of Convollable Material charged to the Joint Accowt, with sufficient detail to perform physical inventories. 

60 

61 
Adjustments to the Joint Accou~[ by the Operator resulting from a physical inventory of Controllable Material shall be made witltin twelve (12) 

62 
months following die taking oC the inventory or receipt of Non-Operamr inventory report. Charges and credits for averages or shortages will be 

63 
valued for [he Join[ Account in accordance wide Section N2 (Transfers) a~~d shall be based on the Condition "B" prices in effect on tliz dale of 

64 
physical inventory unless the inven[oiying Parties can provide sufficient evidence a~iother Material condition applies. 

65 

66 
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COPAS 2005 Accounting Procedure 
Recommended by COPAS, Inc. 

copas 

1. DIRECTED INVENTORIES 

2 

J 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

l5 

Ifi 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2b 

27 

28 

29 

30 

31 

32 

73 

34 

35 

J6 

37 

38 

39 

40 

al 

42 

4] 

44 

45 

46 

47 

4A 

49 

50 

51 

52 

57 

54 

55 

56 

57 

58 

59 

60 

61 

62 

67 

64 

65 

66 

Physical inventories shall be performed by [he Operator upon written request of a majority in working interests of the Non-Operators 

(hereinafter, "directed inventory"); provided, however, the Operator shat] not be required to perform directed inventories more frequentty 

than once every five (5) years. DirecteA inventories shall be commenced within one hundred eighty (180) days after [he Operator receives 

written notice that a majority in interest of the Non-Operators has requested the inventory. All Parties shall be governed by the results of 

any directed inventory. 

Expe~~ses of directed inventories will be borne by the joint Account; provideQ however, costs associated with any post-report follow-up 

work in settling the inventory will be absorbed by the Party incurring such costs. The Operetor is expected to exercise judgment in keeping 

expenses within reasonable limits. My anticipated disproportionate or extraordinary vests should be discussed and a~~eed upon prior to 

convnencement of the inventory. Expenses of directed inven[ones may include the following: 

A. A per diem rate for each inventory pcisop, r~ r~s@ntative of actual salaries, wages, and payroll burdens and benefits of the personnel 
a mason m interest of 

performing ~hc inventory or a ra e agreed to by / the Parties. The per diem rate shall also 

be applied to a reasonable number of days for pre-inventory work and repoR preparation. 

B. Actual tracisportalion costs and Personal Expenses for the inventory team. 

C. Reasonable charges for report preparation and dishibution to [he Non-Opzra[ors. 

2. NON-DIRECTED INVENTORIES 

A. OPERATOR INVENTORIES 

Physical inventories that are not requested by the Non-Operators may be peifoimed by the Operator, at the Operator's discretion. Tk~e 

expenses of conducting such Operator-initiated inventories shall not be charged to [he Join[ Account. 

B. NON-OPERATOR INVENTORIES 

Subject to the terms of the Agreement to which this Accounting Procedure is attached, the Non-Operaloi~s may conduct a physical 

inventory at reasonable limes a~ tlieir sole cost and risk alter giving the Operator a~ Icas~ ninety (90) days prior written notice. The 

Non-Operator inventory report shall be Cumished to the Operator in writing within ninety (90) days of completing the inventory 

fieldwork. 

C. SPECIAL, INVF,NTORIES 

The expense of conducting inventories other thmi those described in Secpons V.1 (Direc(ed Inven(ones), V.2.A (Operator 

Inventories), or V.2.B (Nun-Operator Inventories), shall be chazged to the Parry requesting such inventory; provided, however, 

inventories required due to a change of Operator shall be charged to the Joint Account in the same manner as described in Section 

V.1 (Directed lnventa~ies). 
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Exhibit "D" 

Attached to and made part of that certain Operating Agreement dated , 2019 ("Agreement") 
between Merit Energy Company, LLC, Operator, and the Non-Operators thereto. All terms and words in this 
Exhibit "D," and any of its supporting schedules, shall have the same meanings as set forth or otherwise 
described in the Agreement. 

INSURANCE 

Operator shall carry the following insurance coverage: 

Worker's Compensation Insurance complying with the statutes in states in which 
operations are to be performed and Employer's Liability Insurance with limits of not less 
than $500,000.00. 

b) Commercial General Liability Insurance of X1,000,000.00 per occurrence. 

c) Automobile Liability Insurance of $500,000.00 per occurrence. 
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EXHIBIT "E" 

Attached to and made part of that certain Operating Agreement dated , 2019 ("Agreement') between Merit 
Energy Company, LLC, Operator, and the Non-Operators thereto. All terms and words in this Exhibit "E," and auy of its 
supporting schedules, shall have the same meanings as set forth or otherwise described in the Agreement. 

DEVELOPMENT PLAN 

• Producer- No Wark Required 
. Injector -New Drill ar Conversion 

;~, Water Supply Well -New Drill 

Summary of Development Plan: 
Operator proposes to form the River Bend Chester Unit for the purpose of increasing oil recovery in the 
common Chester pool through water injection ("waterflooding"). 

The development plan is a combination of peripheral/patterned flood designed to displace oil from injectors 
located along the currently identified productive extents of the Chester pool/reservoir underlying the Contract 
Area towards centrally located producing wells. As depicted above, the peripheral/patterned flood will be 
executed by converting certain existing producing wells into water injectors, and by drilling additional injection 
or production wells as necessary to complete patterns. Injection wells will inject water into the Chester 
formation. A central water handling facility will be used to manage and distribute injection water through tnmk 
lines to individual wells, and other surface and subsurface facilities will be installed, operated and maintained as 
needed. Tank batteries will be used to handle produced fluids &transfer water back to the central water 
handling facility for re-injection. 

Modifications to this development plan may occur to optimize economics and/or operations, with the overriding 
goal of preventing waste and increasing the volume of oil ultimately recovered from the Chester pool/reservoir. 
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Exhibit "G" 

Attached to and made part of that certain Operating Agreement dated , 2019 ("AgreemenP') 
between Merit Energy Company, LLC, Operator, and the Non-Operators thereto. All teens and words in this 
Eachibit "G," and any of its supporting schedules, shall have the same meanings as set forth or otherwise 
described in the Agreement. 

NOTICE OF OPERATING AGREEMENT 
AND FINANCING STATEMENT 

This Notice of Operating Agreement and Financing Statement is executed by Merit Energy 
Company, LLC, 13727 Noel Road, Suite 1200, Dallas, Texas 75240, as Operator, to be effective on 
the Effective Date of the Operating Agreement described herein. 

Operator hereby gives notice to all interested parties, that Operator has entered into that 
certain River Bend Chester Unit Operating Agreement, dated the _day of 
2019 ("Operating Agreement'), by and between Operator and other owners of working interests in 
and to the Oil and Gas Leases described on Exhibit A attached hereto, as Non-Operators, governing 
unit operations under such Leases insofar as they cover the lands and depths described on Exhibit 
A, and that Non-Operators' interests in the Oil and Gas Leases described on Exhibit A hereto are 
subject to the terms and provisions of the Operating Agreement. The names and addresses of Non-
Operators are set forth on Exhibit A attached hereto. 

Operator further gives notice that the Operating Agreement includes (1) a provision wherein 
each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a 
security interest in its share of oil and/or gas when exri•acted and its interest in all equipment and 
personal property, to secure payment of its obligations under the Operating Agreement. 

This instrument is to be recorded in the land records, and is intended as a Financing 
Statement covering as-extracted collateral, and equipment and personal property acquired in unit 
operations. The names of the owners of the real property described on Exhibit A attached hereto 
are listed on Exhibit A attached hereto. 

IN WITNESS WHEREOF, Operator has executed this Notice the date of the 
acknowledgement below. 

MERIT ENERGY COMPANY, LLC 

By 
Name: Christopher S. Hagge 
Title: Vice President 

STATE OF TEXAS ) 
ss. 

COUNTY OF DALLAS ) 

This instrument was acknowledged before me on this day of , 2019, 
by Christopher S. Hagge, as Vice President of Merit Energy Company, LLC, a Delaware limited 
liability company, on behalf of said company. 

Notary Public 

My commission expires: 
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EXHIBIT D 
To the Application of Merit Energy Company, LLC (#32446) for an order 

authorizing the unitization and unit operation of the River Bend Chester Unit 

Interested Owners and Offset Parties 

Merit Hugoton, LP 13727 Noel Road, 
(Via hand delivery) Suite 1200 

Dallas, TX 75240 
Percival C. Keith Testamentary Trust c/o Travis Gist 

Wells Fargo Wealth Management 
201 Main Street, Suite 400 
Fort Worth, TX 76102 

Jennie Perelman Foundation c/o Sara M. Colorado 
McAndrews &Forbes, Inc. 
35 East 62°d Street 
New York, NY 10065 

Manuel Corporation 2020 N. Bramblewood Street 
Wichita, KS 67206 

ELSR, LP 8080 N. Central Expy 
Suite 1420 LB 12 
Dallas, TX 75206 

Linksland Operating, LLC 1202 Richardson Drive, # 115 
Richardson, TX 75080 

Roberto Tetuan Director of Taxation 
Kansas Department of Revenue 
915 SW Harrison Street 
To eka, KS 66612 

JEFCO Investments, LLC 409 Campus Drive, Suite 101 
Garden Cit , KS 67846 

Nancy Tobin Beren Revocable Trust 2020 N. Bramblewood Street 
Wichita, KS 67206 

The First National Bank of Syracuse 908 N. Main St. 
Garden Cit , KS 67846 

Farm Credit of Southwest Kansas, PCA P. O. Box 2509 
Garden Cit , KS 67846 

Farm Credit of Southwest Kansas, FLCA P. O. Box 2509 
Garden Cit , KS 67846 

American AgCredit, PCA 7940 W. Kellogg Drive 
Wichita, KS 67209 

Sylvia L. Lehman, Kylie E. Mohler and c/o Sylvia L. Lehman 
Dana B. Lehman, JTWROS 2906 Mt. Gretna Road 

Elizabethtown, PA 17022 
Regent Oil &Gas Company, L.P. P. O. Box 25204 

Dallas, TX 75225-1204 



Hugoton II Partnership P. O. Drawer 99084 
Ft. Worth, TX 76199-0084 

The Board of Trustees of the Leland Stanford c/o Bank of America 
Junior University P. O. Box 840738 

Dallas, TX 75284-0738 
Arkoma Basin Exploration Co. 203 E. Interstate 30 

Rockwall, TX 75087-5402 
ARJO Properties, LTD. P. O. Box 4827 

Horseshoe Ba , TX 78657-4827 
Chesapeake Royalty Company P. O. Box 18496 

Oklahoma Cit , OK 73154-0496 
Kansas Royalty Holdings 705 Sunset Hill Drive 

Rockwall, TX 75087-3236 
Snyder Radio, Inc. Ronald C. Snyder 

2307 W. Mary 
Garden Cit , KS 67846 

Curtis Schlereth and Presentacion Schlereth, 4524 E. US Highway 50 
JTWROS Garden Cit , KS 67846-9651 
Ernesto D. Tones and Guadalupe Torres, 335 S. Farmland Road 
JTWROS Garden Cit , KS 67846-8416 
National By-Products, Inc. 907 Walnut St, Suite 400 

Des Moines, IA 50303 
Bonnie Katherine Bruington 5009 River Bluff Drive 

Fort Worth, TX 76132-3711 
O'Brate Realty, LLC PO Box 399 

Garden Cit ,Kansas 67846 
Bonanza Bioenergy, LLC PO Box 1178 

Liberal, KS 67905 
Concrete Products of Garden City, Inc. 1615 Crestway Drive 

Garden City, KS 67846 

1910 E Harding 
Gaxden Cit , KS 67846 

Tomas Felix, Arminda Felix, Jose Luis Felix, P. O. Box 2147 
and Ma ra Felix, JTWROS Garden Cit , KS 67846-2417 
Transportation Partners &Logistics, LLC c/o Shana Anderson 

PO Box 51647 
Cas er, WY 82605 

Rock Fund I, LTD. 1000 Ballpark Way, Suite 216 
Arlin ton, TX 76011-5171 

The Yield Master Fund II, L.P. P. O. Box 83237 
Chica o, IL 60691-0237 

Adobe Acquisition, LLC 1000 Ballpark Way, Suite 216 
Arlin ton, TX 76011-5171 

Cristoforo Vicente and Irma Vicente, 608 N. 12~h St. 
JTWROS Garden Cit , KS 67846-5226 



Raymond Cornelson and Doris Cornelson, 4640 E. US Highway 50 
JTWROS Garden Cit , KS 67846-8077 
David Novack, Amy Wickwar, and Willie David Novack 
Novak, JTROC P. O. Box 275 

Ingalls, KS 67853-0275 

Amy Wickwar 
304 Tyler Drive 
Holcomb, KS 67851-9752 

William S. Novack 
405 Prairie Lane 
Holcomb, KS 67851-9735 

Wheatland Electrical Cooperative, Inc. P. O. Box 1078 
Garden Cit , KS 67846-1078 

Roberto Rubalcaba 401 N. 5th St. 
Garden Cit , KS 67846-5805 

Louella V. Ebert 291 SW 78 Ct 
Ocala, FL 34474 

Dorothy Krantz 1079 S Avenue, B #7 
Yuma, AZ 85364 

Delbert C. Stinemetz P. O. Box 75 
Garden Cit , KS 67846 

Loretta D. Sketers P. O. Box 258 
S rin Hill, KS 66083 

Timothy Hazleton 2913 SE Meadowview Drive 
To eka, KS 66605 

Kim Bennett 625 N. Nottingham Road 
Lawrence, KS 66049 

James Allen Altergott 2608 Kansas Drive, C 115 
Fort Collins, CO 80525 

Vicki Joanne Palmer 78 29~" Street 
Wheatland, WY 82201 

Garden City Industrial Park, LLC c/o Shana Anderson 
P. O. Box 51467 
Cas er, WY 82605-1467 

James Hazleton 2913 SE Meadowview Drive 
To eka, KS 66605 

Tyler Hazleton 131 W 61 S~ Terrace 
Kansas Cit , MO 64113 

Lois E. Scheyer 12100 Adams Street 
Lincoln, NE 68527 

David E. Hamilton 104 Newport Drive 
Old Hickor , TN 37138 

Nancy J. Hornbaker 305 Laura Lane 
Holcomb, KS 67851 



Louis A. Huber P. O. Box 605 
Garden Cit , KS 67846-0605 

Barbara J. Huber 624 Briar Hill Drive 
Garden Cit , KS 67846 

Robin L. Huber 645 Wheatridge 
Garden Cit , KS 67846-3339 

Debora A. Huber 645 Wheatridge 
Garden Cit , KS 67846-3339 

Southwest Petroleum Company, LP P. O. Box 702377 
Dallas, TX 75370-2377 

Cobra Petroleum Company, LP P. O. Box 8049 
Rancho Santa Fe, CA 92067-8049 

Douglas J. Renick 10901 W 91 S~ Terr 
Overland Park, KS 66214 

Brookover Land Enterprises, LP P. O. Box 917 
Garden Cit , KS 67846-0917 

Brookover Feed Yards, Inc. P. O. Box 917 
Garden Cit , KS 67846-0917 

Jeanette Raymond Hutchinson 2801 Grand Avenue, #243 
Kearne , NE 68847 

MAW Oil &Gas, LLC P. O. Box 632043 
Houston, TX 77263-2043 

Lucille E. Ramsey 786 South Nelson Street 
Lakewood, CO 80226 

Carolyn A. Keller 2926 Vallejo Street 
Denver, CO 80211 

Snyder Royalty, LLC 301 14t" Street, #403 
Ocean Cit , MD 21842 

Lora Damme P. O. Box 36 
William H. &Erma C. Damme Farms, LLC Talma e, NE 68448 
Kathryn S. Maxwell Trust 1034 E. Whitton Avenue 

Phoenix, AZ 85014 
Berexco, Inc. 2020 N. Bramblewood Street 

Wichita, KS 67206-1094 
Beresco Properties, Inc. 2020 N. Bramblewood Street 

Wichita, KS 67206-1094 
Aikman Bros. Corporation c/o Aikman Brothers, LLC 

2201 Civic Circle, Suite 509 
Amarillo, TX 79109-1843 

El Terico, LLC Attn: Bill Aikman 
P. O. Box 2606 
Amarillo, TX 79105-2606 

Rhodes Interests, LTD. 110 W. Louisiana, Suite 200 
Midland, TX 79701-3414 



Olive H. Daube c/o Daube Partnership, LTD. 
P. O. Box 38 
Ardmore, OK 73402-0038 

Carol Daube Sutton c/o Sutton-Williams, LP 
P. O. Box 38 
Ardmore, OK 73402-0038 

Jere Clayton Hubbard, Deceased c/o Clayton Hubbard 
P. O. Box 5788 
Midland, TX 79704-5788 

c/o Craig Hubbard 
1604 Gulf Avenue 
Midland, TX 79705-8617 



BEFORE THE STATE CORPORATION COMMISSION 
OF THE STATE OF KANSAS 

In the Matter of the Application of Merit ) Docket No. 20-CONS-3148-CiJNI 
Energy Company, LLC, for an Order ) 
Authorizing the Unitization and Unit ) CONSERVATION DIVISION 
Operation of the River Bend Chester Unit ) 
to be located in Finne.~v, Kansas ) License No. 32446 

NOTICE OF APPLICATION 

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

You and each of you are hereby notified that Merit Energy Company, LLC ("Merit") has filed an
Application with the Kansas Corporation Commission ("Commission") pursuant to K.S.A. 55-
1301, et seq., seeking an order authorizing the unitization and unit operation of the River Bend 
Chester Unit ("Unit"). The area of the proposed Unit, which will be operated by Merit, includes 
the following described lands situated in Finney County, Kansas: 

Township 24 South, Range 32 West: 
Section 26: Lot 1, Lot 7, W/2 SW/4, and the Arkansas River riverbed lying 

in the W/2 W/2 
Section 27: Lot 1, and the Arkansas River riverbed 
Section 34: E/2 NE/4, and SE/4 
Section 35: W/2 NW/4 

Merit proposes to unitize the oil rights to a pool within the Chester formation beneath the area of 
the Unit. The stratigraphic equivalent of the Chester formation is shown on the logs for the River 
Bend #6 well (API No. 15-055-22505) to exist between the measured depths of 4,798' (-1,946' 
subsea TVD) and 4,835' (-1,983' subsea TVD). Merit intends to conduct enhanced oil recovery 
operations within said pool in order to increase the recovery of oil reserves, and will allocate oil 
production from the Unit across seven individual tracts on a fair, reasonable and equitable basis. 

The Application is pending with the Commission. Any persons who object or protest to the 
granting of the Application shall be required to file their objections or protests in writing with the 
Commission within 15 days after the date of this publication. If a written protest is not timely 
filed, the Application may be determined administratively by the Commission and may thereby 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 violate correlative rights, cause waste, 
or pollute water resources. Objections or protests shall be mailed to the Kansas Corporation 
Commission, Conservation Division, 266 N. Main St., Ste. 220, Wichita, KS 67202, with a copy 



to Merit's attorneys listed below. All parties in any way interested or concerned shall take notice 
of the foregoing and govern themselves accordingly. 

Jonathan A. Schlatter, #24848 
MORRIS LAING EVANS BROCK 

& KENNEDY, CHTD. 
300 N. Mead, Suite 200 
Wichita, KS 67202-2745 
Office (316) 262-2671 
Fax (316) 262-6226 
Attorney for Merit Energy Company, LLC 




