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Item 1.01 Entry into a Material Definitive Agreement

Effective April 17, 2012, a wholly owned subsidiary of Evolution Petroleum Corporation (the “Company”) entered into definitive agreements with Orion
Exploration Partners, LLC (“Orion”) to acquire and develop an undivided 45% interest in oil and gas leases, associated surface rights, and related assets located in
the Mississippian Lime formation aggregating 11,700 acres in 38 sections in Kay County, Oklahoma. The Company has agreed to contribute cash and a drilling
carry to earn its 45% non-operating interest. Orion is contributing the leases, its portion of the drilling capital, its operating expertise in the area and the
Mississippian Lime play.

Not including any future leases acquired through forced pooling or other additions, the Company’s initial interests are estimated to have up to 25 to 33 net
potential drilling locations, subject to ultimate spacing per horizontal well. The Company estimates drilling, completion and fracturing costs could be
approximately $3 million per well, including water disposal facilities. Field operations are expected to commence in May with the drilling of a water disposal
well, followed by the scheduled drilling of two producer wells. The agreements commit the parties to drill between six and fourteen wells over the next twelve
months.

The material agreements concerning the above transaction are attached hereto as Exhibit 10.1 and Exhibit 10.2, and the foregoing summary is qualified in its
entirety by such agreements.

Item 9.01.  Exhibits.

(d) Exhibits



Exhibit No. Description

10.17 Lease Acquisition Agreement dated April 17, 2012 between Evolution Petroleum OK, Inc., and Orion Exploration Partners, LLC.
10.27 Participation and AMI Agreement dated April 17, 2012 between Orion Exploration Partners, LLC and Evolution Petroleum OK, Inc.

T Confidential treatment has been requested for portions of this exhibit. These portions have been omitted from this Current Report on Form 8-K and submitted
separately to the Securities and Exchange Commission.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

Evolution Petroleum Corporation

(Registrant)

Dated: April 23, 2012 By: /s/Sterling H. McDonald

Name:  Sterling H. McDonald

Title: Vice President, Chief Financial Officer and Treasurer
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Exhibit No. Document Description
10.17 Lease Acquisition Agreement dated April 17, 2012 between Evolution Petroleum OK, Inc., and Orion Exploration Partners, LLC.
10.2t Participation and AMI Agreement dated April 17, 2012 between Orion Exploration Partners, LL.C and Evolution Petroleum OK, Inc.

T Confidential treatment has been requested for portions of this exhibit. These portions have been omitted from this Current Report on Form 8-K and submitted
separately to the Securities and Exchange Commission.
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4870 5. Lowis Ave,, Suite 240 - Tulsa, OK 74105-5153 » 918.4052,0254 » Fax 918.492,0263

DDRION Exploration Partners, LLC www.orlonexploration.com

FINAL

LEASE ACQUISITION AGREEMENT
COWBOY PROSPECT

THIS LEASE ACQUISITION AGREEMENT (the "Agreement”) is made and entered into by
and between EVOLUTION PETROLEUM OK, INC., a Texas corporation ("EPC"), and ORION
EXPLORATION PARTNERS, LLC, an Oklahoma limited liability company ("ORION") on April
17,2012,

Recitals

WHEREAS, EPC and ORION are engaged in the oil and gas exploration, development and
production businesses;

WHEREAS, ORION has developed the Cowboy Prospect (the "Cowboy Prospect"), an oil
and gas exploratory drilling prospect in Kay County, Oklahoma. The Cowboy Prospect is more
particularly described and depicted on Exhibit "A" attached hereto and made a part hereof;

WHEREAS, ORION has invested considerable resources in generating and developing the
Cowboy Prospect, including, but not limited to, leases, geological, geophysical and engineering
services, land services, accounting and administrative services, the real and personal property
described below, legal expenses, lease broker expenses, ownership reports, title curative, well
logs, well records, seismic data, propery inspections and due diligence; and

WHEREAS, EPC desires to purchase from ORION, and ORION desires to sell to EPC, an
undivided forty five percent {45%) of ORION's interest in such oil and gas leases, associated
surface rights, contracts and geological, geophysical and other similar data, as more
particularly described herein, on the terms and conditions set forth in this Agreement;

NOW, THEREFORE, in consideration of the mutual covenants and agreements set forth
herein, and for other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, ORION and EPC hereby agree as follows:

1. Effective Date. The effective date of this Agreement is April 17, 2012 ("Closing
Date™).

2, Sale and Purchase. Subject to the terms and conditions herein set forth, ORION
agrees to sell, assign, convey and deliver to EPC, and EPC agrees to purchase, acquire and
accept from ORICN as of the Closing Date, an undivided forty five percent (45%) of ORION's
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interest in and to the assets, properties and interests described in Sections 2(A) through 01,
other than the Excluded Properties (such undivided forty five percent (45%) interest hereinafter
referred to as the "Properties"):



A. The oil and gas leases described on Exhibit "B" attached hereto (the "Leases"),
the rights and interests of ORION under any forced pooling orders described in Exhibit "B"
and any rights of ORION that arise by operation of law or otherwise in all lands pooled,
unitized, communitized or consolidated with such properties (such interest collectively referred
to as the "Qil and Gas Properties");

B. (i) All surface leases, servitudes, easements, right-of-way agreements, licenses
or other agreements owned by ORION that relate to the use and occupancy of the surface of
lands within the Cowboy Prospect, (ii) all pooling agreements, farmout agreements, operating
agreements and other agreements to which ORION is a party or successor-in-interest relating
to the development and operation of the Oil and Gas Properties, (iii) all agreements by which
any of the Gil and Gas F"I'Gpél"tiES were acquired, to the extent still E}ICECLITGW. and (iv) all
agreements that impose any material obligations and liabilities pertaining to the Oil and Gas
Properties, and any and all amendments, ratifications or extensions of the roregoing.
including, without limitation, any of the foregoing set forth on Schedule 7(F) (collectively, the
"Related Contracts"), together with all rights of ORION thereunder to audit the records of any
party thereto and to receive refunds of any nature thereunder to the extent relating to periods
from and after the Closing Date.

C. To the extent assignable, all franchises, licenses, permits, approvals, consents,
certificates and other authorizations and other rights granted by governmental entities that are
related to the Oil and Gas Properties or the ownership or operation of any thereof ("Permits");
provided, however, that EPC's right with respect to Permits acquired pursuant to this
Agreement shall be limited to the receipt, by EPC, of the benefit of the rights and privileges of
ORION with respect to such Permits as an owner of the Qil and Gas Properties, in each case
only to the extent relating to such Oil and Gas Properties.

D. All title information, engineering reports and other technical data, Lease and
land files, surveys, regulatory filings, magnetic tapes, interpretations, seismic data and licenses
and other analyses, books, records and files that relate to the Oil and Gas Properties or other
Properties described herein, owned or in the possession of ORION ("Data"), provided
however, that EPC's right with respect to Data acquired pursuant to this subsection (D) shall be
limited, in each case, to the extent the disclosure of such Data is not restricted by the terms of
any confidentiality, license or similar agreement.

3. Excluded Properties. Notwithstanding the provisions of Section 2, the following
items shall not constitute Properties and shall not be sold, assigned or conveyed to EPC, nor
shall such items be purchased, acquired or assumed by EPC, pursuant to this Agreement
(such interests as described herein below, the "Excluded Properties"):

A. all Permits that are related to the Oil and Gas Properties or the ownership or
operation of any thereof but that are not assignable in connection with the transactions
contemplated by this Agreement;



B. all deposits, cash, checks, funds, accounts receivable and any refund of costs,
taxes or expenses borne by ORION, in each case attributable to ORION's interest in the
Properties with respect to any period of time prior to the Closing Date;

C. all of ORION's general corporate, tax and, to the extent not directly applicable
to the Properties, legal records;

D. all existing claims, causes of action, litigation or matters, to extent such claims,
causes of action, litigation or matters are attributable to or arise out.of acts or events occurring
or the ownership or operation of the Properties prior to the Closing Date;

E. all computer or communications software or intellectual property (including
tapes, data and program documentation and all tangible manifestations and technical
information relating thereto) owned, licensed or used by ORION, other than the Data; and

F. any logo, service mark, copyright, trade name or trademark of or associated
with ORION or any affiliate of ORION or any business of ORION or any of its affiliates.

4. Assumed Obligations. EFC shall assume all costs, obligations and liabilities that
arise under or relate to the Properties from and after the Closing Date (collectively, the
"Assumed Obligations").

ORION shall retain, and EPC shall not assume or have any
obligation with respect to, all costs, obligations and liabilities (a) that arise under or relate to the
Properties prior to the Closing Date, and (b) in respect of any of the Excluded Properties.

6. Purchase Price. Upon execution of this Agreement and on the terms and subject to
the conditions of this Agreement, EPC shall deliver to ORICN an amount in cash equal to ****
in consideration and exchange for the Properties.

7. Representations and Warranties of ORION. ORION represents and warrants to
EPC as of the Closing Date, as follows:

A. Organization. ORION is a limited liability company validly existing and in good
standing under the laws of the State of Oklahoma. ORION is in good standing and duly
qualified to do business in each other jurisdiction in which the conduct of its business or
ownership or Ieasing of its pro pEﬂ ies makes such qualiﬂcation or registralinn necessary.

B. Authority and Authorization. ORION has full limited liability company power and
authority to carry on its business as presently conducted, to enter into this Agreement and the
other Transaction Documents to which ORION is a party and to perform its obligations under
this Agreement and the other Transaction Documents to which ORION is a party. The
execution and delivery by ORION of this Agreement and the other Transaction Documents to
which ORION is a party have been, and the performance by ORION of its obligations under
this Agreement and the other Transaction Documents to which ORION is a party and the




transactions contemplated hereby and thereby shall be, at the time required to be performed
hereunder or thereunder, duly and validly authorized by all requisite action on the part of
ORION.

C. Enforceability. This Agreement has been duly executed and delivered on behalf
of ORIOM and constitutes the legal, valid and binding obligation of ORION enforceable in
accordance with its terms, except as enforceability may be limited by applicable bankruptcy,
reorganization or moratorium statutes, or other similar Laws affecting the rights of creditors
generally or equitable principles (collectively, "Equitable Limitations™). At the Closing, all other
Transaction Documents required hereunder to be executed and delivered by ORION shall be
duly executed and delivered and shall constitute legal, valid and binding obligations of ORION
enforceable in accordance with their terms, except as enforceability may be limited by
Equitable Limitations.

D. No Conflict. The execution and delivery by ORION of this Agreement and the
other Transaction Documents to which ORION is a party does not, and the consummation by
ORION of the transactions contemplated by this Agreement and the other Transaction
Documents to which ORION is a party shall not, (i) violate or be in conflict with, or require the
consent of any person or entity under, any provision of ORION's organizational documents, (ii)
conflict with, result in a breach of, or constitute a default (or an event that with the lapse of
time or notice, or both would constitute a default) under any material agreement, Lease or
instrument to which ORION or any of its affiliates is a party, including but not limited to the
Related Contracts, credit agreements, mortgages or hedge agreements, or by which any of
the Properties or ORION is bound, (iii) conflict with any provision of any law applicable to
ORION, (iv) viclate any provision of any judgment, decree, judicial or administrative order,
award, writ, injunction, statute, rule or regulation applicable to ORION, or (v) result in the
creation of any lien or encumbrance on any of the Properties.

E. Consents. Mo governmental approval or consent or approval or consent of any
other person or entity is required to be obtained or made by or with respect to ORION in
connection with the execution; delivery, and performance of this Agreement (including the
assignment of the Properties) or the other Transaction Documents or the consummation of the
transactions contemplated hereby or thereby, except consents by, required notices to, filings
with, or other actions by any governmental entity, including the Commissioners of the Land
Office of the State of Oklahoma, in connection with the sale or conveyance of oil and gas
leases or interests therein, if the same are customarily obtained routinely and subsequent to
such sale or conveyance,

F. Contracts. Schedule 7(F) includes all of the following contracts, agreements
and commitments by which any of the Properties are bound as of the date of this Agreement
and any and all amendments, extensions, or other modifications thereof: (i) any agreement
with any affiliate of ORION; (i) any agreement to sell, lease, farmout or otherwise dispose of
ORION's interests in, or obligating ORION to convey any interest in, any of the Qil and Gas
Properties, including any exploration agreements or similar agreements pursuant to which a
third party may earn an interest in any of the Oil and Gas Properties, other than conventional
rights of reassignment; (iii) any operating agreement to which ORION's interests in any of the
Oil and Gas Properties is subject; (iv) any contract that requires ORION to expend more than



$25,000 in any year in connection with the Properties; (v) all Permits; (vi) all area of mutual
interests agreements; (vii) any confidentiality agreements, (viii} any hedging agreement, crude
marketing agreement, forward sales contract, gas sales agreement, gas gathering or
transportation agreements, and (ix) any other Related Contracts. Except as set forth on
Schedule 7(F), (i) all of the Permits, Related Contracts and other obligations of ORIOM are in
full force and effect and (ii) neither ORION nor, to ORION's knowledge, any other party to such
Permits or Related Contracts (A) is in breach of or default, or with the lapse of time or the
giving of notice, or both, would be in breach or default, with respect to any of its obligations
thereunder or (B) has given written notice or threatened to give notice of any default under or
inquiry into any possible default under, or action to alter, terminate, rescind or procure a
judicial reformation of any such Permit or Related Contract.

G. Character of the Properties. Other than the Excluded Properties, (i) all of
ORION's oil and gas interests within the Cowboy Prospect are leasehold interests or interests
under forced pooling orders (and not fee or otherwise), (ii} other than the Qil and Gas
Properties, except as set forth on Schedule ¥(G), ORION does not own any cil and gas
interests within the lands encompassed by the Cowboy Prospect, (iii) the Qil and Gas
Properties are comprised entirely of undeveloped oil and gas leases and rights under forced
pooling orders and are non-producing properties, and (iv) there are no wells currently being
drilled on the Qil and Gas Properties by ORION for the production of oil, condensate, natural
gas or other hydrocarbons. The Properties do not include any wells producing or capable of
producing oil, condensate, natural gas or other hydrocarbons.

H. Litigation and Claims. There is no litigation or adverse claim or regulatory
proceeding pending or, to ORION's knowledge, threatened (i) with respect to the Properties, or
(i) that challenges or pertains to the execution and delivery of this Agreement or the
consummation of the transaction contemplated hereby. Further, to ORION's knowledge,
ORION is not in breach of any of the terms or provisions of the Leases or forced pooling orders
comprising the Properties, except for such breaches or defaults as would not have a material
adverse effect on the Properties taken as a whale.

|. _ Brokerage Arrangements. EPC shall not, directly or indirectly, have any
responsibility, liability or expense for any fees, commissions or other similar forms of
compensation payable to any broker, finder, investment banker or other similar person based on
any arrangement or agreement made by or on behalf of ORION or any of its affiliates in
connection with the transactions contemplated by this Agreement or the other Transaction
Documents,

J.  Status of ORION. ORION is not a "foreign person” within the meaning of Internal
Revenue Code of 1988, as amended, (the "Code") Section 1445 and will furnish EPC with an
affidavit that satisfies the requirements of Code Section 1445(b)(2), in the form attached as Exhibit

K. Restrictions on Data. Except as set forth on Schedule 7(K)]. to ORION's
knowledge, the disclosure of any Data to EPC is not restricted by the terms of any confidentiality,
license or similar agreement.



8. Representations and Warranties of EPC. EPC represents and warrants to
ORION as of the Closing Date, as follows:

A, Organization. EPC is a corporation, validly existing and in good standing under
the laws of the State of Nevada. EPC is in good standing and duly qualified to do business in
each other jurisdiction in which the conduct of its business or ownership or leasing of its
properties makes such gualification or registration necessary.

B. Authority and Authorization. EPC has full corporate power and authority to
carry on its business as presently conducted, to enter into this Agreement and the other
Transaction Documents to which EPC is a party, to purchase the Properties on the terms
described in this Agreement and to perform its other obligations under this Agreement and the
other Transaction Documents to which EPC is a party. The execution and delivery by EPC of
this Agreement and the other Transaction Documents to which EPC is a party have been, and
the performance by EPC of its obligations under this Agreement and the other Transaction
Documents to which EPC is a party and the transactions contemplated hereby and thereby
shall be at the time required to be performed hereunder or thereunder, duly and validly
authorized by all requisite action on the part of EPC.

C. Enforceability. This Agreement has been duly executed and delivered on
behalf of EPC and constitutes a legal, valid and binding obligation of EPC enforceable in
accordance with its terms, except as enforceability may be limited by Equitable Limitations. At
the Closing, all other Transaction Documents required hereunder to be executed and
delivered by EPC shall be duly executed and delivered and shall constitute legal, valid and
binding obligations of EPC enforceable in accordance with their terms, except as
enforceability may be limited by Equitable Limitations.

D. Mo Conflict. The execution and delivery by EPC of this Agreement and the
other Transaction Documents to which EPC is a party does not, and the consummation by
EPC of the transactions contemplated by this Agreement and the other Transaction
Documents to which EPC is a party shall not, (i) violate or be in conflict with, or require the
consent of any person or entity under, any provision of EPC's organizational documents, (i)
conflict with, result in a breach of, or constitute a default (or an event that with the lapse of time
or notice, or both, would constitute a default) under any agreement or instrument to which EPC
or any of its affiliates is a party or is bound, (iii) conflict with any provision of any law applicable
to EPC, or (iv) violate any provision of any judgment, decree, judicial or administrative order,
award, writ, injunction, statute, rule or regulation applicable to EPC.

E. Brokerage Arrangements. ORION shall not directly or indirectly have any
responsibility, liability or expense for any fees, commissions or other similar forms of
compensation payable to any broker, finder, investment banker or other similar person based
on any arrangement or agreement made by or on behalf of EPC in connection with the
transactions contemplated by this Agreement or the other Transaction Documents.



F. Litigation_and Claims. There is no litigation or adverse claim or proceeding
pending or, to EPC's knowledge, threatened against EPC that challenges or pertains to the
execution and delivery of this Agreement or the consummation of the transaction
contemplated hereby.

Q. Closing.

A. Closing. The assignment and purchase of the Properties pursuant to this
Agreement (the “Closing"} is being consummated on the date hereof, simultaneous with the
execution of this Agreement.

B. Closing Deliveries. The following instruments are being delivered in connection
with the Closing, each in form and substance satisfactory to ORION and EPC, dated as of the
Closing Date, duly executed by authorized officers of each of ORION and EPC (or such third
parties as may be required), as applicable, and, where appropriate, acknowledged:

(il  Two (2) counterparts of an Assignment and Bill of Sale (“Assignment"
from ORION in the form of Exhibit "C" attached hereto sufficient to convey to EPC the
Properties, with a special warranty of title by, through and under ORION, but not otherwise.

(i) The Participation and AM| Agreement attached hereto as Exhibit "D"
("Paricipation Agreement").

(i) A certificate from ORION in the form of Exhibit "E" (a) stating that
ORION is not a foreign corporation, foreign partnership, foreign trust or foreign estate, (b)
providing its U.S. Employer Identification Numbers and (c) providing its addresses, all
pursuant to Section 1445 of the Code.

(iv) All other documents, certificates and other instruments reasonably
requested by EPC to be delivered or caused to be delivered by ORION pursuant hereto in
order to consummate the transactions contemplated by this Agreement (together with this
Agreement, the Assignment, the Participation Agreement and all other agreements,
documents and instruments entered into as of or after the date hereof and at or prior to
Closing in connection with the transactions contemplated hereby and all certificates delivered

by the parties hereto at Closing, the “Transaction Documents™).

C. Within fifteen (15) days after Closing, ORION shall deliver to EPC copies of the
Data.

10. Area of Mutual interest. The Participation Agreement includes a description of lands in
Kay County, Oklahoma in which ORION will confine its efforts relative to prospect generation in
accordance with the terms of the Area of Mutual Interest (the "AMI") contained in the
Participation Agreement. ORION shall generate prospects and acquire acreage within the AMI
in accordance with the terms of the Participation Agreement. All leases so acquired by ORION
shall (if EPC elects or is deemed to have elected to participate in such leases pursuant to the
terms of the Participation Agreement) be delivered to EPC at ORION's actual acquired



net revenue interest. ORION will prepare, execute and deliver assignments to EPC upon
payment of its share of the acreage costs for any acreage in which EPC elects to participate,
all in accordance with the terms of the Participation Agreement.

11.  Services Performed by ORION. ORION shall, subject to the terms and limitations
of the Participation Agreement, be responsible for supervising and overseeing all land,
administrative, geological, and engineering services relating to the Cowboy Prospect,

12, EPC Participation in Drilling. It is understood that the intent of the parties hereto is
that EPC andior its successors or assigns will participate, or will have the right to participate, as
applicable, with its undivided forty five percent (45%) ownership interest, proportionately
reduced, in the drilling of any wells within the AMI in accordance with the Participation
Agreement and the applicable operating agreement governing the leasehold within the AMI, as
more particularly described in the Participation Agreement.

13. Independent Contractor. Both EPC and ORION agree that ORION will act as an
independent contractor in the performance of its duties under the terms of this Agreement.
Accordingly, ORION shall be responsible for payment of all taxes, including federal, state and
local taxes arising out of ORION's activities in accordance with this Agreement, including by
way of illustration, but not limitation, federal and state income taxes, social security taxes,
unemployment insurance taxes and any other taxes or business license fees as required by
law,

14. Notices. All notices from one party to the other shall be sent by registered mail, e-
mail or facsimile transmission and shall be effective upon receipt thereof. All notices should be

addressed to:

EVOLUTION PETROLEUM OK, INC.
2500 CityWest Blvd., Suite 1300
Houston, Texas 77042

Attn: Robert S. Herlin

Phone: {713) 935-0122

Fax: (713) 935-0199

Email: bherin@evolutionpetroleum.com

ORION EXPLORATION PARTMERS, LLC
4870 South Lewis, Ste 240

Tulsa, Oklahoma 74105

Attn: Steve Miller

{918) 4920254, Ext 103

{918) 492-0263 Fax

Email: steve@orionexploration.com




15. Miscellaneous.

A Personal Mature of Agreement. This Agreement is between EPC and ORION
and neither party may delegate or assign any of its rights or duties to anyone else other than a
wholly owned subsidiary without the express written consent of the other party, such consent
not to be unreasonably withheld, provided, however, either party may assign any of its rights or
duties hereunder in conjunction with a corresponding permitted assignment of such party's
interest (either in whole or in part) in and pursuant to the Participation Agreement.

B. Binding Effect. This Agreement shall be binding upon and inure to the benefit
of the parties hereto and their respective successors and permitted assigns.

ol Superseding Effect, This Agreement supersedes all prior agreements and
understandings between the parties with respect to the transactions contemplated hereby. This
Agreement was prepared jointly by the parties and not by one party to the exclusion of the
other.

D. Controlling Document. In the event of a conflict in the provisions of this
Agreement and those of the Participation Agreement, the provisions of the Participation
Agreement shall control.

E. Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Oklahoma.

EF. Jurisdiction and Venue. The parties agree that jurisdiction and venue of any
dispute arising from or involving this Agreement shall be brought only in the State District or
Federal District Court in Tulsa, Oklahoma.

G. Survival. Other than those representations and warranties made in Sections
7.A, 7.B, and 7.C, the representations and warranties of ORION made in this Agreement shall
survive Closing for a period of twelve (12) months, after which time any liability for a breach of
a representation or warranty shall only survive beyond such twelve (12)-month period to the
extent a claim for breach of a representation or warranty is asserted in a notice delivered to
ORION by EPC during such twelve (12)-month period; provided, however, notwithstanding
anything in this Section 15.G to the contrary, there shall be no time limitation as to the bringing
of a claim, at law or E‘qui'(y'. for the breach of a representation or warranty with respect to fraud,
fraudulent inducement, willful misconduct or intentional misrepresentation by ORION. All other
representations, warranties and covenants made by each of ORION and EPC in this
Agreement shall survive Closing indefinitely.

(H) Counterpart Execution, This Agreement may be executed in multiple
counterparts, and the counterpart signature page for each party may be transmitted to the
other party by facsimile or electronic transmission, each of which shall be considered to be the
original signature of such party. The signature page of any counterpart may be detached
therefrom without impairing the legal effect of the signatures thereon and attached to any other
counterpart identical thereto,
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Agreed and executed, this 17th day of April, 2012,

EVOLUTION PETROLEUM OK, INC.

ol s

“Daryl M,ﬁ'zzami, # President/Operations

ORION EXPLORATION PARTNERS, LLC

By:/sf Steve Miller
Steve Miller, President

Signature Page to Lease Acquisition Agreement



Exhibit "A"

To that Lease Acquisition Agreement between Orion Exploration Partners, LLC and
Evolution Petroleum OK, Inc. dated April 17, 2012.

COWBOY PROSPECT

See attached.



Exhibit "A" to Lease Aquisition Agreement
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EXHIBIT “B"
To that Lease Acquisition Agreement between Orion Exploration Partners, LLC and
Evolution Petroleum OK, Inc. dated April 17, 2012

LEASES

See attached.
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EXHIBIT "C"

To that Lease Acquisition Agreement between Orion Exploration Partners, LLC and
Evolution Petroleum OK, Inc. dated April 17, 2012.

FORM OF ASSIGNMENT

See attached.



EXHIBIT C
to Lease Acquisition Agreement

ASSIGNMENT AND BILL OF

SALE KNOW ALL MEN BY THESE PRESENTS:

For and in consideration of Ten and no/100 Dollars ($10.00) and other valuable
consideration, the receipt and sulficiency of which are hereby acknowledged, Orion Exploration
Partners, LLC, an Oklahoma limited hiability company. whose address is 4870 South Lewis, suite
240, Tulsa, Oklahoma 74103, hereinafter referred to as "Assignor”, does hereby bargain, sell,
convey, assign and deliver unto Evolution Petroleum OK, Inc., a Texas corporation, whose
address is 2500 CityWest Blvd., Suite 1300, Houston, Texas 77042, hereinafter referred to as
"Assignee”, an undivided forty-five percent (45%) of Assignor's right. title and interest in, 1o and
under the following other than the Excluded Properties (such undivided forty-five percent (45%)
interest hereinafter referred to as the "Subject Interests"):

(a) The oil and gas leases described on Exhibit "A" attached hereto (the "Leases™)
and made a part hereof, the rights and interests of Assignor under any forced pooling orders set
forth on Exhibil "A" and any rights of Assignor that arise by operation of law or otherwise in all
lands pooled, unitized, communitized or consolidated with such properties (such interest
collectively referred to as the "0il and Gas Properties"); and

(b} (1) All surface leases, servitudes, easements, right-of-way agreements, licenses or
other agreements owned by Assignor that relate to the use and occupancy of the surface of lands
comprising, in whole or in part, a portion of the Oil and Gas Properties, (ii) all pooling
agreements, fammoul agreements, operating agreements and other agreements 1o which Assignor
is a parly or successor-in-interest relating to the development and operation of the Oil and Gas
Properties, (1i1) all agreements by which any of the (il and Gas Properties were acquired, to the
extent still executory, and {iv) all agreements that impose any material obligations and liabilities
pertaining to the Oil and Gas Properties, and anv and all amendmenis, ratifications or extensions
of the foregoing (collectively, the "Related Contracis™), together with a like interest in all rights
of audit held by Assignor with respect to the records of any third party and rights to receive
refunds of any nature thereunder to the extent relating to periods from and after the date of this
Assignment; and

(c) To the extent assignable, all franchises, licenses, permits, approvals, consents,
certificates and other authorizations and other rights granted by governmental entities that are
related to the Oil and Gas Properties or the ownership or operation of any thereof ("Permits").
provided. however. that Assignee’s right with respect to Permits acquired pursuant to this
Assignment shall be limited to the receipt by Assignee of its proportionate share of the benefit of
the rights and privileges of Assignor with respect to such Permits as an owner of the Oil and Gas
Properties: in each case. only to the exient relating to such Oil and Gas Properties; and

(d) All title information, engineering reports and other technical data, lease and land
files, survevs, regulatory filings, magnetic tapes, interpretations, seismic data and licenses and



other analyses, books, records and files that relate to the Oil and Gas Properties or other
property interests described herein, owned or in the possession of Assignor ("Data"), provided,
however, that Assignee's right with respect 1o Data acquired pursuant to this subparagraph (d)
shall be limited, in each case. to the extent the disclosure of such Data 1s not restricted by the
terms of any confidentiality, license or similar agreements binding on Assignor.

Notwithstanding the provisions of subparagraphs (a) through (d) above, the following
items shall not constitute Subject Interests and shall not be sold. assigned or conveved to
Assignee, nor shall such items be purchased, acquired or assumed by Assignee, pursuant to this
Assignment (such interests as described herein below, the "Excluded Properties™):

(i) all Permiis that are related to the Oil and Gas Properties or the
ownership or operation of any thereof but that are not assignable in connection with the
transactions contemplated by this Assignment;

(i)  all deposiis, cash, checks, funds, accounts receivable and any refund
of costs, taxes or expenses bome by Assignor, in each case attributable to Assignor's interest in
the Subject Interesis with respect to any period of time prior to the date of this Assignment;

(m}) all of Assignor's general corporate, tax and. to the extent not
directly applicable 1o the Subject Interests, legal records:

(iv) all existing claims, causes of action. litigation or matters, to the
extent such claims, causes of action, litigation or matters are attributable to or arise out of acts or
events occurring or the ownership or operation of the Subject Interests prior to the date of this
Assignment;

{(v) all computer or communications software or intellectual property
{including tapes, data and program documentation and all tangible manifestations and technical
information relating thereto) owned, licensed or used by Assignor, other than the Data; and

(vi) anv logo, service mark, copyright, trade name or trademark of or
associated with Assignor or any affiliate of Assignor or any business of Assignor or any of its
affiliates.

1.
Nothing contained herein shall be construed as any agreement or obligation on the part of
Assignee, its respective successors and assigns, to maintain any Subject Interest in force and
effect by the payvment of rentals, the drilling of wells, the production of minerals, or otherwise.

2.

Assignor hereby binds itself, its successors and assigns, to warrant and forever defend all
and singular title to the Subject Interests unto Assignee and its successors and assigns, against
every person whomsoever lawfully claiming or to clam the same, or any part thereof, by,
through, or under Assignor (which for the avoidance of doubt includes, without limitation, any
person that acquired the Subject Interests on behalf of Assignor (" Assignor's Acquirer”)). but not
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otherwise. Assignor covenants that the Subject Interests are free and clear of any outstanding
morigage, deed of trust. lien or encumbrance created by, through or under Assignor or
Assignor’s Acguirer, but not otherwise.

3.

Assignor grants and transfers to Assignee, its successors and assigns, to the extent so
transferable, the benefit of, and the right to enforce. the covenants and warranties, if any, which
Assignor is entitled to enforce with respect to Assignor's predecessors-in-title to the Subject
Interests. The terms and provisions hereof shall extend to and be binding upon Assignor and
Assignee and their respective successors and assigns.

4,

In the event this Assignment covers lands in two counties, this instrument may be
executed mn duphicate onginals, with one to be recorded in each county, but with no enlargement
or diminishment or duplication of the effect and purpose hereof. or of the percentage interest
herein conveved, to be construed by the preparation and execution of duplicate originals for the
convenience of recording in said two counties.

5.

This instrument is made pursuant to the terms and provisions of that certain Lease
Acquisition Agreement dated April 17, 2012 ("Purchase Agreement”) by and between Assignor
and Assignee and this instrument and the rights and properties assigned hereunder are made
subject to the Purchase Agreement.

6.

EXCEPT AS OTHERWISE EXPRESSED IN THE PURCHASE AGREEMENT,
ASSIGNOR MAKES NO WARRANTY OR REPRESENTATION, EXPRESS OR IMPLIED,
WITH RESPECT TO THE ACCURACY OR COMPLETENESS OF ANY INFORMATION,
RECORDS OR DATA HERETOFORE OR HEREAFTER MADE AVAILABLE TO
ASSIGNEE. EXCEPT THAT ASSIGNOR HAS NOT EKNOWINGLY WITHHELD
MATERIAL INFORMATION WITH RESPECT TO THE SUBIECT INTERESTS AND HAS
NOT  EKNOWINGLY PROVIDED FALSE, INACCURATE OR MISLEADING
INFORMATION WITH RESPECT TO THE SUBIECT INTERESTS. WITHOUT LIMITING
THE FOREGOING, EXCEPT AS OTHERWISE EXPRESSED IN THE PURCHASE
AGREEMENT, ASSIGNOR MAKES NO REPRESENTATION OR WARRANTY AS TO
THE POTENTIAL FOR PRODUCTION OF OIL, GAS OR OTHER HYDROCARBONS
FROM THE SUBIECT INTERESTS.

[Signature pages follow]
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IN WITNESS WHEREOF, this instrument is dated effective the 17" day of Apnl, 2012.

ASSIGNOR:
ORION EXPLORATION PARTNERS,

LLC By:

Steve Miller
President

STATE OF TEXAS
) s,
COUNTY OF HARRIS

On this 17th day of April, 2012, before me, the undersigned Notary Public in and for said
County and State, personally appeared Steve Miller, to me known to be the identical person who
executed the foregoing mstrument and acknowledged to me that he executed the same as
President of Orion Exploration Partners, LLC, an Oklahoma limited liability company, on behalf
of said limited liability company for the uses and purposes therein set forth,

Witness my hand and official seal the day and vear last above written.

My Commission Expires:

Notary Public

4



ASSIGNEE:
EVOLUTION PETROLEUM OK, INC.

By

Daryl Mazzanti
Vice President/Operations

STATE OF TEXAS
) ss.

COUNTY OF HARRIS

O this 17th day of April, 2012, before me, the undersigned Notary Public in and for said
County and State, personally appeared Daryl Mazzanti, to me known to be the identical person
who executed the foregoing instrument and acknowledged 1o me that he execuied the same as
Viee President/Operations of Evolution Petroleum OK, Inc., a Texas corporation, on behall” of
said corporation for the uses and purposes therein set forih.

Witness my hand and official seal the day and vear last above wnitten.

My Commission Expires:

Notary Public




EXHIBIT "D
To that Lease Acquisition Agreement between Orion Exploration Partners, LLC
and Evolution Petroleum OK, Inc. dated April 17, 2012.

PARTICIPATION AND AMI AGREEMENT

See attached.



ORION Exploration Partners, LLC www.orionexp F[ﬂla? cErn

PARTICIPATION AND AMI AGREEMENT
COWBOY PROSPECT

This Participation and AMI Agreement (the "Agreement™) is by and between Orion
Exploration Partners, LLC, an Oklahoma limited liability company ("ORION"), and Evolution
Petrolenm OK, Inc., a Texas corporation ("EPC™). EPC and ORION and/or their respective
permitted assignees (each mdividually a "PARTY™ and collectively the "PARTIES™) desire o
set forth the terms and conditions of their agreement concerning each PARTY's participation in
ORION's Cowbov Prospect encompassing the lands deseribed in Exhibit "A"™ attached hereto, all
of said lands being located in Kay County, Oklahoma (the "Project™).

A Contemporaneously with the execution of this Agreement, ORION and EPC
have consummated a purchase and sale transaction under a Lease Acquisition Agreement dated
April 17, 2012 ("Purchase Agreement™), pursuant to which EPC has acquired an undivided
interest in the oil, gas and/or mineral leases, interests acquired under forced pooling orders or
farmin agreements and other related interests owned by ORION and described on Exhibit "B"
attached hereto (the "Initial Interests™) equal to EPC's Proportionate Share (as defined below)
of ORION's interest in and to the Initial Interests:

B. Each of the Initial Interests is located within the Project.

. Subjeet 1o the other terms of this Agreement, each PARTY has agreed to
participate with an undivided interest in the Project as set forth opposite its name n the table set
forth below {each such PARTY"s interest set forth in such table is herein referred 1o as such
PARTY's "Proportionate Share™):

PARTY Proportionate Share
FPC 45%
ORION 5%

Tutal: 100%0

. It is the PARTIES' intent that ORION will acquire additional Drilling Rights (as
defined below) within the Project and that each PARTY will, or will have the opporunity to,
acquire its Proportionate Share of any new Drilling Rights acquired in accordance with the terms
and conditions of this Agreement and to participate in the exploration and development of the
Project.

E. Capitalized terms not defined above or in the body of this Agreement shall have
the meamings given to them in Section XIX(a) below.
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NOW, THEREFORE. for and in consideration of the sum of Ten and No/100 Dollars
($10.00) in hand paid, and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, and for the mutual promises, covenants, terms, conditions and
provisions contained in this Agreement, the PARTIES hereby agree as follows:

I QUARTERLY MEETINGS

Once every three (3) months during the term of this Agreement, the PARTIES shall meet
al a mutually agreed time in ORION' offices to conduct a review of the activities under this
Agreement and ORION's plans and budgets for activities under this Agreement for the following
twelve (12) months, including proposed leasing activities, technical updates, and drilling,
workover and other well operation schedules. As a forty-five percent (45%) owner of the Initial
Interests and a development co-tenant in the Project (subject to provisions of this Agreement),
ORION agrees that EPC shall have meaningful input at such meetings respecting ORION's
proposed budgets, leasing activities and drilling schedules. To facilitate EPC's ability 1o make
substantive contributions at quarterly meetings, ORION shall, in advance of such meetings,
deliver in writing to EPC a meeting agenda that sets forth (a) specific opportunities within the
lands covered by the Project (all lands within the Project, the "AMI") in which ORION will
recommend the immediate acquisition of Drilling Rights for future exploration and development
{with the anticipated Acquisition Costs incident to acquiring such Drilling Rights, if available),
(b) drilling plans (whether producing wells or saltwater disposal wells) for the ensuing twelve
(12) months including, to the extent determined by ORION, proposed well locations, planned
lateral lengths and anticipated Well Costs (as defined herein), and (¢) technical topics and'or
budget issues to be discussed at the upcoming meeting.

IL LEASE ACQUISITION

{a) ORION Acquired Leases.

(1) From the date hereol until September 30, 2012 (" Acquisition
Period™), ORION shall conduct, direct and control the acquisition of Drilling Rights in the AMI
on behalf of EPC and itself. During the Acquisition Period, ORION shall, subject to the partial
reimbursement obligations of EPC set forth below, be responsible for payment of all third-party
costs associated with the acquisition of Drilling Rights within the AMI, such as, but not limited
to, mineral takeoffs, oil and gas lease ownership reports and legal expenses directly and
reasonably incurred in acquiring the Drilling Rights {but specifically excluding acquisition,
drilling or division order title opinions), oil and gas lease bonuses, delay rentals, all third-party
expenses and/or fees associated with farming-in Drilling Rights, purchasing mineral interests
and/or rovalties, broker's fees, prepaid rentals and/or any other third party expense incurred and
paid by ORION in acquiring the Drilling Rights (hereinafter referred to as "Acquisition
Costs™). For the avoidance of doubt, Acquisition Costs shall include no overhead, general and
administrative or other internal expenses of ORION associated with the acquisition of Drilling
Rights; ORION acknowledging that its use of company emplovees or other resources are being
fully compensated for by EPC through its payment of the AMI Management Fee.

(i)  During the Acquisition Period, ORION shall acquire Drilling
Rights in the AMI on behalf of EPC and itself; provided, however, ORION shall not expend on
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behalf of EPC and itself more than $100,000 per month for the combined interests of ORION
and EPC ("Monthly Cap™) for Drlling Rights within the AMI without the prior written
approval of EPC. If such expenditure threshold is exceeded and EPC does not give its prior
writien approval, such Drilling Rights acquired by ORION that are attributable to Acquisition
Cosls in excess of the Monthly Cap ("Excess Drilling Rights™) shall be treated as AMI Interesis
subject 1o Section 1I(b) below. At the end of each calendar month, ORION shall deliver written
notice o EPC notifying it of (A) the Drilling Rights acquired within the AMI in the previous
month, including the material terms and conditions of each Drilling Right, and (B) the
Governmental Section within which each Drilling Right is located, in addition 1o the information
required pursuant to Section 1I{c) below. EPC shall be obligated to pay for its Proportionate
Share of such Drilling Rights (including any Drilling Rights acquired before the date hereof but
not included in the Initial Interests) on an actual cost basis (i.e. actual Acquisition Costs) plus a
one percent (1%) AMI Management Fee (the "AMI Management Fee"); provided, however,
that the AMI Management Fee shall not be applicable or due from EPC for any Drilling Righis
comprised of interests acquired by or on behall of ORION through forced pooling proceedings
brought before the Oklahoma Corporation Commission ("OCC").

(iii)  ORION will send a joint interest billing ("JIB") to EPC for its
share of Acquisition Costs (determined in accordance with the above) mcurred for Drilling
Rights acquired the previous month within the AML plus the AMI Management Fee, on or
before the 10" day of each month. The JIB shall itemize Acquisition Costs on a Governmental
Section-by-Governmental Section basis. EPC shall pay all JIBs within twenty (20) days from
receipt thereof or the last day of the month, whichever is later. It EPC fails to pay a JIB when
due, and such failure to pay 15 not remedied within ten (10} days following receipt by EPC of
ORION' s written notice of such failure to pay, EPC shall be in breach of this Agreement and, in
addition to all other remedies available to ORION, at law or equity, EPC shall have no (A) right,
title or interest in and to the applicable Drilling Rights subject to such non-pavment and (B)
rights to participate in the drilling of any wells proposed by ORION within the Governmental
Section(s) subject to such non-pavment for so long as such invoiced amounts remain
outstanding. Notwithstanding the foregoing, EPC shall have no obligation to pay any ilems
disputed in good faith set forth on a JIB until such dispute has been resolved in accordance with
this Agreement or the applicable Operating Agreement; the intent being that, pending resolution
of any amount disputed in good faith, EPC shall not be penalized under this Section 1l(a)iii) in
connection with such disputed amounts; provided, however, that, pending resolution of any such
dispute, EPC shall pay (X) all undisputed amounts when due under this Section [I{a)(iii}, and (Y)
in connection with any wells or operations in which EPC elects to participaie under this
Agreement or the applicable Operating Agreement, EPC shall pay when due its Proportionate
Share (proportionately reduced, if applicable. to its working interest in the applicable Drilling
Unit) of any Drilling and Completion Costs, Fracing Costs, or other Well Costs in accordance
with the terms and conditions of this Agreement and the applicable Operating Agreement.

(iv)  ORION shall assign to EPC its Proportionate Share of the Drilling
Rights acquired pursuant to this Section [I{a), In assigning Drilling Rights to EPC, ORION shall
use a form of Partial Assignment of (il and Gas Leases (" Assignment™) substantially identical 1o
the Partial Assignment of il and Gas Leases attached hereto as Exhibit "C". ORION waill
execute and deliver to EPC each Assignment of Drilling Rights within five (5) days of receipt of
pavment by EPC of its Proportionate Share of Acquisition Costs for such Drilling Rights plus the
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AMI Management Fee; provided, however, upon termination of this Agreement, ORION shall,
within five (5) Business Days of termination, prepare and deliver an Assignment to EPC of any
previously unassigned Drilling Rights owed to EPC. Notwithstanding anything in this Section
H{a)iv) to the contrary, ORION may withhold Assignments of Drilling Rights for so long as
EPC has not paid anv outstanding invoices for any such Drilling Rights submitted by ORION, as
provided herein. Once an Assignment from ORION to EPC is required to be made hereunder,
regardless of when actually executed or delivered, the interest to be assigned shall be deemed
earned as of the effective date of the convevance into ORION of such interest, and QORION shall
then be obligated to execute and deliver the Assignment as provided herein, and ORION shall
protect and defend the title to each eamed interest until the Assignment thereof is executed and
delivered to EPC.

() Other Drilling Right Acquisitions: AMI Interests.

(i} Nothing herein shall prohibit any PARTY from acquiring any
Drilling Rights or any interest in salt water disposal facilities; provided that if, during the AMI
Term (A) EPC should acquire any Drilling Rights or any interests in any salt water disposal
facilities within the AMIL, or (B) ORION should acquire any Drilling Rights or any interests in
any salt water disposal facilities within the AMI after the Acquisition Period, or any Excess
Drilling Rights during the Acquisition Period (in each case, an "Acquiring Party™ and each
such acquired imterest, an " AMI Interest™), the other PARTY shall have a first and prior night to
acquire its respective Proportionate Share of such AMI Interest on the terms and provisions

provided in this Section [1({h).

{11} In the event an Acquiring Party acquires or proposes to acquire an
AMI Interest, the Acquiring Party shall promptly give written notice thereof (an " Acquisition
Notice™) to the other PARTY (the "Notified Party™) and the Notified Party shall have thirty
(30) daws after receipt of the Acquisition Notice within which to elect to participate as to its
Proportionate Share of such AMI Interest (and failure to respond in writing within said time shall
be deemed an election not to so acquire). If a Notified Party elects or is deemed to have elected
not to participate as to its Proportionate Share in such AMI Interest, the non-participating
Notified Party shall have no right, title or interest in or claim to such AMI Interest. In the event a
Notified Party elects to participate in the AMI Interest. then such AMI Interest shall become
subject to this Agreement; otherwise (i e. if a Notified Party fails to timely elect, or affirmatively
elects not, 1o participate), the acquired AMI Interest shall be owned by the Acquiring Party and
shall not be subject to the terms and provisions of this Agreement.

(i) If a Notified Party timely elects to acquire its share of any AMI
Interest, then such Notified Party (a "Participating Party™) shall be deemed to have incurred an
irrevocable (A) obligation and agreement to pay its Proportionate Share of the actual cost and
expenses which are or become due and pavable 1o acquire or earn the AMI Interests ("AMI
Interest Costs™), and (B) assumption of its share of all other obligations under any purchase and
sale agreements, farmouts or other agreements applicable to such jointly acquired AMI Interests.
In the event a Participating Party shall fail to timely pay any amounts due under clauses {A) or (B)
above fi.e., in the manner prescribed in Section [I{a}ii) above including, for the avoidance of
doubt, the ten-day cure period provided for in Section 1I{a)(iii}), the Acquiring Party may elect by
wrilten notice to such defaulting party given at any time after such failure to pay and prior 1o
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receipt of payment to treat such defaulting party as a non-participating Notified Party under
clause (i) of this Section [I(b}, in which event such deemed non-participating Notified Party
shall have no right, title or interest in and to the applicable AMI Interest that may be acquired or
earned.

(iv) In the case of a farmout, notwithstanding Section II{b)iiiA)
above, no Participating Party shall be required to join in and pay for the completion of any well
once casing point has been reached (if there is a casing point election under the applicable
farmout or operating agreement) or to join in and pay for the drilling of any well if under the
farmout the drilling of such well is optional rather than obligatory. If a farmout is acquired under
which the drilling of any well is optional and any Participating Party elects not to join in the
drilling of such well, then all Drilling Rights that mav be eamed (including rights to drill
subsequent wells and earn additional Drilling Rights) by the drilling of such well shall be
relingquished and all such rights shall be owned by the PARTY participating in the drilling of
such well. A PARTY which has participated in the drilling of a well under a farmout but which
elects not to participate in a completion attempt shall not be entitled to participate and acquire
any interest in Drilling Rights eamed by the drilling of such well if the farmout requires a
completion attempt or a producing well to earn the Drilling Rights subject to the farmout, but the
Drilling Rights earned shall be owned solely by the PARTY completing the earning well.

(v)  In assigning any AMI Interest 1o a Participating Parly, the
Acquiring Party shall use the form of the Assignment. The provisions of this Section 1I{b) shall
apply only to AMI Interests acquired by (A) EPC after the date of this Agreement and during the
AMI Term, and (B) ORION after the end of the Acquisition Period and during the AMI Term or,
to the extent such AMI Interests are Excess Drilling Rights. at any time after the date of this
Agreement and during the AMI Term.

(<) Information o be Provided. In the event a PARTY 1s required to offer the
other PARTY the right to participate in the acquisition of any Drilling Rights or AMI Interests
pursuant to this Section I, the PARTY offering such rights shall include in the offer notice to the
other PARTY copies of all relevant agreements, including any proposed purchase and sale
agreement or, if no such agreement exists, a term sheet showing the relevant acquisition terms
including a schedule of any leases to be acquired or earned, the Acquisition Costs, AMI Interest
Costs or, if a farmout, an AFE for the estimated actual costs of performing the operations
necessary to eam the interest under the farmout, copies of all title information pertaining o the
Drilling Rights or AMI Interests to be acquired that is available to the offering PARTY
(including the net acres available, applicable primary terms and applicable lessor's rovalties), a
copy of any Phase | environmental site assessment obtained and, if the acquisition is a saltwater
disposal well, the capacity and condition of the well (including, if in such offering PARTY's
actual possession or reasonably accessible to the offering PARTY free of cost, evidence that
such well has passed, or is able to pass, mechanical integrity tests). In addition to the foregoing,
the offering PARTY shall deliver to the other PARTY copies of such additional agreements,
data, schedules, and other information in the offering PARTY's possession as the other PARTY
may reasonably request in order to evaluate whether to participate in the acquisition of the
Drilling Rights or AMI Interests. In the case of a saltwater disposal facility, if the Acquiring
Party has not conducted or obtained a Phase | environmental site assessment, a Notified Party
shall have the right to conduct its own Phase [ environmental site assessment with respect 1o the
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facility to be acquired in which event the Notified Party shall have sixty (60) days after receipt of
the Acquisition Notice to elect to acquire ils Proportionate Share in the saltwater disposal
facilities.

(d) Affiliate Acquisitions, The provisions of this Section [1 shall apply to
Drilling Rights and AMI Interests acquired not only by the PARTIES, but also to Drilling Rights
and AMI Interests so acquired by any Affiliate of a PARTY or a representative or agent of either
of them. Each PARTY covenants and agrees with the other PARTY that it will cause each of its
Affiliates, representatives and agents to comply with the provisions of this Section II in the same
manner and with the same effeet as if’ such Affiliate, representative or agent was a PARTY.
Further, each PARTY agrees to indemnify and hold harmless the other PARTY from any and all
losses and damages for failure to fully comply with the foregoing covenant and agreement
respecting such PARTY's Affiliates, representatives or agents.

III.  TITLE REPRESENTATIONS AND VERIFICATION OF DRILLING RIGHTS

The representations of title made by any PARTY herein, as well as all Assignments
required herein to be made, or caused to be made. by a PARTY. are made without warranty of
title except by, through or under the PARTY (which for the avoidance of doubt, will include any
parties acquiring Drilling Rights or AMI Interests on behall of a PARTY). but not otherwise.
Except for the special warranty of title set forth in the Assignment, no PARTY makes any other
warranty of title regarding Drilling Rights or AMI Interests acquired hereunder.

Iv. COMMITMENT WELLS

{a) Designation of Commitment Wells. As used herein, the "Commitment
Wells" shall be (i) the first three (3) wells drilled under this Agreement, plus (ii) subject to
Section IV(b) below, a single, substitute well ("Substitute Well™), if any, for the first well
which fails to meet the "Qualifving Criteria” as defined below for a saltwater disposal well or
horizontal producing well. The PARTIES contemplate that the first three (3) Commitment Wells
shall be as follows, each of which being more particularly described on Exhibits "E-1", "E-2"
and "E-3", inclusive of the applicable AFEs:

Well Name: Surface

Well Well Tvpe Location; Objective Qualifyving Criteria
No. Formation

Hercyk SWD #1-31, located Must be drilled and

1 Saltwater disposal 150° fnl, 150 fwl, Section completed to the
well 31-27N-2E, Kay County, Arbuckle
Oklahoma; Objective Formation: Arbuckle
2 Horizontal, producing Sneath #1-24H with a Well must be drilled to
surface location 175 fsl, at least a 1,500°

900 fel, Section 24-27N-1E; horizontal
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Hortzontal, prochicing

with a proposed bottom hole
location 150" fnl, 1,900" fel,
Section 24-27N-1E, Kay
County, Oklahoma;
Objective Formation:
Mississippian Formation

Hendrickson Trust #1-11H.
with a surface location 150"
fnl, 660" fel, Section 1-26N-
1E: with a proposed bottom
hole location 150" f51, 660"
fel, Section 1-26N-1E, Kay
County, Oklahoma;
Objective Formation:

displacement in the
Mississippian
Formation (in
accordance with the
applicable AFE)

Well must be drilled
1o at least a 15007
horizontal
displacement in the
Mississippian
Formation {in
accordance with the
applicable AFE)

Mississippian Formation

The PARTIES agree that the Hercyk SWD #1-31 well will be the first well dnlled under
this Agreement. For the avoidance of doubt, EPC is committing under this Section IV to
participate in a maximum of one (1) Substitute Well.

)] Commitment to Paricipate, Each PARTY hereby irrevocably commits to
participate and prepay for its Proportionate Share {proportionately reduced, if applicable. to its
working interest in a Drilling Unit) of the cost to drill and complete {or plug and abandon) the
Commitment Wells together with a one percent {1%) Management Fee, all as more fully set
forth below. The anticipated spud date for the first of the Commitment Wells is May 15, 2012,
with the third of the Commitment Wells 1o be spud no later than September 1, 2012; provided.
however, ORION shall. subject to any delay due to Foree Majeure, use commercially
reasonable efforts to spud the third Commitment Well no later than August 1, 2012, Each
Commitment Well shall be drilled and completed (or plugged and abandoned) in accordance
with the terms and conditions of this Agreement, and, 1o the extent not inconsistent with this
Agreement, the Operating Agreement. EPC shall have no right to go non-consent in or, prior to
ORION's drilling and, if applicable, completion of the applicable Commitment Well, to propose
an aliemnative operation 1o any Commitment Well. If; during the drilling of a Commitment
Well, the same is abandoned prior to such Commitment Well meeting the Qualifying Criteria
for such well due to (A) mechanical difficulties. down hole obstructions. the encountering of
granite or other practically impenetrable rock or substances, or (B) the encountering of
conditions in the hole which render further operations impractical, or {C) any other reason not
within ORION's control, the following shall apply:

(i) If such abandoned well was the first Commitment Well that failed
to meet the Qualifying Criteria. such abandoned well shall not count as one of EPC's obligatory
Commitment Wells under this Agreement. the number of Commitment Wells required under this
Agreement shall not be reduced by the attempted drilling of such abandoned well and EPC shall
be obligated to participate in a Substitute Well for such abandoned well (which Substitute Well
shall count as one of EPC's obligatory Commitment Wells).
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(i1} To the extent EPC funds its Proportionate Share (proportionately
reduced, if applicable, to its working interest in a Drilling Unit) and Carry Share of Well Costs,
whether for a completed Commitment Well, a failed (re. plugged and abandoned)
Commitment Well, an abandoned well under this Section IV(b) or a Substitute Well proposed
by ORION pursuant to this Section IV, such well shall be treated as a Carry Well and such
expenditures shall apply, dollar for dollar, against the Carrv Cap; in each case, for purposes of
Seetion V below.

(c) Pavment of Well Costs for Commitment Wells. ORION shall require
prepayment of Drilling and Completion Costs and Fracing Costs for each of the Commitment
Wells to be drilled pursuant to this Agreement, pavable by EPC as follows:

(1) On the date hereof, ORION will dehiver an invoice to EPC for
estimated Drilling and Completion Costs applicable to the first Commitment Well (Hercyk SWD
#1-31) (based upon the AFE attached hereto as a part of Exhibit "E=1") and EPC shall pay its
Proportionate Share and Carry Share of such Dnlling and Completion Costs contemporancously
with the execution of this Agreement;

(i1} With respect to the second Commitment Well (Sneath #1-24H),
{A) EPC shall pay on the date hereof its Proportionate Share (proportionately reduced, if
applicable, to its working interest in the applicable Drilling Unit) and Carry Share of ten percent
{10%a) of the Drilling and Completion Costs {based upon the applicable AFE attached hereio as a
part of Exhibit "E-2") for such second Commitment Well, and (B) ORION shall deliver to EPC
an invoice for the portion of the Drilling and Completion Costs (based upon the applicable AFE)
not paid under clause (A) above no earlier than twenty (20) Business Days prior to the date the
drilling rig is scheduled to be moved onto the well location for the second Commitment Well and
EPC shall pay its Proportionate Share (proportionately reduced, if applicable, to its working
imterest in the applicable Drilling Unit) and Carry Share of such Drilling and Completion Costs
within ten (10) Business Days of EPC's receipt from ORION of such invoice:

(iii)  With respect to the third Commitment Well (Hendrickson Trust
#1=1H), (A) EPC shall pay on the date hereof its Proportionate Share (proportionately reduced.
if applicable. to its working interest in the applicable Drilling Unit) and Carry Share of fifteen
percent (15%) of the Drilling and Completion Costs (based upon the applicable AFE attached
hereto as a part of Exhibit "E-3") for such third Commitment Well, and (B) ORION shall
deliver 1o EPC an invoice for the portion of the Drilling and Completion Costs (based upon the
applicable AFE) not paid under clause (A) above no earlier than twenty (20) Business Davs
prior 1o the date the drilling rig is scheduled 1o be moved onto the well location for the third
Commitment Well and EPC shall pay its Proportionate Share (proportionately reduced, if
applicable, 1o its working interest in the applicable Drilling Unit) and Carry Share of such
Drilling and Completion Costs within ten (10) Business Days of EPC's receipt from ORION of
such invoice;

{iv)  Should the Substitute Well prove necessary, ORION will deliver to
EPC an AFE for such Substitute Well, whereupon (A) EPC shall pay within fifieen (15) days of
its receipt of such AFE its Proportionate Share (proportionately reduced, if applicable, to its
working interest in the applicable Drilling Unit) and Carry Share of ten percent (10%) of the
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Drilling and Completion Costs for such Substitute Well (based upon such AFE), and (B)
ORION shall thereafter deliver to EPC an inveice for the portion of the Drilling and
Completion Costs (based upon such AFE) not paid under clause (A) no earlier than twenty (20)
Business Days prior to the date the drilling rig is scheduled to be moved onto the well location
for the Substitute Well and EPC shall pay its Proportionate Share (proportionately reduced, if
applicable, to its working interest in the applicable Drilling Unit) and Carry Share of the
balance of such Drilling and Completion Costs within ten (10) Business Days of EPC's receipt
from ORION of such invoice;

(v) ORION shall separately invoice EPC for Fracing Costs applicable
to each Commitment Well other than the Hercvk SWD #1-31. ORION's invoice shall be
tendered to EPC no earlier than thirty (30) days prior to the date {racing operations are scheduled
to commence and EPC shall then have ten (10) days after receipt of invoice within which to pay
its Proportionate Share (proportionately reduced, if applicable, to its working interest in the
applicable Drilling Unit) and Carry Share of the inveiced Fracing Costs; and

(vi)  Notwithstanding anything contained in this Section IVie) to the
contrary, EPC's obligation to pay its Carry Share of invoiced Drilling and Completion Costs,
Fracing Cosis and/or other Well Cosis is expressly subject to the Carry Cap and EPC's rights
under Section V(b) below: the intent being that EPC shall fund only its Proportionate Share (and
not its Carry Share), proportionately reduced, if' applicable, to its working interest in the
applicable Drilling Unit, of Drilling and Completion Costs, Fracing Costs and/or other Well
Cosis 1o the extent invoiced amounts exceed the Carry Cap or EPC exercises its right to satisly
its carry obligations under this Agreement by paying ORION the balance of the Camry Cap
pursuant to Section Vib).

(d) Failure to Pay. If EPC fails to pay any invoice from ORION pursuant to
Section IV(¢) for the prepayment of costs with respect to a Commitment Well by the date such
prepayment is due, and such failure to pay is not cured within ten (10) Business Days of EPC's
receipt of a written notice from ORION of such failure to pay, then EPC shall be considered in
breach of its obligations under this Agreement. In paye event, at ORION's option, in lieu of all
other remedies available to ORION, (1) EPC shall have no rights in the applicable Commitment
Well, (i1) all rights of EPC in this Agreement and in the Project shall terminate, and (iii) except
as hereinafier provided in this Section rv(d). all of EPC's right. title and interest in the Initial
Interests shall automatically be relingquished and re-vested in ORION and EPC shall reassign to
ORION all of its right, title and interest in the Initial Interests under this Agreement, free of all
lease burdens, overriding rovaliies, payvmenis out of production or any other encumbrances
created by, through or under EPC but not otherwise; provided. however, that EPC shall retain all
right, title and interest in {A) any Commitment Well drilled for which EPC has timely and fully
paid all properly submitted invoices. and (B) the associated acreage assigned to EPC in the
applicable Governmental Section for any such timely and fully paid for Commitment Well.

V. CARRY WELLS
{a) Carried Interest. EPC agrees that the Commitment Wells and next ensuing

Subsequent Wells that are either saltwater disposal wells or wells targeting the Mississippian
Formation (as set forth in the applicable AFE) proposed and drilled under this Agreement while
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any balance remains under the Carry Cap (each a "Carry Well™), shall be subject to an absolute
obligation of EPC (subject, however, to Section XI1IT} to pav, on behalf of ORION, in addition to
EPC's Proportionate Share due hereunder (if applicable), the lesser of ("Carry Share™) (i) an
undivided 1/8 of the &8ths working interest, or (i) such amount, if any, that would not reduce
ORION's proportionate working interest or cost share 1o less than ten percent (10%) of 8/8ths, of
all Well Costs imcurred in connection with each Carry Well until the aggregate of all Well Cosis
incurred by EPC and attributable to the Carry Share has equaled 52,216,565 00 (" Carry Cap™).
For the avoidance of doubl, as an example of the application of the foregoing: (i) if the PARTIES
own a combined 100% of the working interests in a Drilling Unit, for each Carry Well EPC shall
pay (subject to the Carry Cap) 57.5% of all Well Costs and ORION shall pay (subject to the Carry
Cap) 42.5% of all Wells Costs, but each PARTY shall receive its Proportionate Share of the
revenues attributable to each such Carry Well; (ii) if the PARTIES own a combined 60% of the
working interests in a Drilling Unit, for each Carry Well EPC shall pay (subject to the Carry Cap)
39.5% of all Well Costs and ORION shall pay (subject to the Carry Cap) 20.53% of all Well Costs,
but each PARTY shall receive its Proportionate Share (proportionately reduced. if applicable, to
its working interest in the Drilling Unit) of the revenues attributable to each such Carry Well, and
(ii1) if the PARTIES own a combined 30% of the working interests in a Drilling Unit, for each
Carry Well EPC shall pay (subject to the Carry Cap) 20% of all Well Costs and ORION shall pay
(subject to the Carry Cap) 10% of all Well Costs, but each PARTY shall receive its Proportionate
Share (proportionately reduced, if applicable, to its working interest in the Drilling Unit)y of the
revenues attributable to each such Carry Well.

(b)  Carry Well Limitations. ORION may not propose more than one (1)
Carry Well targeting the Mississippian Formation per Governmental Section prior to April 1,
2013 without EPC's consent so long as any balance remains under the Carry Cap.

(e} Election bv EPC to Prepay Carrv. At any time prior to the election
required to be made under Section X111, EPC has the sole right to elect to tender to ORION the

remaining balance owed on the Carry Cap in lieu of treating any ensuing well(s) as a Carry
Well(s). In such event, upon receipt by ORION of EPC's payment of the remaining balance of the
Carry Cap, all ensuing wells shall be Subsequent Wells subject to the provisions of Section VI
below and shall not be Carry Wells.

(d) __ Successor Obligations, EPC's obligations with respect to each Carry Well
shall be a covenant running with the land and shall burden and bind all permitted assignees of

EPC under this Agreement and the properties subject hereto.
VI SUBSEQUENT WELLS

(a)  Well Proposals, After all of the Commitment Wells are drilled, completed
and, i applicable, producing, or abandoned without being completed, ORION will continue 1o
propose additional wells within the AMI (each a "Subsequent Well™) (i) with no more than one
producer and one salt water disposal well to be proposed ai any one time, and (ii) during the term
of this Agreement, with no more than a total of fourteen (14) wells (which shall include the
Commitment Wells and other salt water disposal wells, as applicable) proposed within a twelve
(12) month period; provided that the limitations of clauses (i) and (i1) above may be waived by
the written consent of the PARTIES. Should ORION fail to propose Subsequent Wells at a pace
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no fewer than three (3) wells per six {6) month period (beginning on the date hereof), EPC may
propose Subsequent Wells thereafler and shall further have the right to operate cach such
Subsequent Well proposed by it pursuant to this sentence i ORION elects not to participate in
and operate such Subsequent Well, Notwithstanding anything in this Agreement to the contrary,
if ORION is unable, in whole or in part, to meet the obligations under this Agreement for the
spudding (as applicable) and/or drilling of the Commitment Wells or any Subsequent Well due
to Force Majeure, the obligations shall be suspended during, but no longer than. the continuance
of the Force Majeure event. ORION shall remedy such Force Majeure event with all reasonable
dispatch. All proposals for Subsequent Wells shall be in accordance with the terms of the
applicable Operating Agreement under Section X below; provided, however, that regardless of
whether a Subsequent Well is proposed by ORION or EPC, each PARTY shall have thirty (30)
days from receipt of the propesal within which to make its election whether or not it will
participate in the dnlling of the Subsequent Well, with failure to respond being deemed an
election to not participate. During the term of this Agreement, ORION shall not have more than
one drilling rig operating within the AMI, unless consented to in writing by EPC; provided,
however, notwithstanding the foregomng. ORION may have a second dnilling rg operating within
the AMI for no more than forty-five (45) davs each calendar year.

(b} Participation Elections in Carry Wells.

(i) Notwithstanding  the provisions of the applicable Operating
Agreement entered into or governing pursuant to Section X below, if a PARTY should elect not
to participate in an initial Subsequent Well drilled in a Drilling Unit that is also a Carry Well,
such Drilling Unit to be idemtified by Operator in its AFE for such Carry Well to be drilled in
any Drilling Unit, such PARTY shall forfeit all of its interest in the Drilling Unit, provided that
such Carry Well is commenced no later than ninety (90) davs afier expiration of the thirty (30)
day notice period. If the Carry Well is not commenced within such ninety (90) day period and if
any PARTY still desires to drill the Carry Well, written notice proposing the Carry Well must be
resubmitied to the PARTIES in accordance herewith as if no prior proposal had been made. Any
PARTY electing not to participate in a Carry Well in a Drilling Unit shall assign to the PARTY
who elected to participate all of such non-participating PARTY's interest in the designated
Drilling Unit, free of all lease burdens, overriding rovalties. pavments oul of production or any
other encumbrances created by, through or under the non-participating PARTY but not
otherwise, within thirty (30) days following the date the Carry Well is completed or plugged and
abandoned, subject to the provisions of the preceding two sentences.

(1) If a PARTY elects to participate in the dnlling of an initial
Subsequent Well drilled in a Drilling Unit that is also a Carry Well, then that PARTY shall have
the elections provided for in the governing Operating Agreement on all further Subsequent Wells
within that Drilling Unit.

(c) Participation Elections in Subsequent Wells other than Carry Wells.

(i) Notwithstanding the provisions of the applicable Operating
Agreement entered into or governing pursuant to Section X below, if a PARTY should elect not
to participate in a Subsequent Well that is the initial Subsequent Well (but not a Carry Well)
drilled in a Drilling Unit (a " Post-Carry Well™), such Drilling Unit to be identified by Operator
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in its AFE for the Post-Carry Well to be drilled in any Drilling Unit, such PARTY shall farmout
and assign to the participating PARTY, and the participating PARTY shall have the right to
receive, all of such non-participating PARTY's interest in the objective formation within the
designated Drilling Unit and all rights in, to and within the wellbore (and any hydrocarbons
produced therefrom) as 1o the objective formation and any other formation from the surface of
the earth to the top of the objective formation; provided, however, that such farmout of a non-
participating PARTY"s interest in the designated Drilling Unit shall be (A) on the terms of the
election provided for in the applicable OCC pooling order for a leased party in the applicable
Drilling Unit, or (B) if’ no OCC pooling order applies to the applicable Drilling Unit, the non-
participating PARTY shall be entitled to retain an undivided five percent {5%) overmniding rovalty
interest, proportionately reduced, in the Drilling Unit insofar, and only insofar, as to the lands
and formations farmed out under this Section VIic) and, in either case. an appropriate
assignment, free of all lease burdens, overniding rovalties, pavments out of production or any
other encumbrances (except for any overriding rovalty interest owed the non-participating
PARTY under this Section VI(c)) created by, through or under the non-participating PARTY but
not otherwise. shall be executed and delivered by the non-participating PARTY to the
participating PARTY.

(i) If a PARTY elects to participate in the drilling of a Post-Carry
Well in a Drilling Unit, then that PARTY shall have the elections provided for in the governing
Operating Agreement on all further Subsequent Wells within that Drilling Unit.

Farmout Relinguishments. Notwithstanding any  provisions of the
Operating Agreement to the contrary, in no event shall a PARTY which becomes a non-
consenting parly as to the drilling of any well which under, a farmout is required 1o be drilled in
order to eam a leasehold assignment under such farmout be entitled to participate in or acquire
any leases carned if such leasehold assignment would not have been eamed if such well were not
drilled.

(e} Third-Party Proposals. If a third party proposes the drlling of a well on
property within the AMI in which both ORION and EPC own a leasehold interest pursuant to
this Agreement, or on property pooled or unitized therewith, and the PARTIES are bound by an
operating agreement or other agreement to make an election to participate in the drilling of such
well or the proposal is governed by a forced pooling order of the OCC, ORION (or a successor
operator) shall immediately give EPC written notice of such proposal or pooling order, together
with a copy of the well proposal or pooling order. Each PARTY shall give the other PARTY
written notice of whether it will participate in the third-party proposal at least ten (10) dayvs prior
to the date elections are due under the applicable OCC pooling order, operating agreement or
other agreement under which the third party proposal is made.

{1} If both PARTIES elect to participate, then notice to that effect shall
be given by each PARTY to the third party.

(i1} If both PARTIES elect not to participate, then notice to that effect
shall be given by each PARTY to the third party, and each such PARTY shall then be governed

by the penalty or non-consent provisions of the applicable pooling order, operating agreement or
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other agreement under which the third party proposal was made and not by the penalty
provisions of this Agreement or the Operating Agreement.

(iii) If either PARTY elects not to participate and the other PARTY elects
to participate, then, subject to and in accordance with Sections VI(b) and VI(¢) above, such non-
participating PARTY shall farmout and/or assign, as applicable, 1o the participating PARTY, and
the participating PARTY shall have the right (A) to receive. the interests of the non-participating
PARTY in the proposed operation and any other rights or interests, if any, of the non-
participating PARTY in the applicable Drilling Unit for a Carry Well pursuant to Section VI(b)
or in the objective formation and wellbore of a Post-Carry Well pursuant to Section VIic), as
applicable, and (B) to participate in the proposed operation with the interest of the non-
participating PARTY, by electing to do so within five (5) days, inclusive of Saturdavs, Sundays
and legal holidays, afier receipt of the election of the PARTY electing not to participate;
provided. however, that such farmoui and/or assignment of such non-participating PARTY's
interest in (X} a Drilling Unit pursuant to Section VI(b} or the objective formation and wellbore
pursuant to Section VI{c) shall be on the terms and conditions set forth in Sections VI(b) and
Vli{c} above, as applicable, and (Y') the wellbore (and all hydrocarbons produced therefrom) of a
well subject to the operation proposed by such third party that is not govemed by either Section
V(b or Section VI{e) shall be on the terms of the election provided for in the applicable OCC
pooling order for a leased party in the applicable Drilling Unit, and an appropriate assignment,
free of all lease burdens, overriding rovalties, payments out of production or any other
encumbrances (other than overriding rovalty interests, if’ any, to which the non-participating
PARTY is entitled under the applicable OCC order) created by,. through or under the non-
participating PARTY but not otherwise, shall be prompily executed and delivered by the non-
participating PARTY to the participatling PARTY so as to eflectuate participation by the
participating PARTY with the interest of the non-participating PARTY . Additionally, the non-
participating PARTY agrees to execute such other documents and instruments reasonably
necessary o effectuate participation by the participating PARTY with the interest of the non-
participating PARTY. If the participating PARTY elects not to receive the interest of the non-
participating PARTY pursuant o this Section VI{¢), the non-participating PARTY shall tender to
the third party its notice of non-participation and the non-participating PARTY shall be subject
to and governed by the penalty or non-consent provisions of the applicable OCC pooling order,
operating agreement or other agreement under which the third party well proposal was made
{and not the penalty provisions of this Agreement or the Operating Agreement).

() AFEs as Estimates, AFEs prepared by either PARTY and submitied to the
other PARTY, with respect to any well operation proposed under this Agreement or the
applicable Operating Agreement, are good faith estimates only of the costs to be incurred with
respect to the particular well operation and the cost categories identified on the AFE. An AFE
shall not serve to limit a PARTY"s obligation to pay its proportionate share of Well Costs with
respect to any well operation in which such PARTY has elected to participate or in which EPC is
obligated to participate.

VI PREPAYMENT OF WELL COSTS FOR SUBSEQUENT WELLS

(a) Prepavment Terms. ORION shall require prepayment of estimated costs
for any Subsequent Well drilled pursuant to this Agreement as follows:

Page 13



(1) With respect to any Subsequent Well proposal pursuant to
Section VI of this Agreement or the applicable Operating Agreement, {(A) upon and
contemporancously with EPC's election to participate in the drilling of such well, EPC shall pay
(I} its Proportionate Share (proportionately reduced. if applicable, to its working interest in the
applicable Drilling Unit), and (II} if applicable, its Carry Share, of ten percent (10%) of the
Drilling and Completion Costs (based upon the applicable AFE) for such well, and (B) ORION
shall deliver to EPC an invoice for the portion of the Drilling and Completion Costs (based upon
the applicable AFE) not paid under clause (A) above no carlier than twenty (20) Business Days
prior to the date the drilling rig is scheduled to be moved onto the well location for such well and
EPC shall pay its Proportionate Share (proportionately reduced, if applicable, to its working
interest in the applicable Drilling Unity and, if’ applicable, its Carry Share of such Drilling and
Completion Costs within ten (10) Business Days of EPC's receipt from ORION of such invoice.

(i) ORION shall submit to EPC, for each Subsequent Well, a separate
invoice for Fracing Cosis (based upon the applicable AFE and proportionately reduced, il
applicable, to EPC's working interest in the applicable Drilling Unit), such invoice to be tendered
to EPC no earlier than thirty (30) days prior to the date fracing operations are to commence with
respect 1o the applicable Subsequent Well, Upon receipt of such invoice, EPC shall have ten (10)
days following receipt of such invoice to pay ORION the invoiced amount.

(iii) Notwithstanding anything contained in this Agreement or the
applicable Operating Agreement to the contrary, the PARTIES agree that ORION shall, at no
time during the term of this Agreement, have outstanding pursuant to the prepavments required
under Sections VII{a)i) and VII{a)(ii) more than (I) two (2) invoices that are not vet due and
payable for Drilling and Completion Costs in connection with all active AFEs, and (II) three (3)
invoices that are not vet due and payable for Fracing Costs in connection with all active AFEs.

(k) Failure to Pay, If EPC fails to pay any invoice from ORION pursuant to
Section_VIl{a) for the prepayment of costs with respect to a Carry Well by the date such
prepayvment is due. and such failure to pay is not cured within ten (10) Business Days of EPC's
receipt of a written notice from ORION of such failure to pay, then EPC shall be treated as if it
elected not to participate in such Carry Well and will be subject to the non-participation penalties
prescﬂhed in Section VI(b) above. If EPC fails to pay any invoice from ORION pursuant to
Section V1I{a) for the prepayment of costs with respect to a Suhsequmt Well that is not a Carry
Well by the date such prepayment is due, and such failure to pay is not cured within ten (10)
Business Days of EPC's receipt of a written notice from ORION of such failure to pay, EPC's
failure to pay shall be deemed as an election not to participate in such Subsequent Well and EPC
shall be subject to the non-participation penalties prescribed in Section VI{¢) above. For the
avoidance of doubt, al no time shall EPC forfeit any interest in any well drilled under this
Agreement, and the associated acreage in the applicable Government Section for such well, for
which EPC has timely and fully paid all properly submitted invoices.

VIIL THIRD PARTY OPERATED WELLS
EPC and ORION shall designate ORION as operator for each Drilling Unit ("Operator™)

and EPC agrees 1o support ORION as Operator should ORION be challenged for operations by a
third party in any Drilling Unit; provided, however, that, in each case, ORION and/or its
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Affiliates owns a working interest in the applicable well drilled or to be drilled in such Drilling
Unit for which ORION would be the Operator. EPC's support for ORION as Operator, if
challenged for operations by a third party, may be suspended during the period in which EPC has
taken action. and followed procedures. to remove ORION as Operator in accordance with the
applicable Operating Agreement. If ORION and/or one of its Affiliates does not own a working
interest in a well drilled or to be drilled in a Drilling Unit, then (if requested by EPC) ORION
will support EPC as Operator of such well or, if EPC does not wish to serve as Operator, the
Operator of such well shall be determined in accordance with the applicable Operating
Agreement,

IX. MANAGEMENT FEE

As more fully set forth in Section Il above, ORION will charge EPC an AMI
Management Fee on unaffiliated third party Acquisition Costs incurred by ORION for Drilling
Rights acquired under Section IL but subject to the limitations of Section 11{a)(ii). In addition,
ORION will charge a Management Fee of one percent (1%) ("Drilling Management Fee™) on
EPC's Proportionate Share of all Well Costs mewrred by ORION in connection with each
Commitment Well and each Subsequent Well in which EPC participates under this Agreement.
These charges will be invoiced in the monthly JIB as to all such Acquisition Costs pursuant to
Section 1I{a) and on the pre-bill as 1o all Well Costs for each Commitment Well and Subsequent
Well drilled pursuant to this Agreement: provided that, the Drilling Management Fee shall be
charged only on Well Costs up to the amount evidenced by ORION's initial AFE for any
Commitment Well or Subsequent Well and ORION will not charge the Drilling Management
Fee on any cost overruns (i.e. costs in excess of original estimates for or costs in excess of
origmal AFEs for the Commitment Wells and each Subsequent Well). Neither the AMI
Management Fee nor the Drilling Management Fee is assignable and ORION shall not charge
the Drilling Management Fee on any wells in which it is not the Operator.

X. OPERATING AGREEMENT

{a) Operating Agreements. All operations for the dnlling, completing and
equipping of the Commitment Wells, Carryv Wells and other Subsequent Wells drilled, or
proposed to be dnlled, within the AMI shall be governed by the operating agreement
substantially identical to the operating agreement attached hereto as Exhibit "D ("Operating
Agreement™). A separate Operating Agreement shall be prepared and executed for the Drilling
Unit attributable to each Commitment Well and. following a proposal for an initial Subsequent
Well, the Drilling Unit for such initial Subsequent Well, and in cach such case shall supersede
the terms and conditions of the Operating Agreement attached hereto as Exhibit "D, In the
event of a conflict between this Agreement and the governing Operating Agreement, the terms
and provisions of this Agreement shall control. Upon the end of the term of this Agreement, the
Operating Agreement attached hereto as Exhibit "D", shall remain in full force and efTect as 1o
all joint interests owned by the PARTIES within the AMI not subject to an Operating Agreement
for a specific Drilling Unit and the provisions of this Section X shall survive the end of the term
of this Agreement: provided. however. that, with respect to each mihial well proposed to be
drilled in a newly designated Drilling Unit after the term of this Agreement, the Operating
Agreement attached hereto as Exhibit "™ shall, for all purposes, automatically be treated as
severallv and separately applicable to each such Drilling Unit.
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(b} Standard of Care. ORION shall conduct its activities, as Operator under
this Agreement. as a reasonable, prudent operator, in a good and workmanlike manner, with due
diligence and dispaich, in accordance with good oilfield practice, and in compliance with
applicable law and regulation, but in no event shall it have any liability as Operator to EPC for
losses sustained or liabilities incurred except such as may result from gross negligence or willful
misconduct.

{c) Insurance, ORION, for the benefit of the PARTIES, will carry or provide
insurance for all operations conducted or to be conducted by it hereunder in the amounts set forth
in the Operating Agreement attached hereto as Exhibit "D". The cost and expense of such
insurance shall be invoiced by ORION to the joint account of all working interest owners within
the Drilling Unit, in accordance with their respective working interest shares,

{d)  Resignation. Should ORION resign or transfer its duties as Operator
under any Operating Agreement prior to the drlling and completion. or plugging and
abandonment (if applicable) of the Commitment Wells, all unaccrued portions of the Carry Cap
as of the date of ORION's resignation shall automatically expire and EPC shall have no further
obligation to bear the Carry Share of any Well Cosis thereafier aceruing under this Agreement.

XL SEISMIC ELECTIONS

ORION may. from time to time, propose the acquisition of Seismic Data within the AMI
whether by conducting its own seismic shoot, the acquisition of existing Seismic Data or
otherwise (each a "Seismic Acquisition™). Each proposal shall include reasonably necessary
details regarding a proposed Seismic Acquisition and an invoice for the associated Seismic Cosl.
EPC shall have thirty (30) days from receipt of a proposal within which to make its election
whether or not it will participate in the proposed Seismic Acquisition, with failure to respond
being deemed an election to not participate. Upon and contemporaneously with EPC's election to
participate in a Seismic Acquisition, EPC shall pay its Proportionate Share of all Seismic Costs
{proportionately reduced, however, 1o the extent, if at all, any such Seismic Costs are to be borne
by third parties sharing in the Seismic Acquisition who are not parties o this Agreement) and
shall thereupon have immediate rights in and to such Seismic Data; provided. however, if'a Carry
Well is thereafter drilled within a Drilling Unit to which such Seismic Data is applicable, EPC
shall also pay its Carry Share (to the extent a balance remains on the Carry Cap) of such Seismic
Costs, as set forth in the applicable AFE for such Carry Well and in accordance with the timing
set forth in Section VIL IF EPC elects or 1s deemed to have elected not to participate in a Seismic
Acquisition, then EPC shall have no rights or access to such Seismic Data; provided, however,
that, should ORION propose a well under this Agreement that is based, in part, upon any Seismic
Data in which EPC elected, or was deemed to have elected, not to participate, then ORION shall
provide EPC such Seismic Data that is pertinent to such proposed well and ORION shall charge
EPC its proportionate share of such Seismic Data,

XIL  DISPOSAL WELLS AND FACILITIES
{a) Initial SWD Well. The PARTIES shall be the owners, in proportion to

each's Proportionate Share, of the Hercyk SWD #1-31 disposal well (" Initial SWD Well").
ORION, as operator of the Initial SWD Well, shall charge each party disposing of saltwater in
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the Initial SWD Well, including the PARTIES, a fee of $0.50 per barrel of saltwater disposed (as
such fee may be re-determined from time to time by the operator hereunder, in its sole discretion,
consistent with then current market rates in kay County, Oklahoma, the "SWD Fee™). Each
PARTY shall receive its Proportionate Share of all fees (including the SWD Fee), charges and
other benefits from the Initial SWD Well as the owner of an undivided interest therein. Further,
each PARTY shall pay its Proportionate Share of all operating, maintenance and capital costs for
the Initial SWD Well. The SWD Fee charged to each party disposing of saltwater in the Initial
SWD Well will, if applicable, be based upon each disposing party's working interest share in a
producing well from which such saltwater was generated multiplied by the number of barrels of
saltwater from such producing well disposed of in the Initial SWD Well multiplied by the SWD
Fee.

(b) Subsequent SWD Wells. Subsequent to the drilling of the Initial SWD
Well, ORION may propose the drilling of additional saltwater disposal wells and related
saltwater disposal infrastructure as may, from time to time. be required (whether on lands within
or outside the AMI) to dispose of saltwater from wells producing oil, gas or other hydrocarbons
from within the AMI ("Additional SWID Facilities"). For any such proposal, ORION ghall
submit to EPC a writlen notice for the proposed drilling of such saltwater disposal well ("SWD
Well Proposal Notice™) containing (i) the legal description of the surface location for the
proposed disposal well, (i) the proposed disposal formation, (111) the proposed disposal capacity
for the new disposal well, and {iv) an AFE showing the completed cost for the drilling of the
proposed disposal well and the related disposal infrastructure required to connect wells to the
new disposal well. For the avoidance of doubt, the PARTIES intend that EPC shall have the right
to participate in any such Additional 8WD Facilities proposed by ORION during the term of this
Agreement. EPC shall have thirty (30) days, inclusive of Saturdays, Sundays and legal holidays,
from receipt of such SWD Well Proposal Notice within which to elect whether 1o participate in
such proposed Additional SWD Facilities in accordance with the SWD Well Proposal Notice,
and failure to respond within said period shall be deemed an election not 1o participate. If EPC
¢lects to participate in the Additional SWD Facilities, EPC shall pay its Proportionate Share
{reduced proportionately to the aggregate working interest of the PARTIES in such Additional
SWD Facilities) and, if applicable, its Carry Share of all costs incurred in connection with the
drilling and completion of such Additional SWD Facilities. By such participation, EPC shall be
the owner of an undivided interest in such Additional SWD Facilities equal to its Proportionate
Share, reduced proportionately to the aggregate working interest of the PARTIES in such
Additional SWD Facilities, and shall be (i) entitled to its Proportionate Share (reduced
proportionately to the aggregaie working interest of the PARTIES in such Additional SWD
Facilities) of all fees (including SWD Fees). charges and other benefits from such Additional
SWD Facilities and (ii) responsible for its Proportionate Share (reduced proportionately to the
agzregate working interest of the PARTIES in such Additional SWD Facilities) of all operating,
maintenance and capital costs for such Additional SWD Facilities. Iff EPC elects or is deemed to
have elected not to participate in any such Additional SWD Facilities proposed by ORION
hereunder, EPC shall have no right, title or interest in such Additional SWD Facilities and shall
not be entitled to the fees (including SWD Fees), charges and other benefits received by the
owners thereof for access to and use of such Additional SWD Facilities. EPC may,
notwithstanding its non-participation in anv such Additional SWID Facilities drilled under the
terms of this Agreement, utilize such Additional 8WD Facilities drilled hereunder in exchange
for pavment of $0.50 per barrel of saltwater disposed. capacity permitting: the intent
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being that ORION may not refuse EPC the right to utilize any such Additional SWD Facilities
solely by reason of EPC's non-participation in such Additional SWD Facilities.

(c) Disposal Fee, ORION, as operator of cach Additional SWD Facilities
proposed hereunder, shall charge each party disposing of saltwater in each such Additional
SWD Facilities well drilled hereunder, including the PARTIES (but subject to the $0.30 per
barrel saltwater disposal fee applicable to EPC pursuant to Section XNII(h) above), the SWD Fee.
The SWD Fee charged to each party disposing of saltwater in any Additional SWD Facilities
shall be, if applicable. based upon each disposing party's working interest share in a producing
well from which such saltwater was generated multiplied by the number of barrels of saltwater
from such producing well disposed of in such Additional SWD Facilities multiplied by the
SWD Fee. ORION, as operator, shall proportionately distribute the fees and charges received
for access to and use of each such Additional SWD Facilities to the parties participating in such
Additional SWD Facilities,

side Ownership. Nothing in this Section XII shall
imply any nhl:gatmn on the I‘ﬂ.RTIF‘s to allow other pmducere to participate in the ownership
of the Initial SWD Well or any Additional SWD Facilities, it being contemplated that the Initial
‘;WD Well and Addltmnnl SWD Facilities will be owned solely by the PARTIES (subject to

: rd. however, the PARTIES may permit other producers owning interests
in prnduung -:nl gas or other hydrocarbon wells located within the AMI to participate in the
ownership of the Initial SWD Well and/or Additional SWD Facilities to the extent required by
law to do so or to the extent the PARTIES believe it will be beneficial to the PARTIES to
permit such ownership.

XIIL ELECTION TO CONTINUE PROJECT

(a) EPC Election, Not later than three (3) Business Davs after April 17, 2013,

ORION shall give EPC written notice as to the balance, if any, remaining under the Carry Cap.
Upon receipt of such written notice from ORION, EPC shall have ten (10) Business Days within
which to elect, by giving writien notice to ORION, either (1) to pay ORION the remaining balance
under the Carry Cap (such amount, the "Continuation Payment™), or (ii) to opt out of, forfeit
and reassign an undivided interest in and to a portion of the Initial Interests equal 1o (A) the
remaining balance under the Carry Cap divided by $1,000, divided by (B) the aggregate net acres
comprising the Initial Interests (excluding, however, the aggregate net acres subtracted from the
net acres comprising the Initial Interests pursuant to clauses (X) and (Y) in the next proviso
below}). provided, however, notwithstanding anvthing in this Agreement to the contrary, this
Section XIII shall have no effect on any Drilling Rights or other interests in this Agreement or the
AMI that EPC has already eamed or forfeited under the other provisions of this Agreement. the
intent of the PARTIES being that (X) all rights, interests and acreage previously assigned to EPC
within the applicable Drilling Units for each Commitment Well and Carry Well for which EPC
has timely paid all properly submitied invoices shall remain in EPC and shall not be subject to
forfeiture under this Section XIMI(a). and (Y) all previously forfeited rights, inferests and acreage
under this Agreement, if any, shall remain forfeited no matier what EPC elects under this Section
XIll(a). For the avoidance of doubt, as an example of the application of Section XII(a)ii) above,
if on April 17, 2013, $526,500 remains under the Carrv Cap, the aggregate net acres comprising
the Initial Interests assigned to EPC under the Purchase Agreement was 5,265,
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but, after deducting rights, inferests and acreage pursuant to clauses (X) and (Y) above, EPC's
net acres under this Agreement are only 3,265, and EPC elects the option under Section
Alla)u) above, EPC shall forfeit and reassign to ORION an undivided 16.1% interest in and to
the leases, properties. rights and interests comprising such 3.265 net acres. Further, for the
avoidance of doubt, at no time or for any reason shall EPC forfeit any interest in any wells in
which it has participated and has timely and fully paid all properly submitted invoices. Failure of
EPC to provide written notice of its election on the applicable date shall be deemed an election to
forfeit and reassign an undivided interest in and to the Initial Interests pursuant to Section
XN{a)ii) above. Should EPC elect 1o make the Continuation Payment, such payment shall be
made contemporaneously with such election,

(b} _ Effect of Opting Oul. In the event EPC makes an election pursuant to
Section XIT(a)ii) to opt-out of an undivided interest in the Initial Interests, (i) EPC's rights and
interests in such portion of the Initial Interests shall automatically be relinguished 1o and re-
vested in ORION: (ii) EPC shall have no obligation to pay the Continuation Payment provided
for in Section XI1I(a), (iii) EPC shall have no further rights or interests in and to such undivided
interest in the Initial Interests relinquished to and re-vested in ORION; (iv) EPC shall execute
and deliver, within thiny (30) days of such election, a recordable re-assignment of such
relinquished Initial Interests to ORION, free of all lease burdens, overriding rovalties, paymenis
out of production or any other encumbrances created by, through or under EPC bui noi
otherwise: and (v) this Agreement shall terminate for all purposes as to the portion of the Initial
Interests forfeited pursuant to Section XI(a)ii) but shall continue in full force and effect as to
the remainder of the AMI as set forth in Section XVIII(k). In the event EPC makes an election
pursuant to Section XIII{a)1) above, this Agreement shall continue in full force and effect for the
remainder of its term without any modification,

(¢} Jomt Negotiation. The PARTIES hercby acknowledge and agree that the
election options provided for under Section X11I(a) have been negotiated for by the PARTIES
and EPC acknowledges and agrees that neither of such election options under Section XIII{a)

constitules a penalty.

XIV. DELAY RENTAL AND SHUT-IN ROYALTY PAYMENTS

All of the Initial Interests as well as all other oil and gas leases and other Drilling Rights
within the AMI and covered by this Agreement shall be administered and maintained by
ORION. ORION shall pay all delay rentals, shut-in royalty, exiension bonuses and all other
similar amounts which may be required under the terms of such co-owned leases and Drilling
Rights in order to maintain same in effect and shall submit evidence of each such payment to
EPC upon request. EPC shall be obligated to reimburse ORION for its share of all such rental,
shut-in rovalty, extension bonuses and other similar payments based on their respective
ownership in same. ORION shall not be liable to the co-owners of the oil and gas leases and
Drilling Rights, however, if’ through mistake or oversight (but not gross negligence or willful
misconduct), any rental or rovalty or other similar payment is not paid or is erroneously paid.
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XV. PROPRIETARY INFORMATION

(a) Confidentiality Obligation. Except for disclosures to (1) employees,
officers and directors of a PARTY. (2) emplovees, officers and directors of a PARTY's
Affiliates, (3) any professional consultant or agent retained by a PARTY for the purpose of
evaluating the Proprietary Information, {4) any financial institutions or other lenders for
financing purposes, (3) investors, potential investors or shareholders if a PARTY is a publicly
traded company and applicable securities laws require such disclosure or such disclosure is
made in connection with an investor or potential investor conference customary in the oil and
gas industry, (6) representatives of a PARTY who need to know information for purposes of
performing this Agreement, (7) accountants, (8) legal counsel and other advisors, or (9) in
connection with any proposed merger, acquisition or divestiture transaction mvolving a
PARTY, no Proprietary Information shall be distributed or disclosed to any third party without
first obtaining a written undertaking of confidentiality from such third party. Proprietary
Information shall be maintained confidential during the term of this Agreement and for a
period of two (2) years thereafter.

)] Designation of Proprietary Information. It shall be the duty of a PARTY
to identify as Proprietary Information, in writing, any of its information which is disclosed to
the other PARTY and which is intended to be governed by the provisions of this Section NV,
The identification shall be made at the time of disclosure or within reasonable proximity of
disclosure.

(c) Disclosure of Proprietary Information, In the event that any PARTY or its
representalives are requested or required by oral questions, interrogatories, requests for
information or documents in legal proceedings, subpoena, civil investigative demand or other
similar process, to disclose any Proprictary Information, such PARTY shall provide the other
PARTY that may claim the Proprietary Information with prompt written notice of any such
request or requirement so that the PARTY that claims the Proprictary Information may seck a
protective order or other appropriate remedy. If a PARTY or its representatives are nonetheless
legally compelled to disclose Proprietary Information, such PARTY or its representatives shall
disclose only that portion of the Proprietary Information which it is legally required to disclose,
provided that such PARTY will exercise its best reasonable efforts to preserve the confidentiality
of the Proprietary Information, including, without limitation, by cooperating with the PARTY
that claims the Proprietary Information to obtain an appropriate protective order or other reliable
assurance that confidential treatment will be accorded the Proprietary Information.

XVL INDEMNITY

(a) Each PARTY shall defend, indemnify and hold the other PARTY
harmless from and against any and all claims, demands; costs, judgments and liabilities for
damages or losses arising from such PARTY's failure to comply with its express obligations
under this Agreement.

(b)  Noiwithsianding anything to the conirary in this Agreement, in no

event shall either PARTY be liable to the other under this Agreement for any consequential,
exemplary, punitive, remote or speculative damages, including damages for loss of profit
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(collectively, "Special Damages™); provided, however, that if any PARTY is held liable to any
third party for any such Special Damages and the other PARTY is obligated hereunder to
indemmify such PARTY so held liable for the matter that gave rise to such Special Damages, the
indemmitor PARTY shall be liable for and obligated to reimburse such indemnified PARTY for
the full amount of such Special Damages.

XVIL NOTICES AND ADDRESSES OF THE PARTIES

All written notices required to be made pursuant to this Agreement shall be deemed
sufficient if faxed via local and long distance telephone lines (with answer-back confirmation of
receipt) or five (3) business days afier, mailed by United States mail, postage or charges pre-paid
and addressed to the very PARTY to whom the notice is given at the addresses shown below.
Any required verbal notices or communications may be made to PARTIES at the respective
telephone numbers shown below:

ORION:

Orion Exploration Pariners, LLC
4870 South Lewis, Ste 240

Tulsa, OK 74105

Attn: Steve Miller

Phone: (918) 492-0254, Ext. 103
Fax: (918) 492-0263, Fax

Email: steve@orionexploration.com

EPC:

Evolution Petroleum OK, Inc.

2500 CityWest Blvd., Suite 1300
Houston, Texas 77042

Attn: Robert 8, Herlin

Phone: {(713) 935-0122

Fax: (713) 935-0199

Email: bherlinigevolutionpetroleum, com

AVIILMISCELLANEOUS

() No change, modification or alteration of this Agreement shall be valid
unless approved in wriling by the PARTIES. All communications required by this Agreement
shall be in writing using the addresses shown above.

() This Agreement has been negotiated by the PARTIES and represents their
voluntary agreement. No presumption of interpretation shall be imposed against the PARTY or
PARTIES who constructed this document.

(e) If any claim or controversy arises oul of, or relates 1o, this Agreement, the

PARTIES shall make a good Faith attempt to resolve the matter through their senior management
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representatives, and said personnel of cach PARTY shall meet in person and make a good faith
attempt to resolve or settle the matter. EACH PARTY HERETO HEREBY IRREVOCABLY
WAIVES ANY AND ALL RIGHTS IT MAY HAVE TO DEMAND ANY WAY RELATED
TOTHIS AGREEMENT OR THE RELATIONSHIPS OF THE PARTIES HERETO BE TRIED
BY JURY. THIS WAIVER EXTENDS TO ANY AND ALL RIGHTS TO DEMAND A TRIAL
BY JURY ARISING FROM ANY SOURCE INCLUDING, BUT NOT LIMITED TO, THE
CONSTITUTION OF THE UNITED STATES OR ANY STATE THEREIN, COMMON LAW
OR ANY APPLICABLE STATUTE OR REGULATIONS. EACH PARTY HERETO
ACKNOWLEDGES THAT IT 1S KNOWINGLY AND VOLUNTARILY WAIVING ITS
RIGHT TO DEMAND TRIAL BY JURY.

(d) Each PARTY hereby elects to be excluded from the application of all of
the provisions of Subchapter K", Chapter 1, Subtitle "A" of the Internal Revenue Code of 1986
{("Code"), as permitted and authorized by Section 761 of the Code and the Regulations
promulgated thereunder. ORION (or any successor operator) is authorized and directed 1o
execute on behalf of each PARTY such evidence of this election as may be required by the
Secretary of the Treasury of the United States or the Federal Internal Revenue Service, including
specifically, but not by way of limitation, all of the returns, statements and the data required by
Treasury Regulation §1.761-2. Each PARTY agrees to execute and fumish such other evidence
as may be necessary to evidence this election.

{e) The PARTIES affirm, attest, and agree that the rights and liabilities of the
PARTIES shall always be individual and several, not joint or collective, and that each PARTY
shall be acting independently of the other. No fiduciary relationship, constructive trust,
partnership, species of partnership, joint venture or mining partnership is intended or meant by
this Agreement, and no act by any PARTY shall operate to create such relationship for any
purpase whatsoever.

(N If any part of this Agreement is held to be unenforceable, the remaining
provisions of this Agreement will remain in full force and effect. and the part of this Agreement
held unenforceable shall be modified so that it is as similar in terms as the unenforceable part
while still being unenforceable,

(g}  This Agreement and the Exhibits hereto constitutes the entire
understanding of the PARTIES with respect to the subject matter hereof. It replaces all prior
written and oral communications, understandings or agreements with respect to the subject
matter hereof. No waiver will be effective unless given in writing and signed on behalf of the
PARTY making such waiver.

(h)  This Agreement may not be assigned in whole or in part by a PARTY (a
"Transfer™) prior to the drilling and completion {or plugging and abandonment) of all of the
Commitment Wells; provided. however, this Agreement may be assigned by a PARTY 1o any
morgagee or secured party of the assigning PARTY or to any purchaser at a judicial or non-
judicial foreclosure or by conveyvance in lieu of foreclosure, pursuant to any mortgage or security
agreement granting a lien or security interest. Thereafier, this Agreement may not be Transferred
by a PARTY without the express written consent of the other PARTY, such consent not to be
unreasonably withheld; provided, however, this Agreement may be assigned by a
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PARTY to any mortgagee or secured party of the assigning PARTY or to any purchaser at a
judicial or non-judicial foreclosure or by convevance in liew of foreclosure, pursuant to any
morigage or security agreement granting a lien or security interest. No PARTY shall assign or
otherwise transfer its interest in this Agreement unless the assignee or transferee assumes all of
the obligations hereunder of the PARTY making such assignment or transfer that are applicable
1o the interests assigned. If any Transfer relates to all of the lands comprising the AMI but an
undivided interest in less than all of a PARTY's interest in such lands covered by this
Agreement, then the rights of the transferor and the transferee to acquire an interest within the
AMI from another PARTY herein shall be allocated between them in accordance with the
relative interest transferred and the relative interest retained by a PARTY hereto, and each of the
transferor and transferce may separately exercise the elections provided herein as to their
respective undivided interests. If any Transfer of a PARTY"s interest in the properties covered by
this Agreement relates to less than all of the lands comprising the AMI, then the transferee's
rights to acquire interests within the AMI shall be limited to the lands in which the transferee has
acquired its interests, and if the transferee has acquired only an undivided interest in less than all
of the transferor’s interest, then the proportionate allocation provisions of the preceding sentence
shall apply to the lands to which the Transfer relates. The transferor shall retain rights to acquire
interests within the AMI as to lands not involved in the Transfer or in which the transferor
retained an undivided interest. In the event of a Transfer of all or pant of a PARTY"s interest in
all the lands subject to the AMI or as to any portion of the AMI, the transferce shall have the
same obligations as those of its transferor to offer to each other PARTY hereto any inmeresis
within the AMI subsequently acquired by such transferee.

(i) In the event of a conflict between this Agreement and the Operating
Agreement attached hereto as Exhibit "I)", the provisions of this Agreement shall prevail.

(1) Time shall be of the essence of this Agreement in all of its parts. This
Agreement shall be binding on the PARTIES, their heirs, executors, administrators, personal
representatives, trustees, successors and permitted assigns.

(k) This Agreement shall remain i force and effect for a peried of time
ending on June 1, 2013, Notwithstanding the foregoing, the provisions of (i) Section II{b) shall
survive the termination of this Agreement until the end of the AMI Term, insofar, and only
mmsofar, as to each Governmental Section in which EPC and ORION jointly own Initial Interests,
Drilling Rights and/or AMI Interests acquired under this Agreement; (ii) Section X shall survive
the termination of this Agreement as provided in Section X, (iii) Section X111 shall survive the
termination of this Agreement indefinitely; (iv) Section XV shall survive the termination of this
Agreement as piovided in Section XV (v) Sections XV through XVIII{g) and Sections )} Vill(i)
through XIX shall survive the termination of this Agreement indefinitely; and (vi) Section
XVILI(h) shall survive until the end of the AMI Term.

(1) This Agreement may be executed in muliiple counterparts, and the
counterpart signature page for each PARTY may be transmitted to the other PARTY by facsimile
or electronic transmission, each of which shall be considered to be the original signature of such
PARTY.
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XIX. ADDITIONAL DEFINITIONS: INTERPRETATION
(a)  Definitions.

"AFE™ or "AFEs" refers to one or more Authorizations for Expenditure applicable 1o a
producing well or saltwater disposal well proposed by a PARTY hereunder. each of which AFE
shall specifically include subtotals for (i) Drilling and Completion Costs and (ii) Fracing Costs.

"Affiliate™ shall mean. with respect to any person {which shall include any individual,
parinership. company, joint venture, corporation, limited liability company, trust, trusiee,
receiver, or other entity or any unincorporated association or organization), any person directly
or indirectly Controlling, Controlled by or under commeon Control with such person: provided,
however, for purposes of this Agreement neither 8W Capital Pariners Inc. nor any person
Controlled by W Capital Partners Inc. shall be considered an " Affiliate” of ORION.

TAMI Term™ shall mean (1) for all lands within the AMI, the term of this Agreement,
plus {11) for the Imtial Interests and all Drlling Rights and'or AMI Interests jomntly acquired by
the PARTIES during the term of this Agreement, until June 1, 2014 {("AMI Extension™);
provided, however, that, during the AMI Extension, the geographic area applicable to the rights
and obligations of the PARTIES shall be limited, for purposes of Section Il above, to each
Govemmental Section in which the jointly owned Initial Interests, Drilling Rights and/or AMI
Interests are located and the AMI shall terminate at the end of the term of this Agreement as to
all other lands not included within such Governmental Sections.

"Business Day" shall mean any calendar day on which banks located in Tulsa,
Oklahoma, are open to conduct business.

"ecommence”, "commenced”, and "commencement” shall, when referring to well
operations, mean a drilling rig that is capable of achieving the proposed target depth for each
such well operation is on location or, in the case of fracing operations, frac trucks capable of
performing the proposed frac job are on location.

"Control”, "Controlling”, "Controlled by", and "under common Control with”
shall mean the possession directly or indirectly of the authority to direct or cause the direction of
the management, policies or operational activities of a person, whether through ownership of
voling securities or other right to vote, by contract or otherwise.

"Drilling and Completion Costs™ shall mean all anticipated capital costs to be incurred,
Through the Tanks, in the drilling, deepening, sidetracking, plugging back. testing, completing,
recompleting and equipping of a Commitment Well, Carry Well and/or any other Subsequent
Well, as such costs appear on the applicable AFE.

" Drilling Rights" shall mean any oil and gas leases. overriding rovalty interests, mineral
interests, farmins, farmouts, option farmins, working interests, back-in working interests, carried
interests, reversionary leaschold interests, force pooled interests and/or any other contractual,
economic or statuiory right in and to vil, gas and/or other hydrocarbons.
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"Drilling Unit" shall mean a drilling and spacing unit as established by the Oklahoma
Corporation Commission, often (but not always) being a Governmental Section.

"Force Majeure™ shall mean an act of God, strike, lockout, or other industrial
disturbance, act of a public enemy, war, blockade, public riot, lightening, fire, storm, flood or
other act of nature, explosion, governmental action, governmental delay, restraint or inaction,
unavailability of equipment through no fauli of the PARTY claiming Force Majeure, and any
other cause, whether of the kind described above or otherwise, which is not reasonably within
the control of the PARTY claiming Force Majeure,

"Fracing Costs" shall mean all projected costs to be meurred in hydrauhe fracture
stimulation, i.e. “Tracing," conducted in the wellbore of any Commitment Well, Carry Well
and/or anv other Subsequent Well (inclusive of all anticipated fracing stages), as the same appear
on the applicable AFE.

"Governmental Section™ shall mean a "section” as such term is used in connection with
the land surveys conducted by the UL 8. Governmental Land Office n the State of Oklahoma,
often (but not always) being a mile block of land containing approximately 640 acres.

"Mississippian Formation™ shall mean the Mississippi Chat and/or Mississippi Lime
formations underlying any existing or proposed Drilling Unit.

"Proprietary Information” shall mean any and all information, data, trade secrets,
know-how, inventions, technology, computer programs, works of authorship, methods,
processes, intellectual property, techniques, marketing sirategies, development plans, forecasts
and ideas, which are made available to a PARTY or discovered or learned by a PARTY from the
other PARTY during the course of and pursuant to this Agreement. Proprietary Information shall
include the materials and objects which embody the Proprietary Information or from which the
Proprietary Information can be directly or indirectly read, transferred or utilized but shall not
include information that: (i) is or becomes generally available to the public; (i) was, at the time,
approved for release by written authorization of the PARTY that claims the Proprietary
Information; (1) was, at the time, disclosed without notification of the confidential and
proprietary nature of the information, (iv) was, at the time of disclosure to a PARTY . already in
such PARTY's possession, (V) is required to be disclosed pursuant to a legal proceeding or other
rule of law: or (vi) is required to be disclosed by any applicable federal or state securities law or
regulations,

"Seismic Costs™ shall mean all expenses incurred in the gathering and acquisition of the
Seismic Data, seismographic processing and/or reprocessing, data review and interpretation, data
duplication, access agreements to authorize seismic activity and damage payments.

"Seismic Data™ shall mean all data generated by exploration or testing for oil, gas or
other minerals by seismograph or other geophysical and geological methods, together with all
seismic and other geophysical data files, interpretations and support data.

"term of this Agreement™ shall mean from and after the date hereof until June 1, 2013,
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"Through the Tanks" shall mean all operations necessary to drill and complete an oil,
gas or other hydrocarbon well and install related equipment reasonably necessary for the well to
be capable of producing and delivering oil to tanks (in the case of oil) or gas to the custody gas
meter (in the case of gas). as applicable, including tanks and the installation of surface equipment
located on-lease upstream of the tanks and upstream of the custody gas meter considered o be on-
lease equipment such as heater-treaters. separation. flow lines, lead lines and the like. and
including on-lease amine treaters and on-lease dehvdration and compression, if any.

"Well Costs™ shall mean all costs chargeable under the applicable accounting
procedure attached to and made a part of the Operating Agreement incurred {a) Through the
Tanks in drilling, deepening, sidetracking, plugging back, testing, completing, recompleting
and equipping an oil. gas or other hyvdrocarbon well. or for the plugging and abandonment of
the same in the event a well is completed as a dry hole (whether or not a completion attempt is
made). or (b) through completion in drilling. completing and equipping a saltwater disposal
well. "Well Costs" specifically include Drilling and Completion Costs, Fracing Costs and (i)
all costs incurred in connection with operations in preparation for drilling, (ii) all costs
incurred for the settlement of claims for surface damage incurred in connection with the
drilling, completion of a well Through the Tanks or the plugging and abandonment of a well;
(iii) costs of restoring the well site in accordance with applicable governmental and/or lease
requirements following completion of drilling and completion operations: and (iv) tiile
examination expense and title curative costs incurred in connection with drilling of a well. In
no event shall "Well Costs” include any costs incurred in marketing or making the o1l and gas
marketable or incident to marketing oil and gas (excepting only those on-lease activities and +
costs included in the definition of "Through the Tanks").

(b) Interpretation. All references in this Agreement to articles, sections,
subsections and other subdivisions refer to corresponding articles, sections, subsections and
other subdivisions of this Agreement unless expressly provided otherwise. Titles appearing at
the beginning of any of such subdivisions are for convenience only and shall not constitute part
of such subdivisions and shall be disregarded in construing the language contained in such
subdivisions. The words "this Agreement,” "this instrument.” "herein," "hereof.” "hercby.”
“hereunder” and words of similar import refer to this Agreement as a whole and not to any
particular subdivision unless expressly so limited. Words in the singular form shall be construed
to include the plural and vice wversa, unless the context otherwise requires. Pronouns in
masculine, feminine and neuter genders shall be construed to include any other gender. All
defined terms shall include any syntactical variants of such defined term. Examples shall not be
construed 1o limil, expressly or by implication, the matter they illustrate. Unless the context
otherwise requires or unless otherwise provided herein, the terms defined in this Agreement
which refer to a particular agreement, instrument or document also refer to and include all
renewals, extensions, modifications, amendments or restatements of such agreement, instrument
or document, provided that nothing contained in this subsection shall be construed 1o authorize
such renewal, extension, modification, amendment or restatement. The word "or" is not
intended to be exclusive and the word "includes” and its derivatives means “includes, but is not
limited 10" and corresponding derivative expressions.

[Remainder of page intentionally left blank. Signature pages follow.]
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ORION Exploration Partnars, LLC www.orionexploration.com

IN WITNESS WHEREOF, the PARTIES have executed this Participation and AMI
Agreement this 17th day of April, 2012,

ORION EXPLORATION PARTNERS, LLC

BY:

Steve Miller, President

EVOLUTION PETROLEUM OK, INC.

BY:

Daryl Mazzanh
Vice President/Operations

Signature Page to Participation and AMI Agreement



ORION Exploration Partners, LLC www. orienexploration.com

EXHIBIT "A"

Attached To that certain Participation and AMI Agreement, by and between Orion
Exploration Partners, LLC and Evolution Petroleum OK, Ine. dated April 17, 2012

ARFA OF MUTUAL INTEREST

See attached,

Exhibit "B"



ORION Exploration Partners, LL.C www.orionesplorat on.com

EXHIBIT "B"

Attached To that certain Participation and AMI Agreement, by and befween Orion
Exploration Partmers, LLC and Evolution Petroleum OK, Inc. dated April 17, 2012

INITIAL INTERESTS

See attached.

Extilat "B"



EXHIBIT "C"

Attached To that certain Participation and AMI Agreement, by and between Orion
Exploration Partners, LLC and Evolution Petrolenm OK, Ine. dated April 17, 2012



ORION Exploration Partners, LLC www.orion com

EXHIEIT "D"

Attached To that certain Participation and AMI Agreement, by and between Orion
Exploration Partners, LLC and Evolution Petroleum OK, Inc. dated April 17, 2012

1989 JOINT OPERATING AGREEMENT

See attached.

Exhibit "D"



ORION Exploration Partners, LLC wenw. orionexploration. com

EXHIBIT "E-1"

Attached To that certain Participation and AMI Agreement, by and between Orion
Exploration Partners, LLC and Eveolution Petroleum OK, Inc. dated April 17, 2012

See attached.

Exhibit "E-1"



ORION Exploration Parmers, LLC wyww orlonexploration, com

EXHIBIT "E-2"

Attached To that certain Participation and AMI Agreement, by and between Orion
Exploration Partners, LL.C and Evolution Petroleum OK, Inc. dated April 17, 2012

See attached.

Exhibit "E-2"



EXHIBIT "E-3"

Attached To that certain Participation and ANII Agreement, by and between Orion
Exploration Partners, LLC and Evolution Petroleum OK, Ine. dated April 17, 2012

See attached.

Exhibit "E-3"



EXHIBIT "E"

To that Lease Acquisition Agreement between Orion Exploration Partners, LLC and
Evolution Petroleum OK, Inc. dated April 17, 2012.

FORM OF FIRPTA CERTIFICATE

See attached.



EXHIBIT E
to Lease Acquisition Agreement

FIRPTA AFFIDAVIT
CERTIFICATE OF NON-FOREIGN STATUS

IN COMPLIANCE WITH § 1445 OF THE
INTERNAL REVENUE CODE

ORION EXPLORATION PARTNERS, LLC

Pursuant to § 1445 of the Internal Revenue Code of 1986, as amended (the "Code"™), an
individual. corporation, partnership. trust or estate must withhold tax with respeet to certain
transfers of property if the seller is a "foreign person.” as defined in the Code. For ULS. tax
purposes (including § 1445), the owner of a disregarded entity (which has legal title to a U8,
real property interest under local law) will be the transferor of the property and not the
disregarded entity. To inform Evolution Petroleum OK. Inc., a Nevada corporation ("Buyer"),
that no withholding is required under § 1445 with respect to the disposition of a U8, real
property interest by Orion Exploration Partners, LLC, an Oklahoma limited liability company
("Seller™), the undersigned hereby certifies the following:

1. Seller is not a foreign corporation, foreign partnership, foreign. trust or foreign
estate (as those terms are defined in the Code and Income Tax Regulations);

2. Seller is not a disregarded entity as defined in Treasury Regulation § 1.1445-
2(bY 2)(iii):

3. Seller's Federal Identification number is 45-1772389; and
4. Seller's principal business address is:

4870 8. Lewis Ave., Suite 240
Tulsa, Oklahoma 74105-5153

Seller understands that this certificate may be disclosed to the Internal Revenue Service and that
any false statement contained herein could be punished by fine, imprisonment, or both.

Under penalties of perjury 1, the undersigned, declare that [ have examined this certification and
1o the best of my knowledge and belief it is true, correct and complete, and I further declare that 1
have authority to sign this document on behalf of Seller on this day of Apnl, 2012.

ORION EXPLORATION PARTNERS, LLC,
an Oklahoma limited liability company

By:
Steve Miller
President



SCHEDULE 7(G)

To that Lease Acquisition Agreement between Orion Exploration Partners, LLC
and Evolution OK, Inc. dated April 17, 2012.

CONTRACTS

1. Leasehold Exchange Agreement dated April 12, 2012, by and between
Vitruvian Exploration, LLC, Spyglass Energy Group, LLC and Orion Exploration
Partners, LLC.

2. Agreement for Geophysical Services dated March 16, 2012 between Orion
Exploration Partners, LLC and Breckenridge Exploration Company, Inc.

3. Lease Exchange and Mon-Compete Agreement dated effective August 10, 2011
by and between Orion Exploration Partners, LLC and Range Resources-
Midcontinent, LLC.

4. Surface Use Agreement dated Movember 28, 2011 between Stephen J. and
Tanya L. Hercyk, grantors, and Orion Exploration Partners, LLC, grantee.

5. Surface Damage, Water Usage, Pipeline and Release Agreement dated October 10,
2011, by and between Camille Kay Sneath and Orion Exploration Partners, LLC.

6. Leasehold Purchase and Sale Agreement dated April 26, 2011 by and
between WCT Resources LLC and Orion Exploration, LLC.



SCHEDULE 7(G)

To that Lease Acquisition Agreement between Orion Exploration Partners, LLC and
Evolution Petroleum OK, Inc. dated April 17, 2012.

OTHER OIL AND GAS INTERESTS
WITHIN THE COWBOY PROSPECT

See attached.



SCHEDULE 7(G)

o Lease Acquiption Agresment
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SCHEDULE 7(K)

To that Lease Acquisition Agreement between Orion Exploration Partners, LLC and
Evolution Petroleum OK, Inc. dated April 17, 2012.

RESTRICTIONS ON DATA

None



ORION Exploration Partners, LL.C www.orlonexploration.com

FINAL

PARTICIPATION AND AMI AGREEMENT
COWBOY PROSPECT

This Participation and AMI Agreement (the "Agreement™) is by and between Orion
Exploration Partners, LLC, an Oklahoma limited lability company ("ORION"), and
Evolution Petroleum OK, Inc, a Texas corporation ("EPC"™). EPC and ORION and/or their
respective permitted assignees (each individually a "PARTY™ and collectively the "PARTIES™)
desire to set forth the terms and condifions of their agreement concerming each PARTY's
participation in ORION's Cowboy Prospect encompassing the lands described in Exhibit "A"
attached herato, all of said lands being located in Kay County, Oklahoma (the " Project™).

A Contemporaneously with the execution of this Agreement, ORION and EPC have
consummated a purchase and sale transaction under a Lease Acquisiion Agreement dated April
17,2012 ("Purchase Agreement™), pursuant to which EPC has acquired an undivided interest in
the oil, gas and'or mineral leases, interests acquired under forced pooling orders or farmin
agreements and other related interests owned by ORION and described on Exhibit "B" attached
hereto (the "Initial Interests™) equal to EPC's Proportionate Share (as defined below) of
ORION' s inferest in and to the Initial Interests:

E. Each of the Initial Interests is located within the Project.

C. Subject to the other terms of this Agreement, each PARTY has agreed to
parficipate with an undivided interest in the Project as set forth opposite its name in the table set
forth below (each such PARTY's interest set forth in such table is herein referred to as such
PARTY's "Proportionate Share"):

PARTY Proportionate Share
EPC 45%
ORION 55%

Total: | (s

D, It is the PARTIES' intent that ORION will acquire additional Drilling Rights (as
defined below) within the Project and that each PARTY will, or will have the opportunity to,
acquire its Proportionate Share of any new Dnlling Rights acquired in accordance with the terms
and conditions of this Agreement and to participate in the exploration and development of the
Project.

E. Captalized terms not defined above or in the body of this Agreement shall have
the meanings given to them in Section X1X(a) below.
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NOW, THEREFORE, for and in consideration of the sum of Ten and No/100 Dollars
($10.00% in hand paid, and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, and for the mutual promises, covenants, terms, conditions and
provisions contained in this Agreement, the PARTIES hereby agree as follows:

L QUARTERLY MEETINGS

Onee every three (3) months during the term of this Agreement, the PARTIES shall meet
at a mutually agreed time in ORION offices to conduct a review of the activities under this
Agreement and ORION's plans and budgets for activities under this Agreement for the following
twelve (12) months, including proposed leasing activities, technical updates, and drilling,
workover and other well operation schedules. As a forty-five percent (45%) owner of the Initial
Interests and a development co-tenant in the Project (subject to provisions of this Agreement),
ORION agrees that EPC shall have meaningful input ai such meetings respeeting ORION's
proposed budgets, leasing activities and drilling schedules, To facilitate EPC’s ability to make
substantive contributions at quarterly meetings, ORION shall, in advance of such meetings.
deliver in writing to EPC a meeting agenda that sets forth (a) specific opportunities within the
lands covered by the Project (all lands within the Project, the "AMI") in which ORION will
recommend the immediate acquisition of Drilling Rights for future exploration and development
(with the anticipated Acquisition Cosls incident to acquiring such Drilling Rights, if available),
{b) drilling plans {whether producing wells or saltwater disposal wells) for the ensuing twelve
(12) months including, to the extent determined by ORION, proposed well locations, planned
lateral lengths and anticipated Well Costs (as defined herein), and (¢) technical topics and/or
budget issues 1o be discussed at the upcoming meeting.

IL. LEASE ACQUISITION

{a) ORION Acquired Leases.

(i) From the date hereof until September 30, 2012 (" Acquisition
Period™), ORION shall conduct. direct and control the acquisition of Drilling Rights in the AMI
on behalf of EPC and itself. During the Acquisition Period, ORION shall, subject to the partial
reimbursement obligations of EPC set forth below, be responsible for payment of all third-party
costs associated with the acquisition of Drilling Rights within the AML such as, but not limited
to, mineral takeoffs, oil and gas lease ownership reports and legal expenses directly and
reasonably incurred in acquiring the Drilling Rights (but specifically excluding acquisition,
drilling or division order title opinions), oil and gas lease bonuses, delay rentals, all third-party
expenses andior fees associated with farming-in Drilling Rights, purchasing mineral interests
and/or rovalties, broker's fees, prepaid rentals and/or any other third party expense incurred and
paid by ORION in acquiring the Drilling Rights (hereinafier referred to as " Acquisition Costs™).
For the avoidance of doubl, Acquisition Costs shall mclude no overhead, general and
administrative or other internal expenses of ORION associated with the acquisition of Drilling
Rights; ORION acknowledging that its use of company emplovees or other resources are being
fully compensated for by EPC through its pavment of the AMI Management Fee,

(i1} During the Acquisition Period, ORION shall acquire Drilling
Rights in the AMI on behalf of EPC and itself; provided, however, ORION shall not expend on
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behalf of EPC and itself more than $100,000 per month for the combined interests of ORION and
EPC ("Muonthly Cap™) for Drilling Rights within the AMI withowt the prior written approval of
EPC. If such expenditure threshold is exceeded and EPC does not give its prior wrilten approval,
such Drilling Rights acquired by ORION that are attributable to Acquisition Cosis in excess of
the Monthly Cap (" Excess Drilling Rights") shall be treated as AMI Interests subject to Section
Il{b} below, At the end of each calendar month, ORION shall deliver written notice to EPC
notifying it of {A) the Drilling Rights acquired within the AMI in the previous month, including
the material terms and conditions of each Dnlling Right, and (B) the Governmental Section
within which each Drilling Right is located, in addition to the information required pursuant to
Section [l{¢) below. EPC shall be obligated 1o pav for its Proportionate Share of such Drilling
Rights (including any Drilling Rights acquired before the date hercol but not ncluded in the
Initial Interests) on an actual cost basis (i.e. actual Acquisition Costs) plus a one percent (1%)
AMI Management Fee (the "AMI Management Fee™); provided, however, that the AMI
Management Fee shall not be applicable or due from EPC for any Drilling Rights comprised of
interests acquired by or on behall of ORION through forced pooling proceedings brought before
the Oklahoma Corporation Commission ("OCC").

(iil)  ORION will send a joint interest billing ("JIB™) to EPC for iis
share of Acquisition Costs (determined in accordance with the above) ncurred for Dnlling Rights
acquired the previous month within the AMI plus the AMI Management Fee, on or before the
10" day of each month. The JIB shall itemize Acquisition Costs on a Governmental Section-by-
Governmental Section basis. EPC shall pay all JIBs within twenty (20) days from receipt thereof
or the last day of the month, whichever is later. If EPC fails to pay a JIB when due, and such
failure to pay is not remedied within ten (10) days following receipt by EPC of ORION's written
notice of such failure to pay, EPC shall be in breach of this Agreement and, in addition to all
other remedies available to ORION, at law or equity, EPC shall have no (A) right, title or interest
in and to the applicable Drilling Rights subject to such non-payment and (B) rights to participate
in the drilling of any wells proposed by ORION within the Governmental Section(s) subject to
such non-payment for so long as such invoiced amounts remain outstanding. Notwithstanding the
foregoing, EPC shall have no obligation to pay any items disputed in good faith set forth on a JIB
until such dispute has been resolved in accordance with this Agreement or the applicable
Operating Agreement: the intent being that, pending resolution of any amount disputed in good
faith, EPC shall not be penalized under this Section [I{a(iii) in connection with such disputed
amounts; provided, however, that, pending resolution of any such dispute, EPC shall pay (X) all
undisputed amounts when due under this Section 1{a)(iii), and (Y) in connection with any wells
or operations in which EPC elects to participate under this Agreement or the applicable Operating
Agreement, EPC shall pay when due its Proportionate Share (proportionately reduced, if
applicable, to its working interest in the applicable Drilling Unit) of any Drilling and Completion
Costs, Fracing Costs, or other Well Costs in accordance with the tenms and conditions of this
Agreement and the applicable Operating Agreement.

(iv)  ORION shall assign to EPC its Proportionate Share of the Drilling
Rights acquired pursuant to this Section II{a). In assigning Drilling Rights to EPC, ORION shall
use a form of Partial Assignment of Oil and Gas Leases ("Assignment") substantially identical
to the Partial Assignment of Oil and Gas Leases attached hereto as Exhibit "C". ORION will
execute and deliver to EPC each Assignment of Drilling Rights within five (5) days of receipt of
payment by EPC of its Proportionate Share of Acquisition Costs for such Drilling Rights plus the
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AMI Management Fee: provided, however, upon termination of this Agreement, ORION shall.
within five (5) Business Days of termination, prepare and deliver an Assignment to EPC of any
previously unassigned Drilling Rights owed to EPC. Notwithstanding anything in this Section
H{a}iv) to the contrary, ORION may withhold Assignments of Drilling Rights for so long as
EPC has not paid any outstanding invoices for any such Drilling Rights submitted by ORION, as
provided herein, Once an Assignment from ORION to EPC is required to be made hereunder,
regardless of when actually executed or delivered, the interest to be assigned shall be deemed
eamed as of the effective date of the conveyvance into ORION of such interest, and ORION shall
then be obligated to execute and deliver the Assignment as provided herein, and ORION shall
protect and defend the title to each eamed interest until the Assignment thereof is executed and
delivered to EPC.

(by  Other Drilling Right Acquisitions, AMI Interests,

(1) Nothing herein shall prohibit any PARTY from acquiring any
Drilling Rights or any interest in salt water disposal facilities: provided that if, during the AMI
Term (A) EPC should acquire any Drilling Rights or any interests in any salt water disposal
facilities within the AMI, or (B) ORION should acquire any Drilling Rights or any interests in
any salt water disposal facilities within the AMI afier the Acquisition Period, or any Excess
Drilling Rights during the Acquisition Period (in cach case, an " Acquiring Party™ and each such
acquired interest, an "AMI Interest™), the other PARTY shall have a first and prior night to
acquire its respective Proportionate Share of such AMI Interest on the terms and provisions
provided in this Section [I(b}.

(i) In the event an Acquiring Parly acquires or proposes 1o acquire an
AMI Interest, the Acquiring Party shall promptly give written notice thereof (an " Acquisition
Notice™) to the other PARTY (the "Notified Party™) and the Notified Party shall have thirty (30)
days after receipt of the Acquisition Notice within which to elect 1o participate as to ils
Proportionaie Share of such AMI Interest (and Failure to respond in writing within said time shall
be deemed an election not to so acquire). If a Notified Party elects or i1s deemed to have elected
not to paricipate as 1o its Proportionate Share in such AMI Interest. the non-participating
Notified Party shall have no right, title or inferest in or claim to such AMI Interest. In the event a
Notified Party elects to participate in the AMI Interest. then such AMI Interest shall become
subject to this Agreement; otherwise (i.e. if a Notified Party fails to timely elect, or affirmatively
elects not, to participate), the acquired AMI Interest shall be owned by the Acquiring Party and
shall not be subject 1o the terms and provisions of this Agreement.

(i)  If a Notified Party timely elects to acquire its share of any AMI
Interest, then such Notified Party (a "Participating Party") shall be deemed to have incurred an
irrevocable (A) obligation and agreement to pay its Proportionate Share of the actual cost and
expenses which are or become due and payable to acquire or eam the AMI Interesis (™" AMI
Interest Costs™), and {B) assumption of its share of all other obligations under any purchase and
sale agreements, farmouts or other agreements applicable to such jointly acquired AMI Interests.
In the event a Participating Party shall fail to timely pay any amounts due under clauses (A) or
(B) above (i.e., in the manner prescribed in Section [1{a)(iii) above including, for the avoidance of
doubt, the ten-day cure period provided for in Section L{a)iii}). the Acquiring Party may elect by
written notice to such defaulting party given at any tme after such failure to pay and prior to
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receipt of pavment to treat such defaulting party as a non-participating Notified Party under
clause (ii) of this Section [I{b). in which event such deemed non-participating Notified Party
shall have no right, title or interest in and to the applicable AMI Interest that may be acquired
or eamed.

{ivy  In the case of a farmout, notwithstanding Section TI(h)(iii(A)
above, no Participating Party shall be required to join in and pay for the completion of any well
once casing point has been reached (if there is a casing point election under the applicable
farmout or operaling agreement) or 1o join in and pay for the drilling of any well if under the
farmout the drilling of such well is optional rather than obligatory. If a farmout is acquired under
which the drilling of any well is optional and any Participating Party elects not to join in the
drilling of such well, then all Drilling Rights that may be camed (including rights to drill
subsequent wells and cam additional Drilling Rights) by the drilling of such well shall be
relingquished and all such rights shall be owned by the PARTY participating in the drilling of such
well. A PARTY which has participated in the drilling of a well under a farmowt but which elects
not to participate in a completion attempt shall not be entitled to participate and acquire any
interest in Drilling Rights eamed by the drilling of such well if the farmout requires a completion
attempt or a producing well to eam the Drilling Rights subject to the farmout, but the Drilling
Rights earned shall be owned solely by the PARTY completing the eaming well.

V) In assigning any AMI Interest to a Participating Parly, the
Acquiring Party shall use the form of the Assignment. The provisions of this Section IIibj shall
apply only to AMI Interests acquired by (A) EPC afier the date of this Agreement and during the
AMI Term. and (B) ORION after the end of the Acquisition Pertod and during the AMI Term or,
to the extent such AMI Inferests are Excess Drilling Rights, at any time after the date of this
Agreement and during the AMI Term.

(c) Information 1o be Provided, In the event a PARTY is required to offer the
other PARTY the right to participate in the acquisition of any Drilling Rights or AMI Interests
pursuant to this Section I, the PARTY offering such rights shall include in the offer notice to
the other PARTY copies of all relevant agreements, including any proposed purchase and sale
agreement or, if no such agreement exists, a term sheet showing the relevant acquisition terms
including a schedule of any leases to be acquired or earned, the Acquisition Costs, AMI Interest
Costs or. if a farmout, an AFE for the estimated actual costs of performing the operations
necessary to earn the interest under the farmout, copies of all title information pertaining to the
Drilling Rights or AMI Interests to be acquired that is available to the offering PARTY
{including the net acres available, applicable primary terms and applicable lessor's rovalties), a
copy of any Phase | environmental site assessment obtained and, if the acquisition is a saltwater
disposal well, the capacity and condition of the well (including, if in such offering PARTY s
actual possession or reasonably accessible to the offering PARTY free of cost, evidence that
such well has passed, or is able to pass, mechanical integrity tests). In addition to the foregoing,
the offering PARTY shall deliver to the other PARTY copies of such additional agreements,
data, schedules, and other information in the offering PARTY's possession as the other PARTY
may reasonably request in order to evaluate whether to participate in the acquisition of the
Drilling Rights or AMI Interests, In the case of a saltwaier disposal facility, it the Acquiring
Party has not conducted or obtained a Phase [ environmental site assessment, a Notified Party
shall have the right to conduct its own Phase [ environmental site assessment with respect to the
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facility to be acquired in which event the Notified Party shall have sixty (60) days after receipt
of the Acquisition Notice to elect to acquire its Proportionate Share in the saltwater disposal
facilities.

(d) Affiliate Acquisitions, The provisions of this Section Il shall apply to
Drilling Rights and AMI Interests acquired not only by the PARTIES, but also to Drilling Rights
and AMI Imterests so acquired by any Afliliate of a PARTY or a representative or agent of either
of them. Each PARTY covenants and agrees with the other PARTY that it will cause cach of its
Affiliates, representatives and agents to comply with the provisions of this Section II in the same
manner and with the same effect as if such Affiliate, representative or agent was a PARTY,
Further, each PARTY agrees to indemnify and hold harmless the other PARTY from any and all
losses and damages for failure to fully comply with the foregoing covenant and agreement
respecting such PARTYs Affiliates, representatives or agenis,

1L TITLE REPRESENTATIONS AND VERIFICATION OF DRILLING RIGHTS

The representations of title made by any PARTY herein, as well as all Assignments
required herein to be made, or caused 1o be made, by a PARTY, are made without warranty of
title except by, through or under the PARTY (which for the avoidance of doubt, will include any
parties acquiring Drilling Rights or AMI Interests on behalf of a PARTY), but not otherwise.
Except for the special warranty of title set forth in the Assignment, no PARTY makes any other
warranty of title regarding Drilling Rights or AMI Interests acquired hereunder.

Iv. COMMITMENT WELLS

(a) Designation of Commitment Wells. As used herein, the " Commitment
Wells™ shall be (i) the first three (3) wells drilled under this Agreement, plus (ii) subject to
Section IV(b) below, a single, substitute well ("Substitute Well™), if’ any, for the first well which
fails to meet the "Qualifying Criteria” as defined below for a saltwater disposal well or horizontal
producing well. The PARTIES contemplate that the first three (3) Commitment Wells shall be as
follows, each of which being more particularly described on Exhibits "E-1", "E-2" and "E-3",
inclusive of the applicable AFEs:

Well N
Well Well Tvpe Location; Objective Qualifving Criteria
No. Formation

Herevk SWD #1-31, located Must be drilled and

1 Saltwater disposal 150° finl, 150" fwl, Section completed to the
well 31-27N-2E. Kay County. Arbuckle
Oklahoma;, Objective Formation:
Arbuckle
2 Horizontal, producing Sneath #1-24H with a Well must be drilled to
surface location 175 fsl, at least a 1.500'

00 fel, Section 24-27TN-1E; horizontal
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with a proposed bottom hole
location 150" fal, 1,900 fel,
Section 24-2TN-1E, Kay
County. Oklahoma:
Objective Formation:
Mississippian Formation

displacement in the
Mississippian
Formation {in
accordance with the
applicable AFE)

3 Horizontal, producing Hendrickson Trust #1-1H, Well must be drilled to
with a surface location 150/ al least a 1,500
fnl, 660° fel, Section 1-26N- horizontal
1E: with a proposed bottom displacement in the
hole location 1350 fs1, 660 Mississippian
fel, Section 1-26N-1E, Kay Formation (in
County, Oklahoma; accordance with the
Objective Formation: applicable AFE)

Mississippian Formation

The PARTIES agree that the Hercvk SWID #1-31 well will be the first well drilled under
this Agreement. For the avoidance of doubt, EPC is committing under this Section IV to
participate in a maximum of one (1) Substitute Well.

(b} Commitment to Participate. FEach PARTY hereby irrevocably commits to
participate and prepay for its Proportionate Share (proportionately reduced, if applicable, to its
working interest in a Drilling Unit) of the cost to drill and complete (or plug and abandon) the
Commitment Wells together with a one percent (1%) Management Fee, all as more fully set
forth below. The anticipated spud date for the first of the Commitment Wells is May 13, 2012,
with the third of the Commitment Wells to be spud no later than September 1, 2012; provided.
however, ORION shall. subject to any delay due to Force Majeure, use commercially reasonable
efforts 1o spud the third Commitment Well no later than August 1, 2012, Each Commitment
Well shall be drilled and completed (or plugged and abandoned) in accordance with the terms
and conditions of this Agreement, and, to the extent not inconsistent with this Agreement, the
Operating Agreement. EPC shall have no right to go non-consent in or, prior to ORION's
drilling and, if applicable, completion of the applicable Commitment Well, to propose an
alternative operation to any Commitment Well. If, during the drilling of a Commitment Well, the
same is abandoned prior to such Commitment Well meeting the Qualifying Criteria for such
well due to (A) mechanical difficulties, down hole obsiructions, the encountering of granite or
other practically impenetrable rock or substances, or (B) the encountering of conditions in the
hole which render further operations impractical, or (C) any other reason not within ORION's
control, the following shall apply:

(1) Il such abandoned well was the first Commitment Well that Gailed
to meet the Qualifying Criteria, such abandoned well shall not count as one of EPC's obligatory
Commitment Wells under this Agreement. the number of Commitment Wells required under this
Agreement shall not be reduced by the attempted drilling of such abandoned well and EPC shall
be obligated to participate in a Substitute Well for such abandoned well (which Substitute Well
shall count as one of EPC's obligatory Commitment Wells).

Page 8



(i) To the extent EPC funds its Proportionate Share (proportionately
reduced. if applicable, to its working interest in a Drilling Unit) and Carry Share of Well Costs,
whether for a completed Commitment Well, a failed (i.e.. plugged and abandoned)
Commitment Well, an abandoned well under this Section IV(b) or a Substitute Well proposed
by ORION pursuant to this Section IV. such well shall be treated as a Carry Well and such
expenditures shall apply, dollar for dollar, against the Carry Cap, in each case, for purposes of
Section V below,

{c) Pavment of Well Costs for Commitment Wells. ORION shall require
prepavment of Drilling and Completion Costs and Fracing Costs for each of the Commitment
Wells to be drilled pursuant to this Agreement, payable by EPC as follows:

(i) On the date hereof, ORION will deliver an invoice to EPC for
estimated Drilling and Completion Costs applicable to the first Commitment Well (Herevk SWD
#1-31) (based upon the AFE attached hereto as a part of Exhibit "E-1") and EPC shall pay its
Proportionate Share and Carry Share of such Drilling and Completion Costs contemporaneously
with the execution of this Agreement;

(i) With respect to the second Commitment Well (Sneath #1-2411),
{A) EPC shall pay on the date hereof its Proportionate Share (proportionately reduced, if
applicable, 1o its working interest in the applicable Drilling Unit) and Carry Share of ten percent
{10%) of the Drilling and Completion Cosls (based upon the applicable AFE attached hereto as a
part of Exhibit "E-2") for such second Commitment Well, and (B) ORION shall deliver to EPC
an invoice for the portion of the Dnlling and Completion Costs (based upon the applicable AFE)
not paid under clause (A) above no earlier than twenty (207 Business Days prior to the date the
drilling rig is scheduled to be moved onto the well location for the second Commitment Well and
EPC shall pay its Proportionate Share (proportionately reduced, it applicable, to its working
interest in the applicable Drilling Unit) and Carry Share of such Drilling and Completion Costs
within ten (10) Business Days of EPC's receipt from ORION of such invoice:;

(iii}  With respect to the third Commitment Well (Hendrickson Trust
#1-1H), (A) EPC shall payv on the date hereof its Proportionate Share (proportionately reduced,
if applicable, to its working interest in the applicable Drilling Unit) and Carry Share of fifteen
percent (15%) of the Drilling and Completion Costs (based upon the applicable AFE attached
hereto as a part of Exhibit "E-3") for such third Commitment Well, and (B) ORION shall
deliver to EPC an invoice for the portion of the Drilling and Completion Costs (based upon the
applicable AFE) not paid under clause {A) above no earlier than twenty (20) Business Days
prior to the date the drilling rig is scheduled to be moved onto the well location for the third
Commitment Well and EPC shall pay its Proportionate Share {proportionately reduced, if
apphicable, to its working interest in the applicable Dnlling Unit) and Carry Share of such
Drilling and Completion Costs within ten (10) Business Days of EPC's receipt from ORION of
such invoice:

(iv)  Should the Substitute Well prove necessary, ORION will deliver to
EPC an AFE for such Substitute Well, whercupon (A) EPC shall pay within fificen (13) days of its
receipl of such AFE its Proportionate Share (proportionately reduced, it applicable, 1o 1ts working
interest in the applicable Drilling Unit) and Carry Share of ten percent {10%a) of the

Page 9



Drilling and Completion Costs for such Substituie Well (based upon such AFE), and (B)
ORION shall thereafter deliver to EPC an invoice for the portion of the Drilling and
Completion Costs (based upon such AFE) not paid under clause (A) no earlier than twenty (20)
Business Days prior to the date the drilling rig is scheduled to be moved onto the well location
for the Substitute Well and EPC shall pay its Proportionate Share (proportionately reduced, if
applicable, to its working interest in the applicable Drilling Unit) and Carry Share of the
balance of such Drilling and Completion Costs within ten (10) Business Days of EPC's receipt
from ORION of such invoice;

(v)  ORION shall separately invoice EPC for Fracing Costs applicable
to each Commitment Well other than the Herevk SWD #1-31. ORION's invoice shall be tendered
to EPC no earlier than thirty (30) days prior to the date fracing operations are'scheduled to
commence and EPC shall then have ten (10) days after receipt of invoice within which to pay its
Proportionate Share (proportionately reduced, if applicable, to its working interest in the
applicable Drilling Unit) and Carry Share of the invoiced Fracing Costs; and

(vi)  Notwithstanding anvthing contained in this Section IV{c) to the
contrary, EPC's obligation to pay its Carry Share of invoiced Drilling and Completion Costs,
Fracing Costs and/or other Well Costs is expressly subject to the Carry Cap and EPC' rights
under Section Vib) below; the intent being that EPC shall fund only its Proportionate Share (and
not its Carry Share), proportionately reduced, if' applicable, to its working interest in the
applicable Drilling Unit, of Drilling and Completion Costs, Fracing Costs and/or other Well Costs
to the extent invoiced amounts exceed the Carry Cap or EPC exercises its right to satisfy its carry
obligations under this Agreement by paving ORION the balance of the Carry Cap pursuant to

Section V(b).

(d) Failure 1o Pay. If EPC fails to pay any invoice from ORION pursuant to
Section IV(¢) for the prepayment of costs with respect to a Commitment Well by the date such
prepayment is due, and such failure to pay is not cured within ten {10) Business Days of EPC's
receipt of a writien notice from ORION of such failure to pay, then EPC shall be considered in
breach of its obligations under this Agreement. In such event, at ORION' s option, in lieu of all
other remedies available to ORION, (i) EPC shall have no rights in the applicable Commitment
Well, (ii) all rights of EPC in this Agreement and in the Project shall terminate. and (iii) except as
hereinafter provided in this Section IV{d), all of EPC's night. title and interest in the Initial
Interests shall automatically be relinquished and re-vested in ORION and EPC shall reassign to
ORION all of its right, title and interest in the Initial Interests under this Agreement, free of all
lease burdens, overriding rovalties, payments out of production or any other encumbrances
created by, through or under EPC but not otherwise; provided, however, that EPC shall retain all
right, title and interest in {(A) any Commitment Well drilled for which EPC has timely and fully
paid all properly submitted invoices, and (B) the associated acreage assigned to EPC in the
applicable Governmental Section for any such timely and fully paid for Commitment Well.

V. CARRY WELLS
(a) Camried Interest. EPC agrees that the Commitment Wells and next ensuing

Subsequent Wells that are either saltwater disposal wells or wells targeting the Mississippian
Formation {as set forth in the applicable AFE) proposed and drilled under this Agreement while
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any balance remains under the Carry Cap (each a "Carry Well™), shall be subject to an absolute
obligation of EPC (subject, however, to Section XIII) to pay. on behalf of ORION, in addition to
EPC's Proportionate Share due hereunder (if applicable), the lesser of ("Carry Share™) (i) an
undivided 1/8 of the 8/8ths working interest, or (ii) such amount, if’ any, that would not reduce
ORION's proportionaie working interest or cost share 1o less than ten percent {10%) of 8/8ths, of
all Well Costs incwrred in connection with each Carry Well until the aggregate of all Well Costs
incurred by EPC and attributable to the Carry Share has equaled $%##* ("Carry Cap™). For the
avoidance of doubt, as an example of the application of the foregoing: (i) if the PARTIES own a
combined 100% of the working interests in a Drilling Unit, for each Carry Well EPC shall pay
(subject 1o the Carry Cap) 57.5% of all Well Costs and ORION shall pay (subject to the Carry
Cap) 42.3% of all Wells Costs, but each PARTY shall receive its Proportionate Share of the
revenues attributable to each such Carry Well; {i1) if the PARTIES own a combined 60% of the
working interests in a Drilling Unit, for each Carry Well EPC shall pay (subject to the Carry Cap)
39.5% of all Well Costs and ORION shall pav (subject to the Carry Cap) 20.5% of all Well Costs,
but ¢ach PARTY shall receive its Proportionate Share (proportionately reduced, if applicable, to
its working interest in the Drilling Unit) of the revenues attributable to each such Carry Well, and
(iii) if the PARTIES own a combined 30% of the working interests in a Drilling Unit, for each
Carry Well EPC shall pav (subject to the Carry Cap) 20% of all Well Costs and ORION shall pay
{subject to the Carry Cap) 10% of all Well Costs, but each PARTY shall receive its Proportionate
Share (proportionately reduced, if applicable, to its working interest in the Drilling Unit) of the
revenues aftributable to each such Carry Well,

(b Carry Well Limitations. ORION may nol propose more than one (1)
Carry Well targeting the Mississippian Formation per Govemnmental Section prior to April 1,
2013 without EPC's consent so long as any balance remains under the Carry Cap.

(c} Election by EPC to Prepay Carrv. Al any time prior to the election
required to be made under Section NIIL EPC has the sole right to elect to tender to ORION the
remaining balance owed on the Carry Cap in lieu of treating any ensuing well(s) as a Carry
Well(s). In such event. upon receipt by ORION of EPC's paymemnt of the remaining balance of
the Carry Cap, all ensuing wells shall be Subsequent Wells subject to the provisions of Section
VI below and shall not be Carry Wells.

(d) Successor Obligations. EPC's obligations with respect to each Carry Well
shall be a covenant running with the land and shall burden and bind all permitted assignees of

EPC under this Agreement and the properties subject hereto.
VI. SUBSEQUENT WELLS

(a) Well Proposals. After all of the Commitment Wells are drilled, completed
and, if applicable, producing, or abandoned without being completed, ORION will continue to
propose additional wells within the AMI (each a "Subsequent Well™) (i) with no more than one
producer and one salt water disposal well to be proposed at any one time, and (ii) during the term
of this Agreement, with no more than a total of fourteen (14) wells (which shall include the
Commitment Wells and other salt water disposal wells, as applicable) proposed within a twelve
{12) month period; provided that the limitations of clauses (i) and (ii) above may be waived by
the writien consent of the PARTIES. Should ORION fail 1o propose Subsequent Wells at a pace
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no fewer than three (3) wells per six (6) month period (beginning on the date hereof), EPC may
propose Subsequent Wells thereafier and shall further have the right to operate each such
Subsequent Well proposed by it pursuant to this sentence if ORION elects not to participate in
and operate such Subsequent Well, Notwithstanding anything in this Agreement to the contrary,
it ORION is unable, in whole or in parl, 1o meet the obligations under this Agreement for the
spudding (as applicable) and/or drilling of the Commitment Wells or any Subsequent Well due to
Force Majeure, the obligations shall be suspended during, but no longer than, the continuance of
the Force Majeure event. ORION shall remedy such Foree Majeure event with all reasonable
dispatch. All proposals for Subsequent Wells shall be in accordance with the terms of the
applicable Operating Agreement under Section X below: provided, however, that regardless of
whether a Subsequent Well is proposed by ORION or EPC, each PARTY shall have thirty (30)
dayvs from receipt of the proposal within which 1o make its election whether or not it will
participate in the drilling of the Subsequent Well, with failure 1o respond being deemed an
election to not participate, During the term of this Agreement, ORION shall not have more than
one drilling rig operating within the AMIL unless consented to in writing by EPC: provided,
however, notwithstanding the foregoing, ORION may have a second drilling rig operating within
the AMI for no more than forty-five (45) days each calendar year.

by Participation Elections in Carrv Wells.

(i) Notwithstanding the provisions of the applicable Operating
Agreement entered inlo or governing pursuant to Section X below, if a PARTY should elect not
to participate in an initial Subsequent Well drilled in a Drilling Unit that is also a Carry Well,
such Drilling Unit to be identified by Operator in its AFE for such Carry Well to be drilled in any
Drilling Unit, such PARTY shall forfeit all of its interest in the Drilling Unit; provided that such
Carry Well is commenced no later than ninety (90) days after expiration of the thirty (30) day
notice period. If the Carry Well is not commenced within such ninety (90) day period and if any
PARTY still desires to drill the Carry Well, written notice proposing the Carry Well must be
resubmitted to the PARTIES in accordance herewith as if no prior proposal had been made. Any
PARTY electing not to participate in a Carry Well in a Drilling Unit shall assign to the PARTY
who elected to participate all of such non-participating PARTY"s interest in the designated
Drilling Unit. free of all lease burdens, overriding rovalties, payments out of production or any
other encumbrances created by, through or under the non-participating PARTY but not otherwise,
within thirty (30) davs following the date the Carry Well 1s completed or plugged and abandoned.
subject to the provisions of the preceding two seniences.

(i) If a PARTY elects to participate in the drilling of an initial
Subsequent Well drilled in a Drilling Unit that is also a Carry Well, then that PARTY shall have
the elections provided for in the governing Operating Agreement on all further Subsequent Wells
within that Drilling Unit.

(€) Participation Elections in Subsequent Wells other than Carry Wells.

(1) Notwithstanding the provisions of the applicable Operating
Agreement entered into or governing pursuant to Section X below, if a PARTY should elect not
to participale in a Subsequent Well that 1s the mitial Subsequent Well (but not a Carry Well)
drilled in a Drilling Unit (a " Post-Carry Well™ ), such Drilling Unit to be identified by Operator
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in its AFE for the Post-Carry Well to be drilled in any Drilling Unit. such PARTY shall farmout
and assign to the participating PARTY, and the participating PARTY shall have the right to
receive, all of such non-participating PARTY" s interest in the objective formation within the
designated Drilling Unit and all rights in, 1o and within the wellbore (and any hyvdrocarbons
produced therefrom) as to the objective formation and any other formation from the surface of
the earth to the top of the objective formation: provided, however, that such farmout of a non-
participating PARTY"s interest in the designated Drilling Unit shall be (A) on the terms of the
election provided for in the applicable OCC pooling order for a leased party in the applicable
Drilling Unit, or (B) if no OCC pooling order applies to the applicable Drilling Unit, the non-
participating PARTY shall be entitled to retain an undivided five percent {5%) overriding
rovalty interest, proportionately reduced, in the Drilling Unit insofar, and only insofar, as to the
lands and formations farmed out under this Section VI{e): and. in either case, an appropriate
assignment, free of all lease burdens, overniding rovalties, payments out of production or any
other encumbrances (except for any overriding rovalty interest owed the non-participating
PARTY under this Section VI(c)) created by, through or under the non-participating PARTY but
not otherwise, shall be executed and delivered by the non-pariicipating PARTY to the
participating PARTY,

{11} Ifa PARTY elects to participate m the dnlling of a Post-Carry
Well in a Drilling Unit, then that PARTY shall have the elections provided for in the governing
Operating Agreement on all further Subsequent Wells within that Drilling Unit.

(d) Farmout Relinguishments. Notwithstanding any  provisions of the
Operating Agreement to the contrary, in no event shall a PARTY which becomes a non-
consenting party as to the drilling of any well which under a farmout is required to be drilled in
order 1o camn a leaschold assignment under such farmout be entitled to participate in or acquire
any leases earned if such leasehold assignment would not have been earned if such well were not
drilled.

(e) Third-Party Proposals. If' a third party propoeses the drilling of a well on
property within the AMI in which both ORION and EPC own a leaschold interest pursuant to this
Agreement, or on property pooled or unitized therewith, and the PARTIES are bound by an
operating agreement or other agreement to make an election to participate in the drilling of such
well or the proposal is govemed by a forced pooling order of the OCC, ORION (or a successor
operator) shall immediately give EPC written notice of such proposal or pooling order, together
with a copy of the well proposal or pooling order. Each PARTY shall give the other PARTY
wrilten notice of whether it will participate in the third-party proposal at least ten (10) days prior
to the date elections are due under the applicable OCC pooling order. operaling agreement or
other agreement under which the third party proposal is made.

(i) If both PARTIES elect to participate, then notice to that effect shall
be given by each PARTY to the third party.

(i) I both PARTIES elect not to participate, then notice 1o that effect

shall be given by each PARTY to the third party, and each such PARTY shall then be governed
by the penalty or non-consent provisions of the applicable pooling order, operating agreement or
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other agreement under which the third party proposal was made and not by the penalty provisions
of this Agreement or the Operating Agreement.

(i1} If either PARTY elects not to participate and the other PARTY elects
to participate, then, subject to and in accordance with Sections VI(b) and VI(c) above, such non-
participating PARTY shall farmout and/or assign, as applicable, to the participating PARTY. and
the participating PARTY shall have the right {A) to receive, the interests of the non-participating
PARTY in the proposed operation and any other rights or interests, if any, of the non-
participating PARTY in the applicable Drilling Unit for a Carry Well pursuant to Section VI{b} or
in the objective formation and wellbore of a Post-Carry Well pursuant to Section VIjc). as
applicable, and (B) to participate in the proposed operation with the interest of the non-
participating PARTY, by electing to do so within five (3) days, inclusive of Saturdayvs, Sundays
and legal holidays, after receipt of the election of the PARTY electing not to participate:
provided, however, that such farmowt and/or assignment of such non-participating PARTY"s
interest in (X) a Drilling Unit pursuant to Section VI(b) or the objective formation and wellbore
pursuant to Section VI{c) shall be on the terms and conditions set forth in Sections VI(b) and
Vi{c) above, as applicable, and (Y') the wellbore {and all hydrocarbons produced therefrom) of a
well subject to the operation proposed by such third party that is not governed by either Section
VI{b) or Section VI{c) shall be on the terms of the election provided for in the applicable OCC
pooling order for a leased party in the applicable Dnlling Unit, and an appropniate assignment,
free of all lease burdens, overriding rovalties, payvments out of production or any other
encumbrances (other than overriding rovalty interests, if any, to which the non-participating
PARTY s entitled under the applicable OCC order) created by, through or under the non-
participating PARTY but not otherwise, shall be promptly executed and delivered by the non-
participating PARTY to the participating PARTY so as to effectuate participation by the
participating PARTY with the interest of the non-participating PARTY. Additionally. the non-
participating PARTY agrees to execute such other documents and instruments reasonably
necessary to effectuate participation by the participating PARTY with the interest of the non-
participating PARTY, If the participating PARTY elects not to receive the interest of the non-
participating PARTY pursuant to this Section VI{¢). the non-participating PARTY shall tender to
the third party its notice of non-participation and the non-participating PARTY shall be subject to
and governed by the penalty or non-consent provisions of the applicable OCC pooling order,
operating agreement or other agreement under which the third party well proposal was made (and
not the penalty provisions of this Agreement or the Operating Agreement).

AFEs as Estimates. AFEs prepared by either PARTY and submitted to the
other PARTY, with respect to any well operation proposed under this Agreement or the
applicable Operating Agreement, are good faith estimates only of the costs to be incurred with
respect to the particular well operation and the cost categories identified on the AFE. An AFE
shall not serve to limit a PARTY" s obligation to pay its proporiionate share of Well Costs with
respect to any well operation in which such PARTY has elecied to participate or in which EPC is
obligated to participate.

VIL PREPAYMENT OF WELL COSTS FOR SUBSEQUENT WELLS

(a) Prepavment Terms, ORION shall require prepayment of estimated cosis
for any Subsequent Well drilled pursuant to this Agreement as follows:
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(1) With respect to any Subsequent Well proposal pursuant to
Section VI of this Agreement or the applicable Operating Agreement, (A) upon and
contemporaneously with EPC's election to participate in the drilling of such well, EPC shall pay
(1) its Proportionate Share (proportionately reduced, if applicable, to its working interest in the
applicable Drilling Unit), and (1) if applicable, its Carry Share, of ten percent {10%) of the
Drilling and Completion Costs (based upon the applicable AFE) for such well, and (B) ORION
shall deliver to EPC an invoice for the portion of the Drilling and Completion Costs (based upon
the applicable AFE) not paid under clause (A) above no earlier than twenty (20) Business Days
prior to the date the drilling rig is scheduled to be moved onto the well location for such well and
EPC shall pay its Proportionate Share (proportionately reduced, if applicable, to its working
interest in the applicable Drilling Unit) and, if applicable, its Carry Share of such Drilling and
Completion Costs within ten (107 Business Days of EPC's receipt from ORION of such invoice.

(ii) ORION shall submit to EPC, for each Subsequent Well, a separate
invoice for Fracing Costs (based vpon the applicable AFE and proportionately reduced. i
applicable, to EPC's working interest in the applicable Drilling Unit), such invoice to be tendered
to EPC no earlier than thirty (30) days prior to the date fracing operations are to commence with
respect 1o the applicable Subsequent Well. Upon receipt of such invoice, EPC shall have ten (10)
days following receipt of such invoice to pay ORION the invoiced amoun.

(i) Notwithstanding anyvthing contained in this Agreement or the
applicable Operating Agreement to the contrary, the PARTIES agree that ORION shall, at no
time during the term of this Agreement, have outstanding pursuant to the prepayments required
under Sections VII{a)i} and VII{a){ii) more than (I) two (2) invoices that are not vet due and
pavable for Drilling and Completion Cosis in connection with all active AFEs, and (11} three (3)
invoices that are not yet due and payable for Fracing Costs in connection with all active AFEs.

(b) Failure 1o Pav. If EPC fails to pay any invoice from ORION pursuant 1o
Section VII{a) for the prepavment of costs with respect 1o a Carry Well by the date such
prepayment is due. and such failure to pay is not cured within ten (10) Business Days of EPC's
receipt of a written notice from ORION of such failure to pay, then EPC shall be treated as if it
elected not to participate in such Carry Well and will be subject to the non-participation penalties
preseribed in Section VI(b) above. If EPC fails to pay any invoice from ORION pursuant to
Section VII{a) for the prepayment of costs with respect to a Subsequent Well that is not a Carry
Well by the date such prepayment is due, and such failure to pay is not cured within ten (10}
Business Days of EPC's receipt of a written notice from ORION of such failure 1o pay, EPC's
failure to pay shall be deemed as an election not to participate in such Subsequent Well and EPC
shall be subject to the non-participation penalties prescribed in Section V1{c) above. For the
avoidance of doubt, at no time shall EPC forfeit any interest in any well drilled under this
Agreement, and the associated acreage in the applicable Government Section for such well, for
which EPC has timely and fully paid all properly submitied invoices.

VIIL THIRD PARTY OPERATED WELLS
EPC and ORION shall designate ORION as operator for each Drilling Unit (" Operator™)

and EPC agrees to support ORION as Operator should ORION be challenged for operations by a
third party in any Drilling Unit; provided, however, that, in each case, ORION and/or its
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Affiliates owns a working interest in the applicable well drilled or to be drilled in such Drilling
Unit for which ORION would be the Operator. EPC's support for ORION as Operator, if
challenged for operations by a third party, may be suspended during the period in which EPC
has taken action, and followed procedures, 1o remove ORION as Operator in accordance with
the applicable Operating Agreement. If ORION and/or one of its Affiliates does not own a
working interest in a well drilled or to be drilled in a Drilling Unit, then (if requested by EPC)
ORION will support EPC as Operator of such well or, if EPC does not wish to serve as
Operator, the Operator of such well shall be determined in accordance with the applicable
Operating Agreement.

IX.  MANAGEMENT FEE

As more fully set forth in Section II above, ORION will charge EPC an AMI
Management Fee on unaffiliated third party Acquisition Costs incurred by ORION for Drilling
Rights acquired under Section I, but subject to the limitations of Section I{a)(ii). In addition,
ORION will charge a Management Fee of one percent (1%) {"Drilling Management Fee™) on
EPC's Proportionate Share of all Well Costs incurred by ORION in connection with each
Commitment Well and each Subsequent Well in which EPC participates under this Agreement.
These charges will be invoiced in the monthly JIB as to all such Acquisition Costs pursuant to
Section L{ah and on the pre-bill as to all Well Costs for each Commitment Well and Subsequent
Well drilled pursuant to this Agreement; provided that, the Drilling Management Fee shall be
charged only on Well Costs up to the amount evidenced by ORION's initial AFE for any
Commitment Well or Subsequent Well and ORION will not charge the Drilling Management Fee
on any cost overruns (i.e. costs in excess of original estimates for or costs in excess of original
AFEs for the Commitment Wells and each Subsequent Well). Neither the AMI Management Fee
nor the Drilling Management Fee is assignable and ORION shall not charge the Drilling
Management Fee on any wells in which it is not the Operator,

b OPERATING AGREEMENT

(a) Operating Agreements, All operations for the drilling, completing and
equipping of the Commitment Wells, Carry Wells and other Subsequent Wells drilled, or
proposed to be drilled, within the AMI shall be govemed by the operating agreement
substantially identical to the operating agreement attached hereto as Exhibit "D" ("Operating
Agreement™). A separate Operating Agreement shall be prepared and executed for the Drilling
Unit attributable to each Commitment Well and. following a proposal for an initial Subsequent
Well, the Drilling Unit for such initial Subsequent Well, and in each such case shall supersede
the terms and conditions of the Operating Agreement attached hereto as Exhibit "D™. In the
event of a conflict between this Agreement and the governing Operating Agreement, the terms
and provisions of this Agreement shall control. Upon the end of the term of this Agreement, the
Operating Agreement attached hereto as Exhibit " D" shall remain in full force and effect as to
all joint interests owned by the PARTIES within the AMI not subject to an Operating Agreement
for a specific Drilling Unit and the provisions of this Section X shall survive the end of the term
of this Agreement; provided, however, that, with respect to each initial well proposed to be
drilled in a newly designated Drilling Unit after the term of this Agreement, the Operating
Agreement attached hereto as Exhibit "ID" shall, for all purposes, automatically be treated as
severally and separately applicable to each such Drilling Unit.
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(bl Standard of Care. ORION shall conduct its activities, as Operator under
this Agreement, as a reasonable, prudent operator, in a good and workmanlike manner, with due
diligence and dispatch, in accordance with good oilfield practice, and in compliance with
applicable law and regulation, but in no event shall it have any liability as Operator to EPC for
losses sustained or habilities incurred except such as may result from gross negligence or willful
misconduct.

{c) Insurance. ORION, for the benefit of the PARTIES, will carry or provide
insurance for all operations conducted or to be conducted by it hereunder in the amounts set forth
in the Operating Agreement attached hereto as Exhibit "D". The cost and expense of such
insurance shall be invoiced by ORION to the joini account of all working interest owners within
the Drilling Unit, in accordance with their respective working interest shares.

(d} Resignation. Should ORION resign or transfer its duties as Operator
under any Operating Agreement prior to the drilling and completion, or plugging and
abandonment (if applicable) of the Commitment Wells, all unaccrued portions of the Carry Cap
as of the date of ORION' resignation shall automatically expire and EPC shall have no further
obligation to bear the Carry Share of any Well Costs therealler accruing under this Agreement.

XL SEISMIC ELECTIONS

ORION may. from time o time, propose the acquisition of Seismic Data within the AMI,
whether by conducting 1ts own seismic shootl, the acquisiion of existing Seismic Data or
otherwise (each a "Seismic Acquisition™). Each proposal shall include reasonably necessary
details regarding a proposed Seismic Acquisition and an invoice for the associated Seismic Cost.
EPC shall have thirty (307 days from receipt of a proposal within which 1o make its election
whether or not it will participate in the proposed Seismic Acquisition, with failure to respond
being deemed an election 1o not participate, Upon and contemporaneously with EPC's election to
participate in a Seismic Acquisition, EPC shall pay its Proportionate Share of all Seismic Costs
{proportionately reduced, however, to the extent, if at all, any such Seismic Cosis are to be bome
by third parties sharing in the Seismic Acquisition who are not parties to this Agreement) and
shall thereupon have immediate rights in and to such Seismic Data; provided, however, if a Carry
Well is thereafter drilled within a Drilling Unit to which such Seismic Data is applicable, EPC
shall also pay its Carry Share (to the extent a balance remains on the Carry Cap) of such Seismic
Costs, as set forth in the applicable AFE for such Carry Well and in accordance with the timing
set forth in Section VIL IFf EPC elects or is deemed to have elected not to participate in a Seismic
Acquisition, then EPC shall have no rights or access 1o such Seismic Data: provided, however,
that, should ORION propose a well under this Agreement that is based, in part, upon any Seismic
Data in which EPC elected, or was deemed to have elected, not to participate, then ORION shall
provide EPC such Seismic Data that is pertinent to such proposed well and ORION shall charge
EPC its proportionate share of such Seismic Data,

XIL  DISPOSAL WELLS AND FACILITIES
(a) Initial SWI Well. The PARTIES shall be the owners, in proportion to

each's Proportionate Share, of the Hercvk SWD #1-31 disposal well ("Initial 3WD Well").
ORION, as operator of the Initial SWD Well, shall charge each party disposing of saltwater in
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the Initial SWD Well, including the PARTIES, a fee of $0.50 per barrel of saltwater disposed (as
such fee may be re-determined from time to time by the operator hereunder, in its sole discretion,
consistent with then current market rates in Kay County, Oklahoma, the "SWD Fee"). Each
PARTY shall receive its Proportionate Share of all fees (including the SWD Fee), charges and
other benefits from the Initial SWD Well as the owner of an undivided interest therein. Further,
each PARTY shall pay its Proportionate Share of all operating, maintenance and capital costs for
the Initial SWD Well. The SWD Fee charged to each party disposing of saltwater in the Initial
SWD Well will, if applicable, be based upon each disposing party’s working interest share in a
producing well from which such saltwater was generated multiplied by the number of barrels of
saltwater from such producing well disposed of in the Initial SWD Well multiplied by the SWD
Fee.

(b} Subsequent WD Wells, Subsequent to the drilling of the Initial SWD
Well, ORION may propose the drilling of additional saltwater disposal wells and related
saltwater disposal infrastructure as may, from time to time, be required {(whether on lands within
or outside the AMI) to dispose of saltwater from wells producing oil, gas or other hydrocarbons
from within the AMI (" Additional SWD Facilities"). For anv such proposal, ORION shall
submit to EPC a written notice for the proposed drilling of such saltwater disposal well ("SWD
Well Proposal Notice™) containing (i) the legal description of the surface location for the
proposed disposal well, (11} the proposed disposal formation, (iii) the proposed disposal capacity
for the new disposal well, and (iv) an AFE showing the completed cost for the drilling of the
proposed disposal well and the related disposal infrastructure required to connect wells to the new
disposal well. For the avoidance of doubt, the PARTIES intend that EPC shall have the right to
participate in any such Additional SWID Facilities proposed by ORION during the term of this
Agreement. EPC shall have thirty (30) days, inclusive of Saturdays, Sundays and legal holidays,
from receipt of such SWD Well Proposal Notice within which to elect whether to participate in
such proposed Additional SWD Facilities in accordance with the SWD Well Proposal Notice, and
failure to respond within said period shall be deemed an election not to participate, If EPC elecis
to participate in the Additional SWD Facilities, EPC shall pay its Proportionate Share (reduced
proportionately to the aggregate working interest of the PARTIES in such Additional SWD
Facillities) and, it applicable, its Carry Share of all costs incurred in connection with the drilling
and completion of such Additional SWD Facilities. By such participation, EPC shall be the owner
of an undivided interest in such Additional SWD Facilities equal to its Proportionate Share,
reduced proportionately to the aggregate working interest of the PARTIES in such Additional
SWD Facilities, and shall be (i) entitled to its Proportionate Share (reduced proportionately to the
aggregate working interest of the PARTIES in such Additional SWD Facilities) of all fees
(including SWD Fees), charges and other benefits from such Additional SWD Facilities and (i)
responsible for its Proportionate Share (reduced proportionately to the aggregate working interest
of the PARTIES in such Additional SWD Facilities) of all operating, maintenance and capital
costs for such Additional SWD Facilities. I EPC elects or is deemed to have elected not to
participate in any such Additional SWD Facilities proposed by ORION hereunder, EPC shall
have no right, title or interest in such Additional SWI» Facilities and shall not be entitled to the
fees (including SWD Fees). charges and other benefits received by the owners thereof for access
to and use of such Additional SWD Facilities. EPC mayv. notwithstanding its non-participation in
any such Additional SWD Facilities drilled under the terms of this Agreement, utilize such
Additional SWD Facilities drilled hereunder in exchange for pavment of $0.50 per barrel of
saltwater disposed, capacily permitting: the intent
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being that ORION may not refuse EPC the right to utilize any such Additional SWD Facilities
solely by reason of EPC's non-participation in such Additional SWD Facilities.

(c) Disposal Fee. ORION, as operator of each Additional SWID Facilities
proposed hereunder, shall charge each party disposing of saltwater in each such Additional SWD
Facilities well drilled hereunder, including the PARTIES (but subject to the %0.50 per barrel
saltwater disposal fee applicable to EPC pursuant to Section XII(h) above), the SWD Fee. The
SWD Fee charged to each party disposing of saliwater in any Additional SWD Facilities shall be,
if applicable, based upon each disposing party's working interest share in a producing well from
which such saltwater was generated multiplied by the number of barrels of saltwater from such
producing well disposed of in such Additional SWD Facilities multiplied by the SWD Fee,

and use of each such Additional SWD Facilities to the parties participating in such Additional
SWD Facilities.

ion_of Outside Ownership. Nothing in this Section XII shall
imply any obligation on the PARTIES to allow other producers to participate in the ownership of
the Initial SWD Well or any Additional SWD Facilities, it being contemplated that the Initial
SWD Well and Additional SWD Facilities will be owned solely by the PARTIES (subject to
Section X1I(b)}: provided, however, the PARTIES may permit other producers owning interests
in producing oil, gas or other hydrocarbon wells located within the AMI to participate in the
ownership of the Initial SWD Well and/or Additional SWD Facilities to the extent required by
law o do so or to the extent the PARTIES believe it will be beneficial to the PARTIES to permit
such ownership.

XIIL ELECTION TO CONTINUE PROJECT

(a) EPC Election. Not later than three (3) Business Days after April 17, 2013,

ORION shall give EPC written notice as to the balance, if any, remaining under the Carry Cap.
Upon receipt of such written notice from ORION, EPC shall have ten {10) Business Days within
which to elect. by giving written notice to ORION, either (i) to pay ORION the remaining balance
under the Carry Cap (such amount, the "Continuation Payment™), or (i1} to opt out of, forfeit and
reassign an undivided interest in and to a portion of the Initial Interests equal to (A) the remaining
balance under the Carry Cap divided by 51,000, divided by (B) the aggregate net acres comprising
the Initial Interests (excluding, however, the aggregate net acres subtracted from the net acres
comprising the Initial Interests pursuant to clauses (X) and (Y) in the next proviso below)
provided. however, notwithstanding anything in this Agreement to the contrary, this Section XIIT
shall have no effect on any Drilling Rights or other interests in this Agreement or the AMI that
EPC has already earned or forfeited under the other provisions of this Agreement, the intent of the
PARTIES being that (X) all rights, interesis and acreage previously assigned to EPC within the
applicable Drilling Units for each Commitment Well and Carry Well for which EPC has timely
paid all properly submitted invoices shall remain in EPC and shall not be subject to forfeiture
under this Section XII{a}). and (Y) all previously forfeited nghts, interests and acreage under this
Agreement, if any, shall remain forfeited no matter what EPC elects under this Section XIll{a). For
the avoidance of doubt, as an example of the application of Section X1ll{a)ii) above, if on April
17, 2013, 5526.500 remains under the Carry Cap, the aggregate net acres comprising the Initial
Interests assigned to EPC under the Purchase Agreement was 3,263,
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but, afler deducting rights, interests and acreage pursuant to clauses (X) and (Y) above, EPC's net
acres under this Agreement are only 3,265, and EPC elects the upucn under Section SI(a)
above, EPC shall forfeit and reassign to ORION an undivided 16.1% interest in and 1o the leases,
properties, rights and interests comprising such 3,265 net acres. Further, for the avoidance of
doubt, at no time or for any reason shall EPC forfeit any interest in any wells in which it has
participated and has timely and fully paid all properly submitted invoices. Failure of EPC to
provide writlen notice of its election on the applicable date shall be deemed an election 1o Forfeit
and reassign an undivided interest in and to the Initial Interests pursuant to Section XIII{a)(i1)
above. Should EPC elect to make the Continuation Payment, such payment shall be made
contemporaneously with such election.

(by  Effect of Opting Out. In the event EPC makes an election pursuant to
Section XII{a)ii) to opt-out of an undivided interest in the Initial Interests, (i) EPC's rights and
interests in such portion of the Initial Interests shall automatically be relinguished to and re-
vested in ORION; (1) EPC shall have no obligation to pay the Continuation Payment provided
for in Section XI{a), (i) EPC shall have no further rights or interests in and to such undivided
interest in the Initial Interests relinguished to and re-vested in ORION: (iv) EPC shall execute and
deliver, within thirty (30) days of such election, a recordable re-assignment of such relinquished
Initial Interests to ORION, free of all lease burdens. overriding rovalties, payments out of
production or any other encumbrances created by, through or under EPC but not otherwise; and
(v) this Agreement shall terminate for all purposes as to the portion of the Initial Interests
forfeited pursuant to Section XNI(aWii) but shall continue in full force and effect as to the
remainder of the AMI as set forth in Section XVIII(K), In the event EPC makes an election
pursuant to Section XI{a)i) above, this Agreement shall continue in full force and effect for the

remainder of its term without any modification.

(c) Joint Negotiation. The PARTIES hereby acknowledge and agree that the
election options provided for under Section XNIl(a) have been negotiated for by the PARTIES
and EPC acknowledges and agrees that neither of such election options under Section XIIl{a)

constitutes a penalty.

XIV. DELAY RENTAL AND SHUT-IN ROYALTY PAYMENTS

All of the Initial Interests as well as all other oil and gas leases and other Drilling Rights
within the AMI and covered by this Agreement shall be administered and maintained by ORION.
ORION shall pay all delay rentals, shut-in rovalty, extension bonuses and all other similar
amounis which may be required under the terms of such co-owned leases and Drilling Rights in
order to maintain same in effect and shall submit evidence of each such payment to EPC upon
request. EPC shall be obligated to reimburse ORION for its share of all such rental, shut-in
rovally, extension bonuses and other similar payments based on their respective ownership in
same. ORION shall not be liable to the co-owners of the oil and gas leases and Drilling Righis,
however, if through mistake or oversight (but not gross negligence or willful misconduct), any
rental or royalty or other similar payment is not paid or is erroneously paid.
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XV, PROPRIETARY INFORMATION

(a)  Confidentiality Obligation. Except for disclosures 1o (1) emplovees,
officers and directors of a PARTY, (2) emplovees, officers and directors of a PARTY's
Affiliates, (3) any professional consultant or agent retained by a PARTY for the purpose of
evaluating the Proprictary Information, (4) any financial institutions or other lenders for
financing purposes, (5) mvestors, potential investors or sharcholders if a PARTY is a publicly
traded company and applicable securities laws require such disclosure or such disclosure is made
in connection with an investor or potential investor conference customary in the oil and gas
industry, (6) representatives of a PARTY who need to know information for purposes of
performing this Agreement, (7) accountants, (8) legal counsel and other advisors, or (9) in
connection with any proposed merger, acquisition or divestiture transaction involving a PARTY,
no Proprietary Information shall be distributed or disclosed to any third party without first
oblaining a writien undertaking of confidentiality from such third party. Proprietary Information
shall be maintained confidential during the term of this Agreement and for a period of two (2)
vears thereafier.

(b} Designation of Proprietary Information. It shall be the duty of a PARTY
to identify as Proprietary Information, in writing, any of its information which is disclosed to the
other PARTY and which is intended to be governed by the provisions of this Section XV. The
identification shall be made at the time of disclosure or within reasonable proximity of
disclosure.

{c) Disclosure of Proprietary Information. In the event that any PARTY or its
representatives are requested or required by oral questions, interrogatories, requesis for
information or documents in legal proceedings, subpoena, civil investigative demand or other
similar process, to disclose any Proprietary Information. such PARTY shall provide the other
PARTY that may claim the Proprictary Information with prompt written notice of any such
request or requirement so that the PARTY that ¢laims the Proprietary Information may seck a
protective order or other appropriate remedy. If a PARTY or its representatives are nonetheless
legally compelled to disclose Proprietary Information, such PARTY or its representatives shall
disclose only that portion of the Proprietary Information which it is legally required to disclose,
provided that such PARTY will exercise its best reasonable efforts to preserve the confidentiality
of the Proprietary Information, including, without limitation, by cooperating with the PARTY
that claims the Proprietary Information to obtain an appropriate protective order or other reliable
assurance that confidential treatment will be accorded the Proprietary Information.

AVL INDEMNITY

(a) Each PARTY shall defend, indemnify and hold the other PARTY
harmless from and against any and all claims, demands, costs, judgmenis and liabilities for
damages or losses arising from such PARTY's failure 1o comply with its express obligations
under this Agreement.

{b) Notwithstanding anything to the contrary in this Agreement, in no event

shall either PARTY be liable to the other under this Agreement for any consequential,
exemplary, punitive, remote or speculative damages, including damages for loss of profit
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{collectively, "Special Damages™); movided. however, that if any PARTY is held liable to any
third party for any such Special Damages and the other PARTY is obligated hereunder to
indemnify such PARTY so held liable for the matter that gave rise to such Special Damages, the
indemnitor PARTY shall be liable for and obligated to reimburse such indemnified PARTY for
the full amount of such Special Damages.

AVIL NOTICES AND ADDRESSES OF THE PARTIES

All written notices required to be made pursuant to this Agreement shall be deemed
sufficient if faxed via local and long distance telephone lines (with answer-back confirmation of
receipt) or five (3) business days after, mailed by United States mail, postage or charges pre-paid
and addressed to the very PARTY to whom the notice is given at the addresses shown below,
Any required verbal notices or communications may be made 1o PARTIES al the respective
telephone numbers shown below:

ORION:

Orion Exploration Partners, LLC
4870 South Lewis, Ste 240

Tulsa. OK 74105

Attn: Steve Miller

Phone: (918) 492-0254, Ext, 103
Fax: (918) 492-0263, Fax

Email: steveli@orionexploralion.com

EPC:

Evolution Petroleum OK, Inc.
2500 CityWest Blvd., Suite 1300
Houston, Texas 77042

Attn: Robert 8. Herlin
Phome: (713 935-0122
Fax: (713) 935-0199
Email: bherlinig evolutionpetroleum.com

AVIIL MISCELLANEOUS

{a)  No change, modification or alieration of this Agreement shall be valid
unless approved in writing by the PARTIES. All communications required by this Agreement
shall be in writing using the addresses shown above.

(b} This Agreement has been negotiated by the PARTIES and represents their
voluntary agreement. No presumption of interpretation shall be imposed against the PARTY or
PARTIES who constructed this document.

(€) If any elaim or controversy arises oul of, or relates to, this Agreement, the

PARTIES shall make a good faith attempt to resolve the matier through their senior management
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representatives, and said personnel of each PARTY shall meet in person and make a good faith
attempt to resolve or settle the matter. EACH PARTY HERETO HEREBY IRREVOCABLY
WAIVES ANY AND ALL RIGHTS IT MAY HAVE TO DEMAND ANY WAY RELATED
TO THIS AGREEMENT OR THE RELATIONSHIPS OF THE PARTIES HERETO BE TRIED
BY JURY. THIS WAIVER EXTENDS TO ANY AND ALL RIGHTS TO DEMAND A TRIAL
BY JURY ARISING FROM ANY SOURCE INCLUDING, BUT NOT LIMITED TO, THE
CONSTITUTION OF THE UNITED STATES OR ANY STATE THEREIN, COMMON LAW
OR ANY APPLICABLE STATUTE OR REGULATIONS. EACH PARTY HERETO
ACKNOWLEDGES THAT IT IS KNOWINGLY AND VOLUNTARILY WAIVING ITS
RIGHT TO DEMAND TRIAL BY JURY,

(d) Each PARTY hereby elects to be excluded from the application of all of
the provisions of Subchapter "K", Chapter 1, Subtitle "A" of the Internal Revenue Code of 1986
("Code™), as permitied and authorized by Section 761 of the Code and the Regulations
promulgated thereunder., ORION (or any successor operator) is auwthorized and directed to
execute on behalf of each PARTY such evidence of this election as mayv be required by the
Secretary of the Treasury of the United States or the Federal Intemal Revenue Service, including
specifically, but not by way of limitation, all of the returns, statements and the data required by
Treasury Regulation §1.761-2. Each PARTY agrees to execute and furnish such other evidence
as may be necessary to evidence this election.

{€)  The PARTIES affirm, attest, and agree that the rights and liabilities of the
PARTIES shall always be individual and several, not joint or collective, and that each PARTY
shall be acting independently of the other. No fiduciary relationship, constructive trust,
partnership, species of parinership, joint venture or mining parinership is intended or meant by
this Agreement, and no act by any PARTY shall operate to create such relationship for any
purpose whatsoever.

If anv part of this Agreement is held 1o be unenforceable, the remaining
provisions of this Agreement will remain in full force and effect, and the part of this Agreement
held unenforceable shall be modified so that it is as similar in terms as the unenforceable part
while still being unenforceable.

(g)  This Agreement and the FExhibits hereto constitutes the entire
understanding of the PARTIES with respect to the subject matter hereof, It replaces all prior
writien and oral communications, understandings or agreements with respect 1o the subject matter
hereof. No waiver will be effective unless given in writing and signed on behalf of the PARTY
making such waiver,

(h) This Agreement may not be assigned in whole or in part by a PARTY (a
"Transfer") prior to the drilling and completion (or plugging and abandonment) of all of the
Commitment Wells; provided. however, this Agreement may be assigned by a PARTY to any
mortgagee or secured party of the assigning PARTY or to any purchaser at a judicial or non-
judicial foreclosure or by conveyance in lieu of foreclosure, pursuant to any mortgage or security
agreement granting a lien or security interest. Thereafter, this Agreement may not be Transferred
by a PARTY without the express written consent of the other PARTY, such consent not to be
unreasonably withheld; provided, however, this Agreement may be assigned by a
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PARTY to any morgagee or secured party of the assigning PARTY or to any purchaser at a
judicial or non-judicial foreclosure or by convevance in lieu of foreclosure, pursuant to any
morlgage or security agreement granting a lien or security interest. No PARTY shall assign or
otherwise transfer its interest in this Agreement unless the assignee or transferee assumes all of
the obligations hereunder of the PARTY making such assignment or transfer that are applicable
to the interests assigned. If any Transfer relates to all of the lands comprising the AMI but an
undivided interest i less than all of a PARTY's mterest in such lands covered by this
Agreement, then the rights of the transferor and the transferee to acquire an interest within the
AMI from another PARTY herein shall be allocated between them in accordance with the
relative interest transferred and the relative interest retained by a PARTY hereto, and each of the
transferor and transferee may separately exercise the elections provided herein as to their
respective undivided interests. If any Transfer of a PARTY's interest in the properties covered
by this Agreement relates to less than all of the lands comprising the AML then the transferee's
rights to acquire interests within the AMI shall be limited to the lands in which the transferee has
acquired its interests, and if the transferee has acquired only an undivided interest in less than all
of the transferor's interest, then the proportionate allocation provisions of the preceding sentence
shall apply to the lands to which the Transfer relates. The transferor shall retain rights to acquire
interests within the AMI as to lands not involved in the Transfer or in which the transferor
retained an undivided interest. In the event of a Transfer of all or part of a PARTY s interest in
all the lands subject to the AMI or as to any portion of the AMI, the transferee shall have the
same obligations as those of its transferor to offer to cach other PARTY hereto any interesis
within the AMI subsequently acquired by such transferee.

(i) In the event of a conflict between this Agreement and the Operating
Agreement attached hereto as Exhibit "I, the provisions of this Agreement shall prevail.

)] Time shall be of the essence of this Agreement in all of its parts. This
Agreement shall be binding on the PARTIES, their heirs, executors, administrators, personal
representalives, trustees, successors and permitied assigns.

(k)  This Agreement shall remain in force and effect for a period of time
ending on June 1, 2013, Notwithstanding the foregoing, the provisions of (i) Section [I(b) shall
survive the termination of this Agreement until the end of the AMI Term, insofar, and only
insofar, as to each Governmental Section in which EPC and ORION jomtly own Initial Interests,
Drilling Rights and/or AMI Interests acquired under this Agreement; (ii) Section X shall survive
the termination of this Agreement as provided in Section X, (iii) Section XIII shall survive the
termination of this Agreement indefinitely; (iv) Section XV shall survive the termination of this
Agreement as provided in Section XV: (v) Sections XVI through XVII{g) and Sections
NVII(E) through XIX shall survive the termination of this Agreement indefinitely; and (vi)
Section XVIII{h) shall survive until the end of the AMI Term.

(1) This Agreement may be executed in multiple counterparts, and the
counterpart signature page for each PARTY may be transmitted to the other PARTY by
facsimile or electronic transmission, each of which shall be considered to be the original

signature of such PARTY,
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XIX. ADDITIONAL DEFINITIONS; INTERPRETATION
(a) Definitions.

"AFE" or "AFEs" refers to one or more Authorizations for Expenditure applicable 1o a
producing well or saltwater disposal well proposed by a PARTY hereunder, each of which AFE
shall specifically include subtotals for (i) Drilling and Completion Costs and (i) Fracing Costs.

"Affiliate™ shall mean, with respect to any person (which shall include any individual,
parinership, company, joint venture, corporation, limited liability company, trust, trustee,
receiver, or other entity or any unincorporated association or organization), any person directly
or indirectly Controlling, Controlled by or under common Control with such person; provided.
however, for purposes of this Agreement neither SW Capital Partners Inc. nor any person
Controlled by SW Capital Partners Inc. shall be considered an "Affiliate” of ORION.

"AMI Term" shall mean (i) for all lands within the AMI, the term of this Agreement,
plus (ii) for the Initial Interests and all Drilling Rights and/or AMI Interests jointly acquired by
the PARTIES during the term of this Agreement, until June 1, 2014 ("AMI Extension™);
provided, however, that, during the AMI Extension, the geographic area applicable to the rights
and obligations of the PARTIES shall be limited, for purposes of Section II above, 1o each
Governmental Section in which the jointly owned Imitial Interests, Drilling Rights and'or AMI
Interests are located and the AMI shall terminate at the end of the term of this Agreement as to
all other lands not mcluded within such Govemnmental Sections.

"Business Day" shall mean any calendar day on which banks located in Tulsa,
Oklahoma, are open to conduct business.

"commence”, "commenced”, and "commencement” shall. when referring 1o well
operations, mean a drilling rig that is capable of achieving the proposed target depth for each
such well operation is on location or, in the case of fracing operations, frac trucks capable of
performing the proposed frac job are on location.

"Control”, "Controlling”, "Controlled by", and "under common Control with”
shall mean the possession directly or indirectly of the authority to direct or cause the direction of
the management, policies or operational activities of a person, whether through ownership of
voling securities or other right to vote, by contract or otherwise.

"Drilling and Completion Costs"” shall mean all anticipated capital costs to be incurred,
Through the Tanks, in the drilling, deepening, sidetracking, plugging back, testing, completing,
recompleting and equipping of a Commitment Well, Carry Well and/or any other Subsequent
Well, as such costs appear on the applicable AFE.

"Drilling Rights" shall mean any oil and gas leases, overriding royalty interests, mineral
interests, farmins, farmouts, option farmins, working interests, back-in working interests, carried
interests, reversionary leasehold interests, force pooled interests and/or any other contractual,
cconomic or statutory right in and to oil. gas and/or other hydrocarbons.
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"Drilling Unit" shall mean a drilling and spacing unit as established by the Oklahoma
Corporation Commission, often (but not always) being a Governmental Section.

"Force Majeure™ shall mean an act of God, strike, lockout, or other industrial
disturbance, act of a public enemy, war, blockade, public riot, lightening, fire, siorm, flood or
other act of nature, explosion, govemnmental action, governmental delay, restraint or inaction,
unavailability of equipment through no fault of the PARTY claiming Force Majeure, and any
other cause, whether of the kind described above or otherwise, which is noi reasonably within the
control of the PARTY claiming Force Majeure.

"Fracing Costs™ shall mean all projected costs to be meurred in hvdraulic fracture
stimulation, i.e. "fracing,” conducted in the wellbore of any Commutment Well, Carry Well
and/or any other Subsequent Well (inclusive of all anticipated fracing stages), as the same appear
on the applicable AFE.

"Governmental Section" shall mean a "section” as such term is used in connection with
the land survevs conducted by the U. 8. Governmental Land Office in the State of Oklahoma,
often (but not always) being a mile block of land containing approximately 640 acres.

"Mississippian Formation" shall mean the Mississippi Chat and/or Mississippi Lime
formations underlving any existing or proposed Drilling Unit.

"Proprietary Information" shall mean any and all information, data, trade secrets,
know-how, inventions, technology, computer programs, works of authorship, methods,
processes, intellectual property, techniques, marketing strategies, development plans, forecasts
and ideas, which are made available to a PARTY or discovered or learned by a PARTY from the
other PARTY during the course of and pursuant to this Agreement. Proprietary Information shall
include the materials and objects which embody the Proprictary Information or from which the
Proprietary Information can be directly or indirectly read, transferred or utilized but shall not
include information that: (i) is or becomes generally available to the public; (i1) was, at the time,
approved for release by written authorization of the PARTY that claims the Proprietary
Information; (i) was, at the time, disclosed without notification of the confidential and
proprietary nature of the information, (iv) was, ai the time of disclosure to a PARTY, already in
such PARTY's possession, (v} is required 1o be disclosed pursuant 1o a legal proceeding or other
rule of law: or (vi) is required to be disclosed by any applicable federal or state securities law or
regulations.

"Seismic Costs™ shall mean all expenses incurred in the gathering and acquisition of the
Seismic Data, seismographic processing and/or reprocessing, data review and interpretation, data
duplication, access agreements o authorize seismic activity and damage payments.

"Seismic Data™ shall mean all data generated by exploration or testing for oil, gas or
other minerals by seismograph or other geophysical and geological methods, together with all

seismic and other geophysical data files, interpretations and support data.

"term of this Agreement™ shall mean from and after the date hereof until June 1, 2013,
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"Through the Tanks" shall mean all operations necessary to drill and complete an oil,
gas or other hydrocarbon well and install related equipment reasonably necessary for the well to
be capable of producing and delivering oil to tanks (in the case of oil) or gas to the custody gas
meter (in the case of gas), as applicable, including tanks and the installation of surface equipment
located on-lease upstream of the tanks and upstream of the custody gas meter considered to be
on-lease equipment such as heater-treaters, separation, flow lines, lead lines and the like, and
including on-lease amine treaters and on-lease dehydration and compression, if any.

"Well Costs"™ shall mean all costs chargeable under the applicable accounting procedure
attached to and made a pari of the Operating Agreement incurred (a) Through the Tanks in
drilling, deepening, sidetracking, plugging back, testing, completing, recompleting and
equipping an oil, gas or other hydrocarbon well, or for the plugging and abandonment of the
same in the event a well is completed as a dry hole {(whether or not a completion attempt is
made), or (b) through completion in drilling. completing and equipping a saltwater disposal well.
"Well Costs" specifically include Drilling and Completion Costs, Fracing Costs and (i) all costs
incurred in connection with operations in preparation for drilling: (ii) all costs incurred for the
settlement of claims for surface damage incurred in connection with the drilling, completion of a
well Through the Tanks or the plugging and abandonment of a well; (i) costs of restoring the
well site in accordance with applicable governmental and/or lease requirements following
completion of drilling and completion operations: and (iv) title examination expense and title
curalive costs incurred in connection with drilling of a well. In no event shall "Well Costs”
mclude any costs incurred in marketing or making the o1l and gas marketable or incident to
marketing oil and gas (excepting only those on-lease activities and costs included in the
definition of "Through the Tanks").

(b) Interpretation. All references in this Agreement to articles, sections,
subsections and other subdivisions refer to corresponding articles, sections, subsections and
other subdivisions of this Agreement unless expressly provided otherwise. Titles appearing at
the beginning of any of such subdivisions are for convenience only and shall not constitute part
of such subdivisions and shall be disregarded in construing the language contained in such
subdivisions. The words "this Agreement,” "this instrument,” "herein," "hereof,” "herehy,”
“hereunder” and words of similar import refer to this Agreement as a whole and not to any
particular subdivision unless expressly so limited. Words in the singular form shall be construed
to include the plural and vice wersa, unless the context otherwise requires. Pronouns in
masculine, feminine and neuter genders shall be construed to mclude any other gender. All
defined terms shall include any svntactical variants of such defined term. Examples shall not be
construed to limil, expressly or by implication, the matter they illustrate. Unless the context
otherwise requires or unless otherwise provided herein. the terms defined in this Agreement
which refer to a particular agreement, instrument or document also refer to and include all
renewals, extensions, modifications, amendments or restatements of such agreement, instrument
or document, provided that nothing contained in this subsection shall be construed to authorize
such renewal, extension, modification, amendment or restatement. The word "or” is not intended
to be exclusive and the word “includes” and its derivatives means "includes, but is not limited
10" and corresponding derivative expressions.

[Remamnder of page intentionally left blank. Signature pages follow.]
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ORION Exploration Partners, LLC . of | onex plos ation. com

IN WITHNESS WHEREOF, the PARTIES have executed this Participation and AMI
Agreement thas 17th day of Apnl, 2012,

ORION EXPLORATION PARTNERS, LLC

BY:
Steve Miller, President

EVOLUTION PETROLEUM OK, INC.

s '
BY: (/LN'/( e
1 M anti

Vice
President/Opera ions

Signature Page to Participation and AMI Agreemeant



ORION Exploration Partners, LLC whwew orienexploration.com

EXHIBIT "A"™

Attached To that certain Participation and AMI Agreement, by and between Orion
Exploration Partners, LLC and Evolution Petroleum O, Inc. dated April 17, 2012
AREA OF MUTUAL INTEREST

See attached.
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ORI0Y

EXHIBIT "B"

Attached To that certain Participation and AMI Agreement, by and between Orion
Exploration Partners, LLC and Evolution Petroleum OK, Inc. dated April 17, 2012

INITIAL INTERESTS

See attached.
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EXHIBIT "C"

Attached To that certain Participation and AMI Agreement, by and between Orion
Exploration Partners, LLC and Evolution Petrolenm OK, Ine. dated April 17, 2012

PARTIAL ASSIGNMENT OF OIL AND GAS LEASES
WITH SPECIAL WARRANTY

KNOW ALL MEN BY THESE PRESENTS:

For and in consideration of Ten and no/100 Dollars ($10.00) and other valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, [Orion Exploration
Pariners, LLC, an Oklahoma limited liability company, whose address is 4870 South Lewis, suite
240, Tulsa, Oklahoma 74105] [Evolution Petroleum OK, Inc. a Texas corporation, whose
address 15 2500 CityWest Blvd., Sumte 1300, Houston, Texas T7042], heremafler referred to as
"Assignor”, does hereby bargain, sell, convey, assign and deliver unto Evolution Petroleum OK,
Inc., a Texas corporation, whose address is 2500 CityWest Blvd., Suite 1300, Houston, Texas
77042 [Orion Exploration Partners, LLC, an Oklahoma limited liability company, whm.r. address
is 4870 South Lewis, suite 240, Tulsa, Oklahoma T4105] (hereinafier referred to as "Assignee”
an undivided [forty-five percent (45%)] [fifty-five percent (55%)] of Assignor's right. title and
imerest in, to and under the following (collectively, the "Subject Interests”):

(a) All il and gas leases described on Exhibit "A" attached hereto (the "Leases™) and
made a part hereof, together with a like interest in Assignor's rights and interests under any forced
pooling orders set forth on Exhibit "A" or otherwise relating to any of the lands encompassed by
the Leases or communitized, pooled or umitized therewith, and a like interest in Assignor's rights
that arise by operation of law or otherwise (the "0il and Gas Properties”), and

{b) (i) All surface leases, servitudes, easements, right-of-way agreements, licenses or
other agreements owned by Assignor that relate to the use and occupaney of the surface of lands
comprising. in whole or in part, a portion of the Oil and Gas Properties, (1) all pooling
agreements, farmout agreements, operating agreements and other agreements to which Assignor
is a parly or successor-in-interest relating to the development and operation of the Oil and Gas
Properties, (iii) all agreements by which any of the Oil and Gas Properties were acquired, to the
extent still executory, and (iv) all agreements that impose any material obligations and liabilities
pertaining to the Oil and Gas Properties, and any and all amendments, ratifications or extensions
of the foregoing (collectively, the "Related Contracts"), together with a like interest in all rights
of audit held by Assignor with respect to the records of any third pariy and rights to receive
refunds of any nature thereunder 1o the extent relating 1o periods from and afer the date of this
Assignment: and

{€) To the extent assignable, all franchises. licenses, permuls, approvals, consents,
certificates and other authorizations and other rights granted by governmental entities that are
related 1o the Oil and Gas Properties or the ownership or operation of any thereof ("Permits"):
provided. however. that Assignee’s right with respect to Permits acquired pursuant to this
Assignment shall be limited to the receipt by Assignee of its proportionate share of the benefit of
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the rights and privileges of Assignor with respeet o such Permits as an owner of the Oil and Gas
Properties; in each case, only to the extent relating to such (il and Gas Properties; and

(d) All title information, engineering reports and other technical data, lease and land files,
surveys, regulatory filings. magnetic tapes, interpretations, seismic data and licenses and other
analyses, books, records and files that relate to the Oil and Gas Properties or other property
interests described herein, owned or in the possession of Assignor ("Data”}), provided, however,
that Assignee's right with respect 1o Data acquired pursuant to this subparagraph (d) shall be
limited. in each case, 1o the extent the disclosure of such Data is not restricted by the terms of
confidentiality, license or similar agreements binding on Assignor,

L.
Nothing contained herein shall be construed as any agreement or obligation on the part of
Assignee, ils respective successors and assigns, 1o mainiain any Subject Interest in force and
effect by the payvment of rentals, the drlling of wells, the production of minerals, or otherwise.

2

Assignor hereby binds itself. its successors and assigns. to warrant and forever defend all
and singular title to the Subject Interests unto Assignee and its successors and assigns, against
every person whomsoever lawfully claiming or to claim the same, or any part thereof, by,
through, or under Assignor (which for the avoidance of doubl includes, without limitation, any
person that acquired the Subject Interests on behalf of Assignor ("Assignor's Acquirer™)). but not
otherwise. Assignor covenants that the Subject Interests are free and clear of any outstanding
morigage, deed of trust, lien or encumbrance created by, through or under Assignor or Assignor's
Acquirer, but not otherwise.

3

Assignor grants and transfers o Assignee, ils successors and assigns, 1o the extent so
transferable, the benefit of, and the right to enforce. the covenants and warranties, if’ any. which
Assignor is entitled 1o enforce with respect 1o Assignor's predecessors-in-title to the Subject
Interests. The terms and provisions hereof shall extend to and be binding upon Assignor and
Assignee and their respective successors and assigns.

4

In the event this assignment covers lands in two counties, this instrument may be executed
in duplicate originals, with one to be recorded in each county, but with no enlargement or
diminishment or duplication of the effect and purpose hereof] or of the percentage interest herein
conveyed, 1o be construed by the preparation and execution of duplicate originals for the
convenience of recording in said two counties.

5

This instrument is made pursuant to the terms and provisions of that certain Participation
and AMI Agreement dated April 17, 2012 ("Participation Agreement”) by and between Assignor
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and Assignee and this instrument and the rnights and properties assigned hereunder are made
subject to the Participation Agresment.

IN WITNESS WHEREOF, this instrument is datedthe  day of W2
but effective for all purposes as of the date of each instrument creau.ng each Subject ]nterest

ASSIGNOR:
iy 1
By:
Name:
Title:

STATE OF )
) 58.
COUNTY OF )]

Onthis _ dayof . 20, before me, the undersigned Motary Public in
and for said County and State, personally appeared , to me known to
be the identical person who executed the foregeing instrument and anknmuledged to me that he
executed the same as of on behalf of said

for the uses and purposes therein set forth.
Witness my hand and official seal the day and vear last above written.

My Commission Expires:

MNotary Public
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ASSIGNEE:

1
By:
Name:
Title:
STATE OF
COUNTY OF
On ) 8.
this day of . 20, before me, the undersigned Notary Public in
and for said County and State, personally appeared . 1o me known lo
be the identical person who executed the foregoing instrument and acknowledged 10 me that he
executed the same as of on behalf of said

for the uses and purposes therein set forth.

Witness my hand and ofTicial seal The day and vear Tast above writlen.

My Commission Expires:

Notary Public
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ORION Exploration Partners, LLC v, oronexplomtion.com

EXHIBIT "D"

Attached To that certain Participation and AMI Agreement, by and between Orion
Exploration Partners, LL.C and Evolution Petroleum OK, Inc. dated April 17, 2012

1989 JOINT OPERATING AGREEMENT

see attached.
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AAPL FORM 610 - 1989

MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT
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, 201

OPERATOR

CONTRACT AREA See Exhibit "A" attached hereto and made a part hereol
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CFERATENO AUREEMENT
THIS AGREEMENT. ewered i by snd butwoe
hezcinafie desgnaied s referred be as "Operatos,” mnd the wgnaicry party or parties ofher Shan Operaiorn, soectimes
horinaier rofirred e indivi dually s "Nom-Dporator,” and collcctively o "Non-Operators”
WITNESSETH:
WHEREAS, ilse parties bo thei sgremssinl are owners of 08 and Gas Leases andlor Oi and Gias bsterests it band
idenfificd in Fxbibil “A," and the partics hereie hare reached an agrecment i cxplars and develop thess Leases and or O
snd Clas Bsterests for e production +f (6] ssd (las 8 the cxient snd ss heromafier provided,
L] NOW, THEREFORE. inis sgresd as follews:
11 ARTICLEL
1n . HEFINITIONS (sex Arcle XV For addibionl defirifions|
iz An e an this agroomont, the (oll cwisg wosds ad o shalll bare ihe mcmmsgs hors asanbed te thos
(5] A hm'm’ﬂmnmhrm propared by m party io this sgreamant for the parpasa of
[T] g the cosls 1o be d in g an operation bereusder.
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16 el Gt i v o4 mvee Tines, indludhing, ik neod limwied ro, the setming +f prodution caing. (e, porfosnng, wol st
17 nd prodection testing conducted in mich aperaion.
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IF any previdon of sny cxhibit, sxoopt Exhibits “E.° *F* and *0L% is § i with amy i imsd in
the Bady of ths sgrecmseni, e provisans in S body of this agreement shall preval
3 ARTICLE IR
4 INTERESTS OF PARTIES

A L] s B P

-

% I Irserests of Partivs: In Casts and Produst o

1 Unlass chamgad by ather provisiom, all costs snd habilitias inpamad in sperstisns undar this sgreamaent shall ba boma
11wl paied, aed all copatpersest and malersils soguired in speratens on the Costracl Avea shall be swned, by e partses m their

13 interests ars wet fosth in Exbibit °A° n the same manner, the partics shall alvo swm all production of 06 and Clas from the

13 Comtraet Aves sabjeet, brwever. to the paymnt of royabies snd sther budens on prodict o 5 deembed hereafvea.

4 Begimdiess of which party hiss conteibuted sy 04l and G Lisie er— Ol —sad— i — Itenesd s whedh royalty or other
15 budems may be payablc and cxcopt an stherwine cupresly pravided in this agrecment, sach party sball pay or deliver, o

18 qwend b by paid or dalivensd, sll bardans on its dhara of st produstion frem tha Ceniree Anes up se, bl st in oo s of gl ligahold
17T bwdess cxoept Subiequertly Crested baterests and shall medermfy, defend and hobd the sther parses Eee from sy hability therefor.
18 Exomplas sthermase ciprenly prevaded intas f iy sty e et o] airy Ledie of [nterest whach is

1% burdemed with sy royalty, evem dsg royaliy, preduction payment or ol burden on preducsien in sooee of the smoanic

1 stipral sted shove, s pary s bardered shall sseue and slone bear all ah exeess shbigansns mnd shall indese fy_ defeod

L mnd hold the cther pariics horcie harsdons From sy and all claims siinbuiablc o mch coccn nede, Howeoro, so long s

thia Dirilling Uit For tha produstiva Zonai+) is sdmtical with tha Costraet Aras, asch party shall pay or ddiooar, or sewd s
b paidd v delivared. ol burdens om produstion from the Contrast Ares dug uedar the semes of the 08 and Cias [Prsais)
srfuch suich garty han ibrutcd ta s e kol indcssrnly, deford and hold the sther partics Eex from ary
lishility therefor,
Mo party shall ever be responsible, on w price basis higher dhan the prive received by such parey, i my sther pariy’s
Ieson ot oy ovnnes, el | vurchs ol gaety's levtint o dovalty el deould demind s feceve semlemmi oo ol gher
price hais, e party costributing e afected Leass shal bear the aditional rryalty busdem stsbutable 12 such bigher prise.
Mething contmmed in this Asticls 1115, shall be deancd an s - afi o bsrchy,
wied i the v T S e Pt e comtaie o s agraman jeinily owned Lassas, tha parmes undi vl imenits in
ssid Lesschelds all be docmed separse leaschold mterests foe the puepsses of this sgroosent
© Sasheequenily Created Inbresis:
IF my party has contribited harete s Lessg or Intorgst thai e now or hereafir Bacamias brdened wth sn sssigramomt of

Ben a ooty
‘nﬂumd-ﬂ.u afier the date of this agreemeni, sy pasty creaies an cvemidng sy, predussen
pavecnl, st p i ol p icm or other burdes payable sul of prodection sribuishls o its worling
indereit heramder, s brdes aiall be dhoemecd 4™ Ssheequenily Crested Intere™ Further, if sy party has comtrbuted
hareie u Lowes or interest burdened with sn overriding reyaliy

- preductios paymsmi, st prafits iboesis, o sther burde
payable our of produstion created priog 1o the date of his sgredmsent. snd nich burden is net dwwn on Exhebit 4 sudh
hhinﬂhl_l-wrnﬁdhmkm-hhh_&hh--hm

Inr-hunlumwlh-u— -umm:l-nm
The pasty whose imlerot o with ths Sebscquently Created Intarcst (1 "Bardencd Party ") sball svsume and

wlen bear, pay md dischaige the Subsequently Crested Inciest mid bl sndemiy, defend and hold hasmless te othes
partiss From snd sguing sey liskility dvorafor, Furthor, if the Burdened Party fadlls 1o pay, whon dua, it shass of expanacs

«h bls b o, all previvicms of Asticls VILE. shall b cnfarceabls agaimi the Sub iy Crsated Intsrent in the
snmel mnanner 58 they are mfereesble sgaing the working interest of the Burdened Pacty. 17 the Durdened Party is required

umder fhis agrecmen Lo winigs or relinguish be any other party, ar parties, all or o partion of its morking isteresl md'sr the
produstion sitibuishls derein, said other party, or pasties, shall receive said asapmesnt snd'sr prodestion [Tes smd cloar of
saad Subsequently Created Intesest, and the Burdened Pty shall indessily, deflend and hold harssleis smd sther party, o8

mmmw&wmdm

TITLES

A Title Exanesatica

or o of drilling opoations ENT-

examanation ikall be made oo the entire

* ol Urit i the pevgesed wel . The spirnien will inbade the samershi of the

interest, mamerals, royalty, avernding reyalty snd preduction peyment s under e spplicshle Lo, Fach purty contributing

Leaven amdi or—dnil—asid—Chas—vdcrests to be included in the DFillklec—sf Drilling Unit, —4—appssficier shall furmis to Opsraior

all abtracs (imcluckng federal Lease datus reparts ), title apmions, lle papers sd sarative material inits pesscasion free of

whargs. 411 sl informsti o net in S posidision of o mada svelabl @ 1 Oparaton by S parsios. but nagaary for the
axamination of the title, shall by ebisined by Oparaive, Oparstor shall ceung tidy te by oxamained by sstormays on s staff or

By custmids aorneys. Capoes of all ttls spiviam dhalll bs furnished 5 sach Drilling Party, Costs inearmed by Operater in

plirs, abstrmcts, pecuring curstive materuals leespaid sutede snomeys msel leagl_luery oo wle cvammnation jini &
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apinians md Eviden erder lifle spuniem) and slher dreet chamges a provided in Exhibit "C” shall e barse by the Drilling
Partizs in the propartion that the mscrest of sach Drilling Pasty bears to the total interest of sl Drilling Partien as such istcrosts
wppenr in Exbibin A" Operstor shall make ne charge for savioes rendered by s sl smemeys or other perennd in ihe
performance of the sbove fanciome

Tagired
Operator shall be responuble for all 1 la am
and reqerding of peeling dovignations or doslarsiions wd itiati as wall as the semdeet of bearings




A
st
o
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&10
I

(]
HE

Iu-‘;ﬁﬂmhm'mh paid ba suimdy atamays and lgaes brokars whidh se sseeqiated with beanings befoag
wis, wivl which eedts sre mecessary sl preper for the sotivimes contompleed undar this sgroemst, shall be Sreot dharpes v the
Joint moceunt amd sdall nat be covered by S sdministative overbead charges m provided in Exhabit 0"
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Opembar dhall gaks o charge for samvuced resdeded by il MW allom eyl of other perionsel i Lhe perfermants of the above
Ranctons.
o wedl shall be driled on e Contmd Ane until afler ( 1) Be ttle b the Dullgie-of Tnlng Unt abe,, bas
Tboeen emmrrined &5 ahotre prowided, smd (T S tithe o been approved by
all of e Crilling Parses in such weil
B. Lows or Fadbare of Tille
VE ol le Stoddant Cil and Gas ktered of Dl and s Lease be loa taough Scure sfnde, whadh madngima

Fim D e o ssdesed e fasi o dhoss e Fakehd t0 T v el sarsded it cosirisdang Hee o alleeled fawer - Snleredd
" ik " - g " "

o - N Skl R I PR T W—— ki 4 ——
Sl B
.
(ifieludini f-ap
— 515-paideerinencrmel. b dhee
etz on of the

e

alrbdedeeduribe Goiimoie————————————  aam———

1ot ™ eihesperoec i

ot-pfthe sl ef ol efatiefk-dewc | < IPmmmier st Praes Seel st 5 v B d.

——————{a) oy Bability to scomEL 4 4op
T -l -

he-Lensm-m-lateresi-d

A -l o b

eniiene st - hewahe

12 Lenpes-afid- [nterest ond,

13

EHUHHWHHHHHEHSH&&MHBEHQEU.‘

BT

43

{a} The party credried wth comfilaming the-Gil-and-Cas-Lss
&l bear abone e

Py Payimen 1 I, therough mistake or overs gha, sy rengal, shuln wed
mﬂ.muﬂmwmymwmwmwumﬂunmmﬂmwmw
Leiete of inbepedt i fiol figd of (& eroneoud ¥ paod, sewd @ fend? & Lowbe of Inlered bermmenited, there dall be oo eteetioy

Esbtlity ageessl the pariy who foled o make pack payment Usless e party who Silled to malos the negused peyment
secunesa newlsie or lnberest comeng the mave Enened watken renety (30) days fromthe dscovery of the fulore o rmice
proper payment, which acqaates will ol be subpect 1o Anticle VTILB ., e mienests of the parizes sefecied on Exabel "A"
shall be revazed on an acrmge bass, effective as of the dale ofSeainaion of the Lanse or Inbarest arvalwed, and the ety




&7 whio Builod s ma ke propor payvesant will v |oagm b awdited with w intorest in S Contrast Ares on scoout of sumarship
A= of the Lease o Inberest which hiss terssinsted. 1 the pany wheo luled 1o make fhe required pryment dall net have boen Rally
- seimbursed, b the Smms of the less, from the presseds of the sl of Onl and O attributabls g the best Lemiz ar btarest,
40 adeuled om wn wereige basis, For the develspment and opersting 2osts previously paid on sseount of such Lease o Inbere st,
51 it sbiall e roimbrarved for mwsserored acual covis previcusly paid by it flst oot for ity share of the sest ofany doy hels
42 previsusy dalled o wells provisudy shandoned) fram so sk of the follewing s is nesgssary o offest raimbuarameant:

L1 ] {8 Preseceds of Chl and Cins produced priod 1o bomnsti on of the Lewie of kaleres), bers opersting expemies and |onie
L bnden chargeable heroundsr o the parven whe faled to noke payment, previsusdy scorsed o e arodii of the lost Leasc or
35 et o B Bereage basis, up e the smoeust of unrerovered cests;

L b} Proceeds of Oal and Gias, bess opersting expenses wnd bease burdens dhargeable heroande 1o the persom who (ailed
Lo b mmakic paymsent, g lo the ameust of isrccovercd costy attributablc bo ot portios of Ol and Clas therealier preduced and
L markaiad (e cluding produstion from sy wells swras@or dnllad) which, in tha sbaangg of sach Lawes or bsbavas doms nstion,
in would be sttributsbic ta the Teat Lesor ar baterest on an soreage bassis smed whiich s 5 rewalt of pach Lesse or Interes
L termination is crediied 1o othar partics, the prececds of said perSan of the Ol and {las 82 be contribnged by the cdher partics
&l in propartion ts their respeetive inferests reflected om Exbibit “A% md,

& {c) Ay mnis, up 1o ihe st of wwccovered costs, that may b paid by any party who is, ar becames, the swner
&1 of e Lawss or Imtarest loss, for the privilops of parscipating in the Centrest Arva or besoming » party o this sgresmant.

&4 !.Mumnlmnmmdnﬂw—mﬁwmm-mu
&3 and 1% B2 abave, shall be jointbesscs and shall bz homse by all partics in propartian s their intersats. dhawn an
[ bt "A." Thirs shoall imeiluide bist mot o lirvmilend vo whoe loss of mivy Lense on Ineres thevagh fnilure to develog or beomise
&7 capress o implicd covenants have not been performed fother han performance which requires snly the payment of mencyl,

[ el tha loas o wivy Lassa by anpirssien ot da i o ivs prinsary toem if it is not romewad or axtondsd. Thare shall b na

& readpistieosd of wbaeits m e ismainig portien of the Costrad Adca on sccomil of sy jonl beas.

L]

T il eri-or wae k- s -l rissry.
T30 da B paniadprev

3
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ARTICLE v,
OPERATOR
A Designation and Eespansibilitics of Operatar
shall be the Dt of the Comrisn Asen. snd shill ondun

and direct and have full contral of sl eperations oo the Confract Arcs s permitted and reguived by, snd within e linsts of

o g off serviee b Hﬁwwwﬂluuhﬂmw
m:ﬁuﬂnhmﬂuﬁﬂuﬂhkﬂ-ﬂuﬂmwumkqﬁd i be umderak
with the eledian p dl in s g Dﬂmﬂﬁluhdﬁmﬂ,ubﬂdﬂmlu,mworu

Nmﬂﬂﬁwh“hhwﬁﬁiuuﬁmm-ﬂumhmuhqm
party. Operater shall comduct #s achivitics umsder this agroomont as a reasenablc pradont sporager, in a poed and werknmsli ke
mmmner, with due dligence snd Sspstch, in with gead ail = andin comy with sy Jaw and
vugulasion, bui im ne sverd shall it havg sy liability as Oparston 10 S odhar paties for |oves sustsmed or Babiliaes incured

wxcept such an may rendli from gress negligense or will il misconduct Sex Arsde 341, T
B. Besgnatios or Remaval of Opersbor snd Selection of Successar
1. Eesananon or Remowal of Operator Dgrerator may nesipn ol any Sme by piving writien notos Shenecf 10 Hon -Dpermons
If Operance termemanes (05 legal enstenoe, Ao longer Owerd B0 interedt hereumder in the Conract Ares, o o o longer cagable of
sarang i Opertor, Operator chill be decmed 1o Bave revigned withost amy scfisn by Non-Operstars, cucept the selection f a
succewwer Oporator wary bs remeved oaly Ser good caus by the alfirsative vobs of Sen-Opsraiva awring a majeriy infcrat
Baigd o cumorsheg s devun sn Fahibet 47 ramsining sfar axcluding the vonng miarasl of Oparstor, much volg dhall not by
decred eifective umtil @ writien motice has beoom delivered te the Operster by o Nen-Operater detailing ihe alleged defamli and
Chperater ban failed to curs the defaudt within sirty (0} duys from iss rocsipt of s nosic or, if e default concems an
eperation den beng conduned, within Fery-cight (18] hours of e reciipl of St notie. For purposes bimeol, “goed eouse” shall
nnrean ned only gress neghgenes o willfal raseonde bt sl e msteral bresch of or mability o meel the standards of
cperabion cordaned in Arbicle V. A or motonial failee or imability te perfonm it obligafiens mnder thes agrecosmi.

Saghjast ta Aaticls VILDUL, esch rasiguation s romaval shisll nst basomms effoetive sl 700 o'dock &M o the fint

dary o ot calmvdar momth following the wuparstion +f vy (90} days afber the givieg of nosen of resigaation by Ogarstor
or achien by the Men-Ogeralons 1o remove Oporatorn, mnleis o successer Operater b bemn sdected and asvames the dufies of

Operstar st s carlier dwte, Operstar, sher effective dwse of resignatien or remaval, shall bs bound by the torms ool = s

Hen:Opermor. A chunge of 0 corpernic meme or sructure of Operster or ramier of Operstor's inierest v mry single
idiary, garerd o peration shall mot be the hasis Far remavall of Operater.
2 Sabwtiom ol Orvarator Lipen th sasignti en of remaval of Ogaratod imader sy provisien of this sgriamant. s

wum-sior Ogeraton shall be selected by the parees. The successcs Operater shall be sddecied from the partics ownng oo
anerit in the Contracl Ares ol the b sudh successor Operaton 16 selected. The sicesisor Operater shall be sdlected by dhe
wifirmative vote of the tee (1) ar mers partics swming & majerity interes basgd om owmarsbip 33 dhaoum on Exhibes A%
provided. however, b an Opersbor wiich Bas boen remeved o |s domsed 1o bave rel ged Bulls te vale or viles oaly s
sueeeed reell the miswerior Operater dall be eelected by the alfrmative vee of the party of parbe: cwimsg & iy
inicrest baned om owsseribip as sown on Exhibit *A* renmining aficr cxclufing the veting interest af the Operator that was
remerved o pesipned Tha fermsar Dperstor shall prempdy delives s the seecesser Oparsion all regerds and dats mlesag io
the cperations cenducted by the former Operater to the catent such reconds and data e mol already in the pessession of the
BECET R Gperatar. Any caat of shtsining o copyving she farmr Opsorators recoads and dats shall bs charysd 1o the jine

3. Effast o Demboruptay, [ Opirstr bisaams ineslvent, bankrupt o i plasad in recsiverstsg, it shal be daamsed v bavs
wewi gt witheut sy stion by Nen: Opersters, eveept the selection of 5 wsccetsor I s pevton for nedet under e fedend
bankniptey laws i Eled by or st Operator, and the ramoval of Operaton is provenied by the federal bankeugptcy count, all

Man-Operaters wmd Operstar dhall compriss an indenas oparsting comumiig ta seren until Operster has clocted bo rejuct or
sssurme this sgrocnost puresant 8s the Bankrepiey Code, and an election 1o reject this agrecmemt by Operster s o debier in
peiscamen, #f by §wninos i banknaptey, shall be deemed & rem gnation & Operator wotlou sy sction by Non-Dgeraton,
wxcept the wllection of 3 successsr. Dunng e period of ime the oporating commiffes conirels operations, all sctiom: dhall
roquing the appresval of e (1) or more pariies ewming & magity intoest bused om ewsardhip as dherum en Exhibes “A" In
the cvont there me orly bae (1) partics 1o thos agrecmesd, dunng e persed of Bme the spoating comnutice comtrels
aporstians, o third party scoepishls ta Oparsior, Wan-Oparster snd tha ederal Banknepicy comt shall by salactod 3: 5
mermber of il sperstny commimee, and all snons shall rapare tie sppreval of tee (1) memibers of the oposting
csmurattes withaul regard for their infersst in the Comiract Ares based on Frbibit "A°
€. Emplayees and Contractors:
T sumber +f cmployees o contractom wsrd by Opcrater i comductny operations heromder, their election, and g
oy of |ahor and the compensasien for services parfenmsd shall be deiarmined Oparster, and sl ssch smplovess ar
shall be the engpluoyees ot o Operator.
. Rights and Dutics of Operstar:
1. Gompebtive Patss pad T of Affikatss:, &I wells drlled on Bhe Confract Arsa thall be drlisd on & compeiiive
contract basia af the ususl safes prevailing in the srea [f it so devires, Operaior may employ i own loos 3 equipment in
the drillireg +f wells, bt itn charges therefor Ball net cxcsed the provabiag rates in e arca and the rats of such charges
shall by wgmasd upon by the pariies in wrniting bafars dnlling operstioss sre commanssd. snd sich werk shall by parformed by
Dhperalent mber Mt same lerms el comsdibions a8 are v mndl sl § aren in contrachs of independent contracters
who ars doing work of a similar naters, AN work porfermed o mebarials supplied by affiliates or relaied partics of Operator
shall be perfermmd o mipplicd o compenitive Te0ee, v 16 WivBen g ol md in sooordanie with e oms sl
standards prevaibing in the industry.
3. Dischaces.of Jeind Acoount Obligations!, Exoept s hersn othermese specifically provided, Opersior shal prompily pay
and dichurgs axpanien moured in B devalopmart and sparabon of the Contract Ares puriuant b S sgreament and il
e each of i BaFTEE her sl with thaw esperlive proporbonats thared upin he expends here provided m Eolibal “C_"

Oporator dhall keop an accursis record of the jeint acceunt herounder, dawing expsnses incamed and charges and creditn

masde and reccived

3. Frotestion from Lisny; Operator shall pay, on causs g be paid, as and when they bessme Suc and payable, all sccourss
of contrasions and supplers and wages and salaries for sarviees rndered or parfermd, and for materials auppliod on. o or in
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™ respeet of the Contrast Ares or mry opeorsdions for the josst scesont thereed, md shall keep the Conrat Ares fres from
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ligns and encumbeances renilling terelom exeepl Far thase resalting frem s benas hide hpnuuuﬁdmmh:
b materialy spplicd.
4, Custedy of Fandy; Operstar shall hald for the sccount of d Non-Operstors sy h—thth-Op—-nldnnwi
o il v tht Dhperaton, alltr B thee dondest ol igarti ons mn‘tnﬂttf‘lﬂil[mhﬁ:
Cotraat Ares, wid such Rands ﬂruﬁhhﬂtfﬁmupﬂmnﬂnrmtqrmmﬂuﬂ-ﬂ}
&

ueed For their inianded purpose or stherwies delivered io the Non-Opersers or spplied towand the paymest of debis s
7

provhded in Asticle VILB. Nothing in this parsgraph shall be 1 estabs lidhucnary rels 1p bietween Dgeralor
&
el Bomr-Dperators for sy purpess ol thim 10 secoml for Nos Operster fandi i berein spafically provided Nothesg in
]
this paragraph shall vaquire the maimienss by Opersser of soparse ssooumis for ihe fumds of Sen-Cparsiors wnless the
paties oflerwise spee feally agree.
. dooerr to Consrmet Ares and Regerds; Opsrator shall, sxcept s otherwise provided harcin, penmit sach Nen-Operatea:
o s duly wathioriped representntive, @ e Nen-Opermlers sole nak snd o full snd free smmess o ol ressonable tmes o
all opersions of svery el sl charaster being. comdusted fo the it acsoust on e Contract Area md 1o the rsord of
dunad chara on o pradu b v inwbading Cparssers Books wsd raesrd s ralating shavato Sch sioiis
mrghits shall nst be cxccised in & mansr nbafonng with Dporater’s condict of an operation heromda and ihall st oblipate
Operater 1s humish sy grologe o prephyaical data of an interprenye mitare unbesi the coel of progarati om of ssch
imterpresve dats wan charged te the joamt secoumt Operater wall fuerrish to sach Nen-Oporator upos request copics of sy
and all reparts and infermation shtsined by Operster i sormsetion wils produstion s relabed ilems, including. witheut
T ati . mseter el ehiit deponts, peosduction puidhis r daterosts, fus tdets and menthly geige reponts, bin exchadiig
purchase cormracts snd pricing i e the cutont not e the pr of the Nan-Operater secking the
informatan. Amy ssdi of Operstar's records relafing o amownis cxpended and the sppropristencss of mudh copendihee
shall b wendistid s wdun with the ol wpasifind in Extibit °C
n & Filbmg aeed Prrmshurg Cevermmrtal Foparti, Operator will file, snd upon writtansequet prompily fumsh copics 1
F2 mem.*wvfﬁmﬁmﬂmﬁmmmwm
E
o

requirgd to b Sled by becall, S, Federal or Indian sgancies or itigs havisg L
mmupmhmmullﬂy“uﬂhfmwuw“mmhl

HEH¥HEE pEEEzTTESIODSS

530 whioh M Operser il promptly whisa Noa-Oprstons in sdvanes ofthe dse o which s wll s o b spudded,or the dets on
whie

B drilling eperstisns are comumeniad.
i Oparstor will sendl Lo NesOperston such reponts, st reslts sl nefiees regarding e progress of spastions on
the well = the Mon-Opersiors shall resarably request, inchading bul st limited s, daily: deilling reperts, completion reparts, mmd well Lage
iaiChparaten shll adequandy vesi all Zenes d which may ressonsbly be cxpesind in be capable of
produsing 0d and G in paying i s @ sevdt ol i of the ehostic log o amy othes logs or cores o besls
condusts d harounder,

E._ Coal Estimaiey’ Upos request of ary Consesting Farey, Operster shall Rarnish estiomics of current wsd commlstive cosis
tveurred For the jovnd setind o searionable intervals durmig e condist of mny speiaten puiiusd b s sgicenmsd. Opeister dall ned be
Wﬂchmh#-ﬁlﬂ-hﬂ-ﬁ-ﬁnn—kiﬂp-lhih

% lovsremee’ Ai all cimes while epermtions wre comducied b . Operwtor shall comply with the werkers
compensation law af the stale where the operafions are being conducted; provided, hawever, that Operster may be 4 sl l-inem e
Fertratrtrrr e romprmessme-brery s owhich ovent the snly charge thet shall be mads o the jemt socomnt shall be sa
previded in Exhibit "C." Operator shall alse camy or previde insumnce for the beneifit of dbe joint sceount of the parties as
suflingd in Exhibit "1 sftached hereta and made a past haeol. Operator shall require all canfracion engaged in work em ar for
the Conmast Anes 1o somply with e werkers compensation low of the aste where dhe spemtions ae being cendusted wd 10
maimtaim such other imsurance as Cppcrater may reoqene.

I the gvani srisamebil ¢ liability irsmsncy is gpaafied in said PExbibil “03,° o ssbuoguandly recgives the spproval of the parties.
i firaet chiargs shiall ba mada by Oporstar for promisams paid for sudh imurencs for Oparator's snomosing

B Y ERME B R e e e A ae R e e
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" shall theren
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A, Tratiad Wall:
O o e fome the day ol - Ogeraton shall commsnce aperstions fon the drilling of
the ininial Wl 8 the Fellvwing location:

Eagee
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The drillimg of the bnitial Well and e pasticipation dherein by oll parsies i abligstory, mbjeet o Arficle VIC] 31 85 participaSion
in Completiom epersions md Arsche VLI a5 io irminstion of sperstions wed Articls X1 wsie openrmmss of foree majoure
B. Subscquent Operationa:

1. Progosed Operstions: I sy party herets should desire to &l sy well om the Contrsct Ares oflser thos the itz Well, o
i ey oty shoaldd dusire se Baowvak, Sideinack. Dospan, Bafies. Recompleta or Flug Dack o dry bals or s well no longer capable of
predsing i paying quasSScs im which ssch party has not otherwise relingsished it i in the propessd b jective Fane under
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this agsesment, the party desinag 1o dill, Rowod, Sidetrack, Deope, Rofias, Recomplots o Plug Back wch 2 well dhalll give waitton
matice of the prepeasd operstion o the partics whe have sod stheranise relingu shed ther inferest in nuch chjective Fone
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umsler this agrecment amed 16 all oller partics an the ease of & progosal o Sidetrmcking er Decpemig, speatfiing e work 1o be
perlommed, the lecation, proposed dopth, obpeative Zonc e the cotimated com of the speration. The pastics 1o whoss such s
matics is deivered shall bave thirey (30) days afber reccipt of the setice within whish io netify the party proposing ta da the work
whether they clect io parcipate inthe cout of the propesed operstion. 1 drilling rig is on lacson, nolice of 3 praposal 1o

Rowork, Sedetrack, Fofras, Recomyplote, Phag Back or Dospen may b given by telcphose and the sopons peried sball b Limited o forty-

aight [ 85) besuars, amslusive +f Saturday, Sndsy snd gl helidays. Failurs of s party 1o whoms suehnetics is daliversd te raply
within tha parved sheva fived shall coratinng an doction by that ety st ta participsts in S oo +f S poposed aporstien.
Ay prepesal by @ party 1o cendiict in operation confbchig with the oot on tmtisly propescd diall be devvered 1o all parses
within #he fime and in the manser proveded in Article VLES.
IF ol partics ta whom such natice is ddivered clect to parscipate in such & propescd eperation. s partiss shall be
wornatiially oo i el 1o participate derein previded such oprstions i comimeed within e time e od b esfier e
Forsh, and Operator sdall_ ne |abor than remcty (W) days afier cxpiraion of the nofice period of thirty (30) days for m
prompy w praciicable afier de expirsiios of w Toriy-eight (48] hew parved whan o dnlling ng is on besasen. as the cam
miry bep, sotmlly commence e prepeicd speraben and therealier complete 1t watk due diligosce ot i ik and expese of
e partics parfiopating Surein; provided, hawever, said commemcermeni duic may be evtended upos wnitos neficr of ssme
by Oygernton i the oty parties, Tor o peori ol of g b0 tharty (30) wdditional days i the sole opimios of Opersser. such
ddrticnal e ik ressonably sdvesiy to obtsin pammts frem peveminemal suhonitics, sl mghts Godedbing nglae-el.
wary) on appropriste drilling couipement, or 8 complete il cvsmination er crafive mer reqused for kile spproval ar
ascapiane. [Tihe scnsal aporation has moi bren commensed withis the Sms provided dindluding sy exivnsen triof w
spealfically permutied heremn o in S loree majore provisioss of Asticle XT) and of any party bereto sl destres bo conduzt
said speralsen, weillen molice propousy sume nusl be sesubsailied b the sther partses in secordance herewath s i no priot
proposal had been made. Theds partes St dodl net parscrpate i the dnlling of & well for whech a proposal 10 Deepen of
Sidetrack i mads shall, if suck partizs desine 4o parScipste in the propoued Decpoming o anp. opsration,
reimiburss the Drilling Parties in secordanee with Artiche VLA, inthe event of 8 Deepoing operstion md in secordance
with Arbde VID2. imthe event of & Sidorling sperstion.
L Dipersting by Legs Than All Partizs
{8) Dieiermsination of Participation I sy party to whem such sotice is delivered as provided i Amicle VISA. or
WAL, {Optien Mo, 2) slecis not s participais in the propased speratien, then, in crder ie he ensidled ta de bensfies of this
Articls, the party or parties givirg e notice snd such othsr paries s shall elect o participsie = e ogerstios shall, ns
Inbex dhoans ey (%401} dhrys afber the expirstion of the netioe period of Sy (%) duys (oo o prompdy as practicable afier the
enpiratan of the Berty-eight | 5) bowr period when o dnllsg mg s on loestion, o e case sy be) acally commnss the
propeacd operation and complets it with due diligence. Operator shall perform all work for the sccount of S Comenting
Partiex, provided, boweon, if ne deilling rig or other equipmant is on losation, snd i Oporstor is o Nos-Consesting Party,
the Canscnting Partics shall oy 1) reguest Dporlon o porform e worlk roqused by iauch proposed sporstion far the
weeoumnl of the Comenting Parties, of () deignate ome of the Censenting Parties as Ogeralor 1o perform such weork. The
rights and dusice granted to and impaes o upom the Operater under s agrecment are granted te and impased pen de party
hu-d-ﬁp.ﬂuﬁrnmﬁn.uhnhhmnﬂﬁp.ﬂunlmtmm(‘ullﬁ.l’-iu.-l-
jois o the Conret sa this Ariela VID2., shall comply with sll verws snd condin s of this

grecment.

I ess than all partics approve smy propesed apmation. the proposing paty, i baic by aftar he sxpi af the
spplicable matice peniad, shall sdvise all Parsies of th toeal intarist of S parties sppeoving such sporation snd it
recomneilat on i 1o whiter the Comsentiig Parbes sheuld procoed with the operstion as projosed Each Consating Pary,
withim erty—cipht {£5) Bours {exchusive of Sshuday, Susdsy, and begal helidays) afier delivery of such notice, dall sdviss the
propasing party of ins desire to (i) limst partiipation 1o suah party's interest i e an Exhibit =A™ o (i) oy saly its
prepecenalc pat (deisrmned by doading such pasty’™s sierest in the Contiact Arca by the mboests of alll Consmting Farscs =
the Camtrsst Ares) of Non-Consonsmg Parties miaroste, or () csry iis propomionais part {&dommingd ss providad in (i jh of
Nen-Comenting Parties” interests logether with all of & partsn of it proportionste pant of siny Nos.Censesting Pasties’
imigrents dhat wry Comenting Party did not clest e take. Amy inbarent of Non-Censenting Farti ox that is not casried by
Cansenting Party shall be dsermed i be carvied by the party propasing S aperstion if much party docs not withdraw its
progosal. Failure io wdvise the proposing party wishin the tee roguired sthall be deemed an elestion wnder i) I the oot o
drilling rig is oubesabon, metics may be given by scdophons, amd dhe Gms ponssicd for sch a repenss shall oot cueocd
tstal of fortyzight (0) hewrs [enclusive +f Sshurdsy, Sundsy snd legsl helidaye). The prapesing party, st it sboction, may
withedraw such propesal if there is less dan 100% parscrpasen and shall nosly all parses of such dedsion waddn ves (10)
iy, ee wollan Twenty-lou (24) howwrs i 8 drllasg mg i on oeati om, Fellowang expration of e apphicable reiposse penad.
IF 100P % subscriphion o the proposed oporstion is obissed, S propesing party shall prompely netify the Cansenfing Partics
of e 1 aneenesis in the 1 d the party serving a5 Operster shall commence o opeorstion within the
anwH-Mdim.LMhh_d-ﬂuﬂumﬂh\-
k) Relingashint of bterit fre Neo-Pticipation, The entire cost and ik of eondusting rueh operation shall be
barms by s Conscsmg Particnin da propersans sy bave elected to bear same sndar the torms of the preceding
parnggaph. Comanting Pamies shiall bivg the lvasahodd estaies imvel vod in sich spersens Bos mmd olos of all lisns sd
encummbrances af every kind crested by or arising from the eperations of the  omsenting Parfics. B ach an oporation resdts
ina Ay hoda, than aubjet 16 Arselas VLDA ssd VLES . the Canumting Parties chall phig snd sbandsn tha wall snd ristors
the aefacs lesation s thair sale sosi, i and sxpoms provided, howeve, dat thors Nen-Comamiing Fartios that
participated m the dnllsg, Decpenng or Sidetracking of the well shall remain bable Gor, and ihall pay, their proparssnate
sdarcs of the cost of plugging and shandoning the weell and restaring the warfacs becatien insofar anlly ax thass costu were net
inereased by st subsequint opirations of de Comenting Pams W wary well drilled, Beworbed, Sdommlad, Despened,
Ristaced, Recompleted ar Mugpped Back under the provisions of this Arficle resslts i o well eapable of prodecing O ssdior Cas =
paving quastities, the Convmiing Parties shall Comsplaiy snd equip the well o produce st dhwir sels co and risk. wnd the
muuhnﬂmuwuuwnmmuw}uuhww-uu
mﬂhmmnmmm;m wfap fea the dnlling,
idetmdi =, ,_,um“m&ﬂwsﬁﬂhtmmuumﬂh
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Dieepening, Recomploting or Plugging Back, or 2 Completion purmuet o Artiche VLC_I. Option No. 2, ol of sch Nen-
Comaniing Party's interest in S productios obtaimsd from de operatios in which the Nos-Censmting Party &d nod dlest
o participsta, Sech rolmcquishiest dhall be offecton ustil the precesds of the sslle of such share, cslaulsied s fhe well, o
markst valug Sareod if wuch sharg is nes seld (afiar dedusting applicabls ad val orem, produ ama] qusies taves,
soyalny, eveimdn, reyalty smd other imlereits not excepled by Article ILC. payabls ol of of mcasared by the productios
Eromm wsch well sccnuin, with respect ba such inferest ushil it reverts), dhall ¢ el the total of the Fallowin,:
(290 o+ wasch sach Non- in, Party's share of the sest of sy newly seqeired rorface s pmost
hayend the wellbisd connastian: (including bl vl besited 1o siodk mnks, separsters, trestors, pumping squpmarnd ssd
i phes 1007 oF sach mich Sen-Comsanting Party's shamg of tha cost of sgarstion of the wall commenang with first
10 preducti on and contimsing wtil esch such Non-Censenting Party's relinguished imterest shall revert ta i1 under other
u previsens of s Armede, it bein, o reed that each Non-Consentin, Party's share of such costs anell ¢ pmenl will be that

W B A A R =

1B mterest which would have been charsabllc ta such Nan-Conserss, Farty had it parscipsted ind well frem the begimsing
131 of the sporatiens_and

i ) 300 %% of ) that potion: of b osts aned cxpemnes of &l Reworking. Sedetrwcbing, Despering,
B Phegging Back testing. C: amad atbaw diduicting sy canh Aricls VBLC.,
1 wnd of () dhat parten of tha cost of nawly ssuired s ipmant in the wall (1 snd including the wellbasd ssnneetisnsl,
17 which wesald have been char,eable 1o such Men-Comismting Party if 1t had partopated therin.

1L} Wotwithstamding arythin, toshe contrary indhis Arsle VLD, T the well daes mot reach the deopest obpwstivg Zone

» W-MMW—MW%M

el arthaianre rom chor s rmebbr o the hal, 1. klr Crraicer shall
43 Won-Connenting Fasty wha subritied or veted fur-llin—.ﬁr:’rw under Article VLIES, to

nw.mw&*—-ﬂﬂﬂﬂ—mu .

Comentin, Farty shall have the optien to participate in the initial proposed Completion of the well by paying its share of the
b1 et af deilling the well 8s its actusl depth, caleulsied in thse marmer provided in Astiche VLEA, (a). sy such Non-

B
thee well i a

b Consertim, Farty ot nat dhoct 1o ipats im the first C i Far auch well, the relin uishmst provigiona
5T afihis Avids VLB (b} shall apply b such party's interedt.

- &) Reworki ! ins, B flack, An doction not 1o participate in the deilling, Sidosacking or
= Ihoq-qﬁlﬂﬂhhﬂdn“uﬂ»pﬂl"ﬂmqiﬂlﬁqumﬁukmm-
b such o wall, or portion theres§ to whish the imtal nos-sensent dlogton spplied thaet is sendusiod st vy ima priosse fdl

=

recovery by the Consentm, Partics of the Non-Conserts, Party's recovpment el Samalaly, s elocen el be
paticipate i the Complots, o Reoomgpl etin, of 5 wall shall b domsed o dection net 10 participate = wy Refiseins O Reworlas,
eperation prepesed in wch a well, s portion thereof s whish the mitial nos-comen dochion spphicd that is cosdusicd st
amy time priar io full recavery by the Canserfing Partics of the Mon-Conventing Party's recoupment amount Amry mch
Fefacing Reworkany, Recomplotng or Mugging Back cperati Auring the peviod shall be deemed part of the
cast of aperstion of ied well md tere shall be added to the s 10 be pecosped by ihe Comsentin, Paties L] L
thad portion of the cests of the Rewarkin, Recomplating or Pugin, Back sperstion which wauld have bean charesble s
wuch Noa-{anummting Party had it parscipsted thersin. IF such s Refragms.  Rewsrkan,, Recsmpleting or Pluin, Back sporstion is
peopancd durin, wch receupment peried, the provisiom of this Article VB, shall be applicablc as between said Convestin,
Partizs i v weell.
[‘mh—ﬁwﬂﬂmﬂ-_rﬁhnncﬂdbmm“m\
chee of preduction, sr e proceeds derch Partics shall be respensble for the paymment of all sl valoros,
m‘mnlm,ﬂmgﬂﬂ'mmﬂﬂmmmﬂﬂwmﬁh
mwmdmuwwn-imnu
In e canc of sy Refracing, Thagim, Back, 1 in, or Dcepering aperation, the Coneesting
Parties challl be permned ro wia fres of sost. all casin. tobin, snd et ¢ uipment in the weell, bt det sunarship of all
wwich ¢ aspmment shall resmmin wehan e and upon sbandenment of 2 well afier such Refraoms Beworking, Sidetacking, Pu_in, Rack,
Recomplenn, of Decpemng, the Consermng Punies shall sccomi for ol such equpment te the swners theresl, with eadh
ity resavan, it properssnale part m kind o m vabie, less cont ol salvage.
Wit rivsery (900 days afier the completion of my sperssen wnder this Article, the party conducting the oport om
For e Consertioy Partics shall furmish cach Non-Comenting Party with an imcenlory sfthe cpspment in s connscted te
tht welll, wnd an iiermzed asemnt of the sest of dalling, Sidemscking Bafrasing, Desperss,, Plugin, Back, wstin,, Complots,.
Tecompleting, and cquippsy the well for producten; or, o ity opten, the operating pacty, in B of an ilcorcd slatcmen
of mach goste of oparatiom, ey submit o &isled statomant of meonthly billings, Fash monsh thareafier, during tha sy the
‘Consonting Farses are bein, reimburesd ss provided shove, the party cendusting the sporasiens for & Comaantin, Fartiss
shall furmdsh the Non-Consents, Parties woth an itermeed statement of all cots and hablines incurmed in the operation of
thie weell, fopethar with & stabemaent of e wantity of Ol and Jlas preduced o it and the smoust of procesds realized om
it b o thi weells wwerkin inbenit produotion duris, S preveling ot 1 deemsnn the sy of 06 sl G
produced during ame month, Cosncnting Farsos shall we indssiry acospied mtods sech s bt ot linsted lo setering o
panadia wall taste Ay smoust reslized from e sl or st dpoaton of sqepmant newly scquired s comn cion wel
wiry such operation which would bave been awned by s Non-Comanting Party had it participated therein cholll be credited
aguinst the total mwenamed cests of the work fons and of S ¢ uipmest parchaced in &tenmesing when the inferest of mdh
Moo+ Consermm, Party shall revert ta it is sbove provided and il there is & eredin balanee, it shall be paid 1o amh Men-

Conwarsin, Farty.

7 and whan she Comanting Parties recoo from . NoseConssting Parcy’s relssequishad sigrost the smosnis previded
For abave, the rehnqueihed inlerests of such Non-Consentag Party shall salommstically revent b ol as of 700 am. on the day
feill rwimg the: day on which such recospment eoours, mnd, s and afier such reversien, sudh Nom-Conscosag Party shall
o the sams imberest in such well, the material and ¢ adpment in sr pertainis, thersts, and the productios it

such Non-Comienting Party weuld have been estitled 1o had it parti iputed in the drilling, Sidorscking, Reworking,
Diecpemin,, Retracing, Pocemplot, or Flugin, Back of ssid well. Therealter, such Nen-Consenting Party dall be char e with and
shall pay its propemansts part of the further coms of the sparssien of said wall in sssordansa with the e of this

aprecmend and Exlob "C aftached berete.
B Stamd-Py Caste When & well which has been drillsd e Despaned has resched its suthanized depth and all bests bave.
been complancd s ot revults thimesl Barmished vl parses, o when sperstions on the well hive bom otherwise
-f-

L U2 SRR RO B YT E O e s R E AL Y HE BERY



AAP L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

termiinated pursuant 1o Arcle VILF., stand-bry costs incarred pending response 80 & party’s sotice peoposing 4 B sitaf-pg Reworking,
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Gdetracking, Decpening, Tt . Pragying Back oe Complcting operationin such a well fincluding the peiod required
ey Articls VILB.A, hmﬂummdﬂhm-dhmu”ﬂ‘l&dhuwm
apeiston ot completed Saud-by costs b e all partins ding. o cxpi i e responss time pemmtied,

il chever forel scoars, snd priar fo sgrecmicnd s 82 the participating mivrests of dl ©omenting Parfics purmast bo the bems
mf!umﬂdp-u-ﬂmﬂm}m|n.ﬂhnhu.ﬂuudhmupmd’dupmu‘m
bt i e propasal is becausc af i = wuch stand-by: costs shall be allocatsd
btrwagn the Canemiing Parses s the praportion qash Cossonting Party's inbgrest as shown on Fxhibic *A" boars 62 ghy taial
imtarest @ shows on Exhibic “A° of all Cansonting Partivs.
In the even dat netice for 8 Siderscking eperation is given while the drilling g 1o be usheed i v location, sy party
iy pequiesl aned reeeive up b Bve (5) additional deys aller expiratsan of the lorty -cighl ko respanis peried specilicd s
Arsicle VIR.L within which ts respord by paying for all stasd-by costs and other coats imcurred during much extended
Fespbi parieed; Openster may roquire sich pay s pay the estimsted sind by time in sbvasce 55 0 condinen 1 exiandng
the respomss paied. I meore than sne party sleets v take each sdditional nmes 10 respond to the netice, standiey coms shall ke
alacaad borwgan th paartics taking sdditicaal ome 1o respand o s day te-duy basia in th propersen asch slacting pames
imtarast s shaws on Exhibit *A" baars 1 the total mbarast a5 dowwm on Exhibet A" of all tha slesting parsas
4. D pealam IF less than sll parties diect b patiapate in & deilling Sidcrscking, or Devpernng speraben propoicd
pursuant to Article VLB.1, the micrest relingaished by the Nen-Censenting Partics te the Censenting Parties under Article
VLB.L shall relate enly snd bs linsted ba s bosar af (i) the tstal depth sctudly dnilled or () the shjective depth or Fons
af whih et pares wasw given oot under Arisbe VLB L "lmtial Objestive™). Suh well shall not be Duipened bayoad th
kutial Cbjoctive without first complying with this Articks 1o afford dhe Non-C osscting Partics the oppecaity e pasticipais
in the Deepering aperafian.
T thi et svy Corsanting Pay dagais o dnill or Deapan o None-Cansont Wall to o dapth balow S inital Objastiv,
wuch party shall give watics thereed complying with the reqeremests of Articls VLB | ta all parties lincluding “en-
Consersing Parties), Thearvupan, Articles VISA, snd 1. shalll spply and all parSics recsiving sush nefics shall havs e right 8
parsepate of nol participate i the Deepening of sach well paraisnt 1o said Arieles VL1 1 and I I & Deepenig operation
i appraved pursant e such provisioss, and if sy Nos-C Farty clocis I pasticipais in ihe Doopeming operation,
such Man-C omsenting party shall pry or make reimbursement (as the cae may e of the foll owing costs and cxpenses
(a0 0 thet propanad 1o Daapan ix msda prs o tha Camplatios of sech wll s s walll aapabla of produsing in paying
il g3, such Mon-Censenting Party dhall pay (or rimburnsg ©ossanting Parses for, a8 the e may b that shasg of soss
el cxpenies incured in connectiom with the drilling of said well Froes the srface 1o e Initisl Objective wisch Non.
Cansmting Farty would havs paid had sch Non-Censenting Party aprosd fe particpats Swrein, phos the Non-Censenting
Party's share of the com of Deopoming el of parvapatag i wry it spersens o e well m scoardanes with the sther
peovisioms of this Agremment; provided, however, ol coin for testing nd Completion or sHempted Completion oF the well
ineurred by Consenting Fariies prios te the peird of sceal aperstians t Deapen beyoss] the bnitial Objeatinn shall by for the
sl wigsumt of Censonting Purtiis.
b1 IF thie progosal is: made for 5 Non-Cansent Well that hae been proviswly Completed s s wall copabls of producing
in paying quanssics, but isne loager capable of producing in paving such Nen- ing Farty shall pay {or
romsbvrve Censenting Pamties For, i the case sy beliis proportionsis share of all coots of dnlling, Comspleting, and
equipping said well from e nrface fo the Initial Objective, caloulaied in the manne provided i paragraph () sbove, lew
e conts rooosped by the Comsenting Particn froms the sabic of prodwction from the well. The SNon-Conscsag Farty shall
allés pary ils progrtiomte share of all casts of re-onleramg smid wll. The Men-Coniasting Parbes” proposti cnste part (baied
o tha of sushwel] Man-Ci Pty woasld Bave owmed had it provicasly parscipased in s Nos-Consen
Well) of de costs of salvable mmterials snd cquipment renmmng i the Bole and salvable nariiee oquipmen used m
comnzstion with such well shall be detormined i sccordmcs with Exbabit *C.° If the Consenfing Partics have recouped the
wost of drillimg. Completing. snd equpping the well ot the s suck Deepaming. ogerati on is eonduated. then a Nens
Censcufing Party nmy pasticipaie in the Decpoming of the well with so payment fer coats inoumed ries e rosnlonag the
well For Deepaming.
T Feragaing shall not meply & night of sy Consenting Party ta progoss swy Deapeoning Toar & Non-Conson Wl prior
e the dnllsg of such well 16 (13 Enital Objeetive witheut e consest of the sther Comenting Parties s provedol m Amicle

¥LF.

4. Silstracking Any party having she right s participats i o proposed Sidetrscking operation Sat de not awn =
nbcrestin the aflosiod welllos o the tis +f the sotics shall, upen ol coting to participais, fodss 1o the wellbors owrs its
proportiansts shary (squsl o its imlerast in & Sidetrsdking operstion) +f d valug of st parsen of th axisting wellborg

1o be utikeed w follows:
=) IF the preposal ix for Sideiracking an exiiing dry hobe, reimbursement shall bs on the basis of the actual costs
Mnhuilﬂqtfﬁﬂhuhl@ltwﬂhm”u_ﬂd

() I the propeasd is for ing » well which has previosly preduced, res shall lbe on the basis of
-&mw&xdlﬂqim_—d-h-ﬂlﬁﬂkﬂd——hkh&
ot whach the % 1y operation is in the marmer in Artiele VILEL{h) shove Such party's
propariansts shars of the sost of the wall's sabvable maisrials snd squipsseni doum se the depth st which the Sidencking

opmation is initisted shall be detenmined i dance with the provisioss of Exhibit *C.*
Py & Ooder of Prsferencs of Operations, Exeopt s otbeeraring spgeifivally provwided in this spromment, imchudins Articls XV iF my
progead the conduct of en sparstion that canflivts with & propasal that bhss bean made by & party undar this Article VL ssch
ity shall have Blvees (15) days Bom dadivery of the smiial progesal, m the caos of & pregosal te dall & well of 1o per form
i operwtion om @ wall where e deilbing £l g o5 on logstion, of twenty donr (24) beus, evdsive of Savardey, Sandey snd logal
biodiolagys, Broms delavery of the initial propoial_ if  deilling g is on besaben for the well om wheeh sieh opeation i5 o b
comductcd, 1o deliver to all partien crded o participaic in e propoesed spertion wch parh's albemative preperal, usk
aliomaiy propessl to sentain sthy sama informasen reqaeid 1o b indbedad s the mitial proposal. Fach party sosaning sk
progoals shall deet by delivery of motice bs Oporabor wathin five (%) diys alter expirabion of e propesal poriod, of willes
turenty- foumr (24} hesrs {evehusive of Saturday, Sunday snd logal holidayshif o drilling g is o= lecation For the well that is the
aibjet of the propesals, 1 pamagets w o of e compeing prepeials. Ay pairy el el eenng wathan S naie required

shall be decmed met te bave voted. The propesal receiving the vete of partics cwning the wil 3| an et
snterest of the partics veling shall l-'n priaTity "nlnll wdbecr “,mp(h-l pnp-ull:-ln ch'z: nl’ﬂ:- vﬂp:. the
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mitial propassl dhall provail Operassr shall ddivar motice of suc resubt 1o ol partiss atithed 1o partiapats i the sparation
wathin Bve (3] days alter copiration +f S dboctiom it od (o wathin teity Fou (24) bers, i3 cluismve of Saturday, Susdsy
and logal beslidays, if o dnilling rig is +n lesation). Fach party shall then bave twa (2} days a0 twrensty-four (24) howrs f s g
is o Bevaman) froms reveipt of sudh notice 1o dboot by deivery of sotic N Cperstor (o par sipate in aich sperstion o s
welimagpnsh imterest imthee 8feoted well parssn e the provimens of Ariale V122 fuilure by & parey s deliver votior withis
wach period shall be decmed am decticnnel 1o par cipate in the prevailing progosal.
7. Canformity te Saarimg Pattarm Nonithetanding the previdens of this Artichs VB2, it is sgread thst na wells shall ba

B

L] proposcd g be dnlled ta or Complsted in or produced frem 2 Zoss from which a well locaied dlsewhers an e Contract
0 Areais produzing, wdes: such well confams B the then -enisting well spacing patiem far such Zane.
0 B. Puayimg Willi No party shall conduel sy Befraging. Rewsilang. Dvepaning. Plugpsg Deck, Comsplet o, Recompleton, o

n Sedcrracking opsration urder this agreemen with repect f sy well then capable of producing in paying qestitics ccept
12 with the sensard of sll parties thl hav reot relingdesd arects in the wall of the ses of asch sparstios.

13 © Conpletion of Wells; Rorworbing wed Flugging Back:

(] L. Completen Withou the coment of all partics, so well shall be dnlled, Decpencd o Sdetmdiod, enccpt msy well
[ E] Wﬁ.&w‘wwmhﬁwmvmﬁdch dn-mmnhm
16 Diespening or Sedetracking shalll mclude; (NOTE: Opties cls

17 Mo 2 bbew shiall be sl sileeted fon all ethar wsllsh

8 L1 Dption Na, 1 All eceisary exposbnmres for the deilling. Deeperig o Sederidking. testag , Commpleting sl
" cqpaipping of the wall indading scccuan tarkage wsd or unface fadlitice

mn VET “ador, 3, ] All nasasssry axpandinres For tha drilling, Dedpaming o Sedatracking snd tasting of tha wall. Whan
1 susch well b reached ity mithoreed Septh, md all logs, cores md sther lests huve been completed, md e resdts
-} thereed hurmihed 1o the partics, Dpaator shall give immediale potice ta the Nen-Oparaton baving the o ght 10
n participate in 3 Csmpletion sSeompt whether or nol Operstsr recommends sitempsag io Complets the well,
M tpether widh Opersier’s AFE for Complenion cests if vl previcasly provided. The pares seoming suddh netize
18 shiall havs Tosty-cight (48] heurs (sxchusive of Saturday, Sunduy snd logal helidays) in which te clect by delivery of
26 nofice Io Ciporator o parScipate in s Campletion stiempt or i mmke 3 Complcfien proposal with an
a sempanying ATE. Oparstor shall daliver sy mich Complation propesal. or amy Complesion propesal senflisseg
b with Oiparaten’s progeonal, b the sther putics sstitled i wch Completi A with Lhe
m procedures specified in Article VLG, Flection bo paticipate in 3 Cotmpletion sterpt shall include consent b all
£ & far the Cermpl: and equipping =f usch well, including sesosny tankags and o arfase
n Hnzilitees but ex clushag sy il ot o peration nst mived o the Completsn AFE. Fullure of sy party
i reeeiving sudhmotioe 1o reply wotin e perioad above lixed shall eomstinge an dection by that party no o
1 parsaipats in th v of the Conpletion wompi; provided, thai Arisle VLB &, sball senirol in the sase of
M wonflisting Complation propeasls. 1F sse o1 mors, Hlmﬁnﬂdﬁmdﬂu#-ﬂlﬁ-lﬁuh
s provision of Arsicle VLE.L heresf {the please ing, Decpersy, ing or Plugpesg
£ Back” s cortmmed in Article VLBZ uh&ﬂdnm Completng”) shall apply 10 the eperstions
7 mmlykuhll'nn provided, bowever, thsl Aride VLB.] chall apply separstely (2 2ash
I weparaie C om ar and mn clection ta become u Nan-Consersing
L] Muhmtﬂ’lﬁlﬂnm-iﬂﬂmmumh-hm Comaarting Purty
40 s et attempts regardless whether the Comsenting Parbes w 1o carlier
Al m-uimhnnmhrmm»ﬂﬁl\rlﬁl provided further, that sy
42 recoipmnl of coits by & Consentmg Puiry shall be made solely from the producton siinbutable v the Zoms in
a3 wilbdsh the Cotpletion amempl is masde. Election by & previous Nan-C ang party b partiapal in & sebeeg
I Camplesen or Recsmplesion sttempe shall require such party 8o pay ity propartionase share of the co of salvablc
45 mmicrialy and eqepmcnt msiallod = the well paruant te the proseus Conplotion or Broonglcion aficngt,
46 insofar mnd only insafar w such mterisls and cquepmend benefd the Fone in which wch party parficpates ina
a7 Camplasian sttampt
:Wm-ﬂﬂhm Rocompleted or Pugged Back cowagr.il
1 Recompleled, or mwamp.—n.-.pm._uma.w.u.ru.....-—n.—.mi-h_nmlq,
51 Recomploing or Flugging Back of 2 well shall mclude all ¥ g wch o

31 Cemplessy and oqupping of smd well, including neeessary m:mm&n&cﬂldu
i1 D Oser Operations:

shall Mﬁﬁ ' b diture in i
‘Operstar et e praject 'mﬂ.r:‘:" - exeess o

drilling, Sidetracking; Rewarking, Retracng, Decpening, Completing, Resonplating or Plugging Back +f  well et ban been previously
muhnri red prarsuan b tha d, however, that, in I itan, Bre, locd on oy sudden

amarg sy, whathar af ﬁ:’ﬁ.mw ﬁﬁ:lll L ﬂnrm Ilcr taka sush nmc-‘-l :l:u'#mh an P a5 1 8 apEnien
are requered 1o deal with the emergensy 1o saleguard life and prageny bul Operalor, as prospily as pesisble, shall repest the

ermergemcy I e ather parties. Ay party whe bas not relinguushed its inferest in s well dhall have s right o propose that

Chporater perfonm repain wark ox sndertaks the imiallasen of stifil i cqs o ancillary production facilitio web
lﬂ-'hrilpnll -ﬂ&uhmﬂﬂhd-ﬁnﬁmh--ﬂliﬂhﬂ.w*_hmﬁ
L the installatios of g lincs or sther fealvscs, the ien of which shall

be ;mrnhllfr ieparale agecement I-tlwnn 1 pun-lhnnﬂly rwlunu t# require an expenditure mn exce s of the

i first sat forth sbave in this Arnticle VLI (et in esnmietion with i ojarston requned 1o b progosed undis
Arscles VLAL o VLC.L Option Na. 2, which dall be govemed cudhasively bethase Arscdles). Opersbor shall dduiver much

wrvpassd el pamics et v 1s paracpste theren i wrvshin thirty (10 days thereef Oprstor seomes the wrimo somsont
ol wavy party ar partios ewming b | s 5] oaf tha imtarases of tha partios it id 10 parmiagats o ssch oparstos,
esch party havisg the right 1 participats in such preject shall be bousd by the bormi of such propossl and shalll be cbligsied

1o pay is properSenals shars of the sests of the propased project w iF it had coneasted to such project parmant 1o the o

gm of Wells:

1. Absndemment of Dry Halos: Excopt far sny well drilled or Decpensd parsuant b Asticls VLB.2., any well which has
been drilled ar Deepened under tee ferma of this ag and is proposed ta be a% u dry hale shall mat be

dd 2282 htt:‘-&ﬁsﬂdr
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phugged and abandoned without the consent of all parties. Should Operator, afher diligent effot, be unable bo contact any
party, of dhould sy party fadll bo reply withis Sorty-cight (48) bours (exclusive of Safurdey, Sundsy and legal holidsys) afier
ddivery of sstice of the prop=sal 1o plug and abanden such well, such paty dhall be deemad 1o bave somarnled Lo e
progosed abandonment All sich wells shall be plugged and standoned in with appl and st e
iz, misk el exgense of the pariles who participaied in the oo of dilling of Despenng much well. Amy paity who olyects io
Plugming ssd sbandoming mch well by nolice ddiversd bo Oparabor wihin Pty sight (5] hows (exclusive of Salerday,
Sunday and legal holidays) wfter delivery of notice of the proposed plugging shall take cver the well 92 of S ond of msch
fiorty -elght (43 hiowr notice period and conduct furkher epssations in search of Ol snd'or Gas subject 1o the provisions of
Atiche VLB, fuiluse of such gaity to provide proal resscnabdy stisfactory 1o Operaler of its financisl capatality s cosdicl
such operation of to ake over fhe well within such pericd or thereafler to conduct operations on sich well or plug and
shandon such well shall entitle Operaior bo retain or Bke possession of the well and plug and abandon the well. The parky
taking over the well shall indemsify Operator {if Opssator is an abasdoning party) and the other standoning paniss against
Halslity for any ferther operaiboss comdicted on such well excepl Tor e costs of plugsiss snd abasdon ng the well and

14 restoning the srisce, for which the sbandoning parses shalll remain progmtionaiehy Hable.

e SR AT B P S e A S
Idbenﬂyldmhludnlnr.pmtd,q’wﬂlwhkklﬂ
..,_-.qilwdl:umurllllln plugged and shandom withou the smsen of all gg: mmmé

such shandonmant, the well shall ks plugged and [ ] wilh and sl B cod, sk

and expense of i the parises herebo. Failere of o party toreply within sy (60) days of delivery of notice of propesed

shandonmen shall be deemved an ebecon bo consent by e proposal. B within sicty (60) days sfler delivery of notice of e
proposed shandomsent of any well, lll pastics do nol sgres 1o the standamment of ssch well, those wishing 1o continug its
operation from fhe Zone ihen open bo production shall be oblsgaied to iike over Be well &8 of fhe expiraibon of i

applicable motice pawicd smd shall indessify Operston (if Cpswator is an shasdoning partyy and the other sbandoning partivs
againd liability for any further eperations on the well conducted by such partios. Paieae of such pasty or parties 1o provi de
pread reasonably sstisfactory 1o Openalor of their financial copability (o conduct ssch spemtions of bo ke over the well
wiilun ihe requi o o conduck o such well shall eniiile operabar io reizin or fake possesson
ool mich woell anal plug s stwndeon e wel
Mnlﬂqm:ﬂlnm&lhﬂuﬁl"ﬂd«lﬂmdﬂlﬂcmhmﬁlﬂrmdﬂlvﬁrd
the well’s sabvabile mat exiad and with the ‘of Exhibit “C." bess the eslimuied oo
of sl aging asedthe el mated cost of plgging -dm.-arm.lu airfae; provided, however, that in the event
=3 amd ng and mmiace onsts and the codl of ging are higher thas ke
um-r-nmnmmeum-mwnmdmmmmmmnmmuﬂ—g
1 Eheir prepor whares of d exgres codl Fach shasdaning pasty shall assign 1o the non-abandomisg
parties, without wasranty, express of imgdied, as 1o tithe o &s 10 quastity, or fitness for wse of e equipment and material, all
of its infered in the wellbore of the well and relsted equipment, lopeher wilh its inlered in ihe Leascheld insofar and only
insofar as such Leasehold covers the right o obiss production from that wellbore in the Zone thes open bo production. If e
inberest of the abasdosing party is o incledes and il and Gar nderest, such party shall execule and deliver 1o the som-
ahandondag gaity or partics an ol snd gas boase, limited 10 the wellbors and the Zons then open 1o produstion. Tor a lam of
o {1 ) year and =0 long thereafber as 0o and'or Gas is produced from e Zone covered Erereby, such bease o be onthe form
attached as Exhibit "B~ The ssspmasents of leases so limited shall encompass the Drilling Unit upon which the well is located
Thee paymments by, and the woigasscnts of lexses I, (he assignees shall be i o ratio based wpon the relalionship of their
R R e e vl e o porhon G the Lt s o v e Coract
Theercafier, abandomsg partics dhall bive no furtha responsstalty, Balality, o inbered o e opsalion of o productien
Eom the well in the Zone then ogen ofber than the royaltses relsined in any less made undes the Berms of This Article. Upon

requast, Operator shall continue 1o operabe the sssigned well for tee account of e non-abandoming parsies al the rebes and
charges combemplabed by this agreessent, plus asy additional cost and charges which may arise as the result of the sparate
ownershp of e mskgmed wal. Upon proposed abandonment of the producing Zone s gned of beased, the assigno or lessar
shall @en hawe S option 10 repurchase its prior interest is e well (using S same valuation formula) and participale in
Eathur ogerations therns wsbjesd bo S prondsons heed
3. Abansdonment £ Noae Consest Operations” The provisions of Articke VLEL or VI.E2. sbove shall be applicable as
‘between Consenting FarSes in the event of the propesed sbasdonment of any well excepled from sid Articles provided,
herwever, s well sball be iy plisgged ased abandoned usless and sstill all gaities havisg the right 1= condic Ginther
epertions Mherein have bees solified of the proposed shundonmest and o ded ihe spportunity 1o elect bo tike o er he well
in wccordance with e provisions of fthis Articke VLE.; s provided fesiher, (hat Non-Conseniisg Pariies who own an inberest
in & portion of the well shall pay their proportionate shares of sbasdonment and arface redoration cod for such well s
provided in Adticke VLB Lk
F. Terminakion of Operations:
testing, Wi B ¢ O e il 0] i e vation for the dilling, Petnisg, Peowsiking S deinacking, Plugsing Pack, Decgeming,
Complefios or plugng of 3 well, including but ol limited to the Inatial Well. ssch operation shall met b+ lerminsted without

wonsent of partics bearding lj_hdthmu’ﬂwa. provided, lewever, bl in the evenl gramile or oiher
iniihe hole ks ‘which resders funlver operiions impracscal,

&4 Opu'“-l,'dlﬂll-uq::fdmﬂjwnhdnﬂmﬁmlul&wpmﬁﬂdlnﬂr&dtml ard e

B povisions of Afle VIR, of VILE. dall theealler spply I sl operalion, a5 ajgroprisle.

66 G. Taking Prodection In Kind:

ar Ciplion Mo, |- Gas Balancing Agrossson] Alsded

58 anpﬂynﬂlmﬂnium- = v et of il prog shage of ol CH and G produced
0

ﬁ Contract Ares, enclusive of prodection whech may be used in development and prodecing apemtions md in preparing md

- ircasiecgy Odl and G for parposes and y losll. Ay exir e inking

in lind o sepurale Esposiion by sy party of #s popoionals share of the prodiction dall be heas by sich paty, Ay
party \aking its share of prodection in kind shall bs roquired o pay for caly ils propestimale shase of sich pat of
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Ewch party eball ez scds sack dowmon oodene and con® acte sz may be sevessry far G sl of lin inieme in
proctuction foom the Contr et Ares, and sz cept ssprowded in Arscls il e emtbihed te rerwde paymat
detecily foom e parchass thereofTog dis sbare of ol producion

Ifsny puriy Gl s mabe ibe arrasgrmenis secenmry fs Ble in kind oroep ly diwpom ol linp rap
whare af the Oll produced fram the Comtract Ares, Operacar chall have the right, cabjject 15 te revecatan st willlby
the pariy swning I6 b ui nei ihe obligaiion, i purvhose suck Ol sr el s sihers o any time snd frem iime i
time, far the sccouwm of the noa-buking party. Any reck percham oraale by Operabe muy be Brmineed by
Crperadar upan o beast Sen (1) days wotian sotics 10 the cwner of ssid production and ehadl be mibject derays i
e raghit of the ournes of e prodaction upsn of beast bend 19) daye wrisien node o O persion to sxermies o sy
time s right ds tabe in kind, ar sparaiely disgase of in chase of o}l OF nad pres wsdy delrered da p 3
dorry purchuse ar sk by Dpersior ol any soher parry's share of 08 shallbe anly for sech reasansh e pecied s of cime
s e conekcien i wiih e minimum seede of the ndustry wsder ibe p urtcsdsr clrremeisnees, bowl in o sveni brs
perind inraces afase (1) pras
Ay mach umde by Operatcs dhall be an a @ wmer coma i ally reasonable sdes the cscan dasces bt Opesaio
el b oo disty bs dhaoe any exiebsgm ket of b0 oblain aprice el o St recerred ander ey eziing.
market The sale ar delivery by Operater ofs sen- sshing party 'ssbare of 0l under fee terms o P uny exiveing
cantract of Operaier shall net ghre the aen-taking party any inierest dn ar make e S iadong paty s paty 1o sed
cumtract. Na purcham whallbe made by Operaser wiihout S ghring the man. fuking pariy ai least wwa (1) daye
writen netice of wuch Sended purehose and the price (o ke paid or the pricing b s m be soed
A puetiei dhall gve SRy willsasotics b Opriatar of they 0 as makeling e wgeaats Nor tha fallowang
iy, swcoding peice, and shall gy O parator immsdately in e ¢ vend of & dhiagy in such g wie
Crperator shll mustn records of ol musketing wrangem scts, wnd of wobames schually sold o truperisd, whach
feeeddi dhall be made avilabls tn Nen- Operames apen f oascdalls fg el
In the svend anear mare parties’ wparn i d ispeition of #0 sthare of the Gas couses gt sbeen dekvesin o mpaats

plpelines and or dediverionwhich ama day-te- duy bawks far any reanam arw nat exacly oqual 8o a party's epective prapertaa-

b whure of @il Gox mles i be slacaied i ¥, e balancing or seeenniing bt e ihe parties challb e b secard snes
wrny T bhalaewring ag vestient Batween w patses Berein, wheiber such e ag oo o s@ached o Exbobii "E" orisa
sepainie ageement Crpemuior shall grve notice b ol poiies of e ol sades of Cus From ary woell under Ses agreem o0

- & S-S P B
B
Py Ban . o Loy il il o £l o R (g s
s pat Sepwtely deiprie *
[P Sy —— PRI AT S . pera
¥ -y u -
[ Ty Skl S . = £ ila. : romge e skl
[ S —— " inising. dor
i e ety sk g

All paties_shall ge timely written sotice to O peratar_of Seir O mark sting wosngements for @e_followng
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& ARTICLE v

&5 EXFENDITURES AND LIARILITY OF FARTIES

&6 A Lishilicy of Pardes:

& The lslsility of the parties shall be several, met jolmt sr collective. Each party shall be respossible oy for it obligatioss,
& nd dhalll Ba lishle oy for its haar s ol e ot of il i Canbrsnt Area Avosrdingly. dee
@ i gramied amesng the parides o Artkde VILE. are ghoon te secirs snly the debits of cach sevarally, and ne party o hasce
T iy Wahelliny 0o dhidi d pasrties her candar 10 ol the deluall of any aler party b he papment of any copmis o obligathon

71 Do el 10 b il B 0en i o Whie parthe bo cPeate. iaf shill i agreenient be cosirued as cfcaiieg. @ mining o atfher
m partnerahip, jobm vemure, sgency redaifenship or v odation, o te render the partbes Hable s parizors, ce comura. o
T Mhﬂ!mﬂluﬁﬂu-ﬁﬂ!mﬁpﬂn“ﬂhtmm.uh

T4 i ol wather shall e free do ocl on sm wrm's- gt bads s accsrdance with their swn
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resgective seli-inberest, subject, however , o the obiigation of the: pasties: 1o act in good fath i Bhelr dealings with esch othes:
it et b actiitios heveuncks .
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& ARTICLE v

&5 EXFENDITURES AND LIARILITY OF FARTIES

&6 A Lishilicy of Pardes:

& The lslsility of the parties shall be several, met jolmt sr collective. Each party shall be respossible oy for it obligatioss,
& nd dhalll Ba lishle oy for its haar s ol e ot of il i Canbrsnt Area Avosrdingly. dee
@ i gramied amesng the parides o Artkde VILE. are ghoon te secirs snly the debits of cach sevarally, and ne party o hasce
T iy Wahelliny 0o dhidi d pasrties her candar 10 ol the deluall of any aler party b he papment of any copmis o obligathon

71 Do el 10 b il B 0en i o Whie parthe bo cPeate. iaf shill i agreenient be cosirued as cfcaiieg. @ mining o atfher
m partnerahip, jobm vemure, sgency redaifenship or v odation, o te render the partbes Hable s parizors, ce comura. o
T Mhﬂ!mﬂluﬁﬂu-ﬁﬂ!mﬁpﬂn“ﬂhtmm.uh

T4 i ol wather shall e free do ocl on sm wrm's- gt bads s accsrdance with their swn
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resgective seli-inberest, subject, however , o the obiigation of the: pasties: 1o act in good fath i Bhelr dealings with esch othes:
it et to it hereunckr .
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B. Licns and Sccunity batoreats
il ity praiti 06 the sllcs psbes birvbe & 5en wpen iy bervat B o oo &r Burealher giiris i O aad Gas
Mumwmncwwu .mmmm%

imigrest it now owre or beveafier scquares in the persanal quim-u-—-d-hdhmmm

therewith, ta securs parfoemanse of ol of ity ebligations umder Sis & Hnﬁh-ﬂhmﬂmn
imferest and fees, h.-q-ﬁ-u—-uri—nr-d the '__ ar af mderest im O sl Cluci
Lanses as posuamed by . el the proper par) of vopeerdi ens b Mllmﬂﬂﬂlﬂummhll‘

mh—ﬂ-i—lmﬁlﬂ-mﬁmﬂmdm-ﬂhmmwm;nm#nwﬁnﬂvmﬁrwﬁ
imlerests in the Comtract Arca now owsed or. 15 Bre extent sl jeet 10 tis FOA, herealber sopred and m lands pooled

o urutized charawith or
athawise bocommng webyoct de dhis ‘rn'—'d the I:-I -Iﬂ- when cxirasicd thoxirom ad cqupment whuaicd thaoes or
used af obtsined Tor we in ith (i withiowt limitati on, sl wells, tools, sl robular goods), and

secounts (incheSng, withoul limitatien, s:couns mmfmn|nmivlml urﬁﬂn‘u sale af D4l and'er (s af the
welBvend], eontraen rights, imvemory sod geseral intsrgibles relsting therets or srising theselrem, and all proceeds and
produsts of the Faregoing.

T panieet the lien asd seourty agreement provaded berein, sach party herels shall evecule and acknewledge the secerding
tuppherpent in th form stacheplirre na Exhibit "H” ssdlor sy financisg ——gm‘ﬂ-ﬂlhqmm
Hollawing sxeostion heroof md Opaator is sstherized o filc this .p_ﬂ-ﬁ._ﬁ.qpl.-—mmuhmm w0 aben
or meoarigugd o tha spplicahls real astaty resords snd s o finsneing sistomand with tha prapar offi oo umdar tha Ui form Conmmmarsid
e in e state i whish e Contrast Arva is situsied snd sush other staies s Operstor shall doos spproprist
b perfeet the cecunly mlerest gpramted borcussder. Ay pasty oy Ble this aprecment, the recondimg applomol o ooled boewath, or
suich ollser descmments a5 il dorss neccisary 15 & hen o matgage m e applicable real eslale necords aed'or & hnancirg staberment
iy the preper afficer under the Uniforms Commarcial Tods

Eash party represints and warrants (o the sther parties herets that the loen snd sevurity interest gramed by sush pany 1o
the wiher parties shall be o Brsi and prior lios, and each party hereby agrees io masminis ihe prioeivy of smd lies and s eewsiny
intcret againsd ol porsons scquinsg an isterest in O and Ous Leascs cad-inderests covesd by this agresmssd by, through
or undar sush party, All partias ssqpeining sn isfonist in Ofl snd Oss Laseos stid O -snd. O ledasiste-gsvared by this
agreement. whetbser by o) merger, ion of law, or otherwise, shall be deemed b have taken subject
ba il bigm s secumty isteredl grased by tlos Amide VILB. a8 1o all shlogations stenbutable o muich anieren berusder
wscthar or mat ks ablipati sns srise beFore or after such mteresd is aquirad.

To the exieni that pariies have o secuniy iieresi wmder the Uniform Commsereinl Code of the simie in which the
Camtraet Area iv situsied, they vhall be entitled 1o sxercise the rights and remefies of @ seswed party wsder the Code,
Tha brimging of & 9wt and tha obisining of pedgmant by s party for the seaured indabtednase ehall not ba deamad sn
wleation of remedies or othorwise affaet the lien rights er sossity interest as sesurity for the payment thereal In
additien, upen default by any party in the paymest of its share of cxpesses, inlerests or fees, or upen lhe impreper use
of funds by the Operstes. the other pasties shall have the vight, withast prejudics to other rights or remadics, ts colllest
firem the purchaser the progeeds from the sale of such defsulting party’s share of Ol snd Gas unil the amouni ewed by
wach party, ples interest as previded im “Fxhibit ©,° kas been reccived, snd shall have the right te offsst the sssount
awed sgaisat $e procecds Bam the sale of ssch &faulting party’s share of ©il and Gas. All perchascrs of produstion
may rely o= o notification of defauld from the nen-defuslting purty or partins sinting the umd doe o » revali of the
default, and sl paftses waive say secearie available agais purch far releasing prod P di a8 providedin
this paragraph.

Iy party (usls be pay s shame of cost withis sae hundeed twesty (120} diys alter rendition of & ssement therefor by
Dperater, the son-defading partics, incleding Operwicr, dall upan sequest by Operster, pay the mpasd smouwmt in the
proportion thi the interest of ench sudh parry bears ta th interest of all such parties. The smoum paid by sich paaty so paving
it shawe o the umpad amewt shall bs scomed by the lioms amd secunity rghts doscrbed in Artisle MEL, and cach paying pasty
may indepandantly parsue sy remady aveilsble hirsunder or sSarwing.

IF any party doss nod perfsrm ol of il abligsSions harosder, snd the Failure to perform mbjocty vach party to farcclopare
ar sxecution prececdings parmant o the provisions of this agreemesd, 1o the cxiont allowed by gevaming law, the defaulting
party waives sy svailable ight of redemption frem and after the date of jrdgment, my requised velustisn or spprsisement of
the manigaged or secured property prise to sale, any svalshle right e stay execution or 1o require 8 marshaling of assers and
wmy voquired bond in the event 8 recsiver is sppoinied bn addstion, to S oxient pormitied by applisabls law, sach party
herehy pramis to the sther parties @ power of sale as lo any preperty that s subject te the lven and seomity rights graned
hereunder, such power 1o be cxorased in the manner provided by spplicabe low or otherwise in o conmsercially reasensble
manner and spon rasenablc notics.

Eash parry sgrees that the sthr parties dhall be smtiiled ve wilize the provisssas of Dil and Gas lien lvw o0 sther lim
law of any state an which the Comtract Arcs iv simaied w0 enferce the gt of each party Withow
limiting $ha gamarality of the foregeing, s the xtest parmeitad by spplicable low, Nen -Opersters agree thai Oparstor may
invake or utilise the mechani¢i' or matenialmea’s lien law of the dste in which the Comtract Ases 15 sibanied (a order te
secure the payment 1o Operator of iny sum due bereunder for services perfarmed o materials supplicd by Operater.

. Advimees

Oppeerwter, 81 its ol ewtion, shaall have the mght frem time ot 1o demand snd recve Bom one of msre of the sther parties
payment in sbranes of their sopeetive shares of the cotimated smesnt of the cxpenss 1o be inourred in operatiens hereunder
dming e nent ssseasdng menth, which right may b aversised enly by sshmission o sach sech party of an ibamzed
atwtamant of such ostimated expames. tagadvor with an inveics for its share shareef Each suah ststomant s imveica for the
payment in sdvanee of commated cxpense sball be submivied on er befere the 20th day of de ment preceding monih. Each party
shall pay ta Opmsiar it proporiisnste share of such cotimats within fificen (12) days afier such svtimats and inveice is
received. 1 wivy pasry Talls 1o pay irs dhare of said estimate within sad time, de amoust o shall bear imterest as provid
Eshibit *C* wntil paid. Proper adpmimsst shall be mads mondly betwoss advances and actusl coponss o the sad that cach
party shall basr snd pay its propamionsts share of setual ayponses inowred, ssd pe mara,

I DieFaults smd Remeies:

I vy party fails o Sncharys any finamcial obligation snde this agreemest, including witheut limitatios g failurs to maks any

avims i the precedg Amiche VILD. o sy oflss provision of s agresiment, wites e gl reguied lor
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1such payment hereundes, then in addition to the remedies provided in Artice VLB, or elsewhese in this agreement, the
2 wesmasiies: specified below shall be spplicable, For purposes of i Articles VILD., 8l notices snd olections: shall be delwened
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Lonly by Operator, except that Operator shall deliver any such robios and eection squesied by a non-defaulting lon-Operaiors,
2 ol wahen Opmerastesr bs thee party i delault, the applicable nolices snd elections an b deliversd by any Non-Opesalor,
FElction al anvy o of eeee of e Rllnwing roredios shall rol proclsls e asdsegunt use of any otler ey spociiodg
4 helow o araniladi o0 pawty.

51 Syspensdon of Bights' Any party may deliver to the pasty in default o Notios of Default, which shall specily the dofak,
6 epooly He Scton i b tikn bo cse B dedsult, and specly that Tl i s e aoron will st in B e of
L

Foor mmowe of thes pemecies prosiclec in this srtiche, I the dedaolt s ot cured wathin thinty (300 doys of e delivery of such
B Hotice of Default, all of the rights of the delsaiting party granted by this sgreement may upon notion be suspenced untl
e

& default is e, withost prejudios o the rght of the non-defaulting party or parties o coninue o enforoe the obligations of
At party y oo o scrrng under this soresment 1T Operatos s the: paty in default, the
11 Mon- Opsratois sl Bave in scdon the right, by wobs of Bon -Opssabons cwelng & ma oty in inbemst in the Coniract Ama
12 after eechaling Hhee wobing slemst of Opecabor, bo sppoint & nes Opersion affectise mmescabely, The rdghts of a delaulting
15 party that may e suspended e st the ofection of thes non-defsulting perties shall inchucks, without: Brmitation, the

right.
4 i s i v T o g e ol of sich: diedslt, S sight b piTgose; (o gtk o
ot

]
= et pate 0 an opsers b peoposssd ondier Seticls V1B of Ehis sgr E, e right B s e b AN op wsrwy
1icomduciod wrer this t il the has sty edected b In sach and thee right to
T T arey s igrerierd. !

3 Daowmed Mon-Corsont’ The non-odefsdting party may deliesr 8 witten Noboe of | Non-Consent Bection o e
clefsulting party st any e after the expimtion of e thivty-dey cme period folosing delivry of e Moo of Do, in
bty drvanst O U Dol i e Bl il i evires el o [P Phuccng Back, 1, Bl pedrag, o) it emgueniivy
ol & wedl which i to be or has been plugged &5 8 dry hole, o for the Go or ol gy waedl, Hhe
jty vl b conchusvely dosimisd o Baves abactod ol o particiebe in e ogeraticn and io e & bon- Conenting Paity with
eyt Mhewetn wnckes Articks WLE, or WIC, ae the coen ey b, ko Bhe ecbent of the costs onpakd by ssch party,
noitwithetanding amy election o pertidpeate tembodoe msde. 11 doction s made o poosed under his: peovision, then e
ncen-chelaulting grties oy not skect o sue bor B enmid smount puosuant bo Articke VILDE,

Wik e el vy of such Notioe: of Hon-Consent: Election bo the delsuling paety, such perty shall haee the right o oee ks
chefauslt by gaping its ungaid share of costs pls interst af e i st (ot in Edhibit °C," provided, hoveeer, such parprent
shiall ok paeuiicn the rights of the non-delivilting poies o purscn mredes lor dnsges incumed by B o delaltig
artiess s reslt of He clofault Ay infesst mlincpishesd pursasnt Bo this Articks VILDUE, shall b offens] o e non-defaultieg
martios in groportion (o e inteess, aed the non-delaulting perioes skecting D perticpate in the owoenship of such interest:
hall b svcpuairesl b covaailmste: the aharess of e chliited arount upen e sloction b poricipats Bersn,

A, Alvance Pawmesnt: 0 o delauk s mob oured within thirky {30) days of She didivery of 5 Nobios of Defisalt, Operston, o
Hon-Opesmioes § Opewator s e delaulting party, may Bemafer smouie adwanon payment (o e defauieg perty of such
chalsisltieg pawty's anticpaied dhass of any Beim of eepores ol whidh Opsimion, oF Mon- Opsraloes, s the owss imay be, would
e entithec] o st onder any geovison of this soeeement, whethes or ot such) enperee ses the: seblesct of e
penvinus default Such right includos, but ks not Brited o, the right to moguie advanos payment for e estimatnd costs of
chrilliey o well cr ComvpleSion of & well as i which an slection o melicie in dillieg o Compltion Fos besen made, 1 ik
clefaitieyy powty Dnlls to pay the s acdonce payment, e non-delaiting perties may purse any of P oereies
pwnvided i the Articks VILD. or any other default memedy providid slsrwhore in this sgmement Ay s of funds sdvanosd
wevaining el e operaBion i oo and all oosts v bion il chall L georglly sbinmed b B advandng ity

B, Costs oo Aicereys® Foes’ T the ewend any ety b recuined o being eoel groossdings o enforoe any Trancial
il it of & party b fier, the o iing party in such action shall e ortiied o moover sl oot cos omis of
crlnction, and & reason e AleTey's He, which B i provices bor Perein sl s s,

E. Reninls, Shat-in vl Paryrrssnts s Minkmunm Royalties:

Renitnls, shut-in well paymests and minimam royalties which may be requised under the erms of any s
shall b aid by
—

2. S fow Darvesgess; Mo clidmlting peities or Opsseabor for thee eIt of non -chelaulling porties rmay s (ol joint
acrount expanen) to colect The arourts in delaull, phe intemesd aconing on e amounis eoosesed Trom e deie of delal
urtl e date of collection st the rabe spociied bn Exhitit *C sttached herdto,

LA R R NN RN N NN N NN Ey-N-N



Onsorins e chiaeged io e Diolaccount. Ay ity may moust, and shll ks
] o [ PropeT

evidence of ol sech payments. In the event of fale o make propes payment of any rental, shul-in el peyment o
i oalty Hrough mistake or ceerskght wisere much pa et i gl bo oot e e i fosoe, sy loss which
ol Ty s e guryrewanl ity of fetich PR3,
Dperator shall potily Mon-Opesatons of the anticgeted completion of a shut-in well, or the shutting in or retum o
58 production of & produdng wel, st ek s [5) days (seduding Setusday, Sunday, and bagal holideys) pricr bo takdng such
50 pction, or b the et oppoetunity penrthed by ceosmetanoss, bt sssrsessno liabity S failores o odo s, B the et of
G0 Tailure by Dpertor o so nobily Hon-Opesatons, the bess of any ks contribubed oreto by Hon-Openstors for e o make
61 limaly gyt of any shul-in woll paysmend shall be Boins jointly by the parties lerola e the pravisons of Arda
B B3

SN RRE e aaaEaR S

63 F. Tams:
B4 Begenmng with tha Rest oikendar yoar altes D elfective date heiesd, Opormbes shall mendor ler sd salomsm bt all
i sulsesct to this wiiich by law shoukd b rerdesesd for such oo, snd it shall pay 8l such b o sowss)

G Hiwrnn Bilone they s delingeent. Frioe bo the mendiion’ dabe, sach Mon-Operatos shall furnish Operston nfonmaion as
AT b bwrckesres (ho inclie, bk ok be lmited bo, royalties, oweriding ropalties srd prodiction paymmesnis ) on Leases and O and
68 Gas Inberests contribubed by such Bon- Operator, i the assossed sakiation of any Leass s reduced by reson of &8 being
B0 ket bo oitstanding & oo ik iwid ithes o prodiaction paymeats, the reduction inoad salonem thaes
PO remsulting Eherefrom shall inures Bo B besnelit of e awner or oenes of such Lssss, and Operator shall sdjest the chamgs o
1 such owrsesr o owniers so a9 o reflect e beseiit of such sedection, 1T the s walorem taces sre bessd noshole o inpan
P imgeon mepanate vakiations of sach porty's working infemst, e notwthetandog anybing to e antmry b, chasngis b
T3 M ot account shall b made arad pakd By e poarthen hasels b socordencs with U D whes gemsralig by soch pany's
74 working intesest  Opesabor shall bill the other parties for their propmitionate: shares of &l tax payments in the manner
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provided m Exhibe "C."
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M el eonitabers sy b isessmesl improper, Operaler may, o b diserelsn, prolest within the b and saimer
presanibed by liw, and prosceute the protest 16 & final determinstion, anless all parses agiee 16 sbanden the protest poe 1o fnal
detormimsfion. During the perdency +f sdmmi sirative or pudicisl pr ngs. Operater may elect bo pay, under profest, ol such taves
snd sy inlerest and § en any ki p shiall b beem Emally dot crmumed, Operator shall pay the i for
the print accsur, togsthor with sy infores ard poraty acrucd, and the fotal cest shall thon be avcrved agminst the partics, wd b
el by Moo, s provided in Exhibit .

Fach party shall pay or causs to b paid all predustion, snormsss, svaes. gathoning ssd othor s es imposed upon or wd respect

1o il preducten or handing of such party's share of O snd Gas produced under the serms of s

ARTICLE VIIL
ACTATISITION, MAINTENANCE OR TEANSFER OF INTEEEST

A Sumremder of Leascs:
The Lems covered by fhis sgrecsmont, imafar as they embrace sereape in the Contract Ares, shall not be sumrendered in whale
oo in part enless all partiss sonserd Swrein

Heweve, dhoubd sy party desase 1o surrerder its inferel in sy Leaee of inasy jortion Sereed, sich party shall pve wnimo

notize of e propased irrender 16 all partes. and the parties 1 whoss ssch netice ri debivered sall have Sarty 0) days afler

delivery of the netics within which o notify the party propossg the mevemder whether they elect io censent thereie. Failurs of 2
pardy ta whsom suchi nefice is delivered to reply within ssid W -dwy peried shall constitube 5 consent 1o S aumender of the Losa
deveribed in e notice. IV all parses do not agree or eonsent thereie. the party desiring vo aurender shall wisign, witheui express or
implied warramty +f wibe, all +f its imerest in such Lease, o peortion thereoll sl sy wealll, msterial el equpment whech may be
Iosgmigd thoraon aned sy nghts in produstien thavvafior sacmd, (o tha parties et codniing 1o such aavendir. 1F tha it of te

assigring party i o inchedes an Oul wsed Chas Enterest, the aosigromg party shall cxooste ssd dedrver o the party or partics net

comeritig 1o such survender an ol aed ga e covening sich O s Gas lidcrost For @ bom of i (1) e mnd so long.
Sreafter i (8] and'ar Clss i produced From the land coversd therehy, such besee b be on e form sttsched herets ss Exlihit “B "

Upen such msigmmen or bease, de wesigning parcy shall be relseved frem all ebligswens Swresfier seerng, bt no theresfore
dared, wath respeet 1o the inbeest asugned of leaed and the eperation of sy well snnbeatable temets, amd the asngsing party
shall have ne finther increst i the auigned or lesed premises snd ids equipment sd preduction sther fhom the royalfics retuined

in ary lunse mads undar the sorme of this Article. The party assigmes or lessen shall pay se the party ssignos o bessor the
reasenable salvage value of the laiter's inleredt s any well's sabvable naten als and cqupment stinbutsble te the assgned or lsaed
screage. The value of ol salvable materals i shall be ined in with the jom of Extibit " C," less
the estimated cest of vl vaging wnd e cetimated cost of phagging snd shandosing snd restoring S murface, 1f such valug s les
thim stich wovts, dhein Bt party asscgnes o levior shall pay 1o the pasty asignee of besvee the smoal of such defieit 1 the
avsi gramenit o beasc iy i Favor of mors than anc party, the inscrest shall be shared by wach partic in the propostions that the
mtarast of snch b s tha tenal imorast oF ol sudh partiss. B s intorast of tha partias 1o whem the s gt is % ba ey
wanies aceonihey bo depth, then the inboresl assgned dhall snulardy rellodt such vamamees.

Aary msgmment, e or surrender made wnder s provision shalll sl redwos o chumgpe e sl gnar's, leiser's or samendaning
party's mbeves s i was mmedisicly befors e srigrmant, lesse or nurender i the balascs of the Contract Arew snd the saeage
wisigned, beased o sumessdered, snd subseiquest aporat o teereon., shall sl temeafier be sabject 1o the virms s provise of das

sprocmmt bue shall be decmed subject 10 s Operating A greement in the form of this syrecmest
U, Benawl or Extensisn of Lasses:

I sy party secures a rencwal or replacoment of an O and Cas Lease or bterest subjec i this agreement then ofl ofher parses
shall b nedified promptly spen wch scoquisition or, in & s of & replacoment Lesse taken beforg sxpinstion o8 sn oviseg Losss,

promptly upos expaation of the exvting Tooe, The pamics notfied dall hive de nght for s peried of dirty D03 days fell owing
debivary of such nolice in which 16 decl b patiagate in the swmarsheg of the rencwal o replacemeont Lease, msalar a8 such Lesse

affccts lands withem the Contract Asca. by payisg to the pasty who acqeired it ther wharcs of S acquunition cost
allecaicd de that part of sudh Leass watlan e Contract Arca, which shalll be in prepection e the saiere haddl of that s by the
patics in the Comtract Area Each pasty whe pasticipales in the prarchase of a rencwal o eplacement Lease: shall be given =

e — e g
P 'mlmnﬂ“ﬁmlﬁiu.:mﬁﬂm'limmim"“h- it
if weme, but bess than all, of the partics dect s participate in the perchase of 3 renewal or roplacement Lease, it shall be

oumgd by the partis who slest o parsicipaie therein, in & retie based upen ihe relationship of their reapestive parcentage of

partidpation in the Contradt Aven 1o S apgregate #f the pocentages of pamicipation in the Comtrast Aren ol all parties
participsting in the purclmse of sech renewsl or replacessent Lease. The sequmtion of o rovewal of replacement Lease by mny or

alll of the pastics hevete shall nod cause s readpssiment of the infarets of the parties sisted = Exhibit *A." bul any rengwal o

replasement Lease in which less chan ol paries oat 1o paticipate shall net be subject s this agreement et shall be deemed

sulbjest o @ sepacate Operaiing Agreesens in the form of this agreemeni.

W s imlerests of the pasties im the Centract Area vary acsording bo depih, then their right te puScipate proportiostely in renewal sr
replacemcn Lascs ared thir right b reer ve @ ssignmest of intorest shall alve reflest such depth variance.

Thee provimoas of this Amiche shall apply v renewal or replscemant Leases whetber they are for the entive inberes covered by
the cxparing Leasc ar cover anly a partion of #s wea or an inberest Seran. Any renewal or replasemant Lesss takem before S
expiration of its predecesior Lesse, o taken o contraated for or becoming «festive within six (6) meoths afler the expirat isn of
the cussting Leass, shall be wibject to this prevision so long as this sgresscst is in cifet at the Sme of wek acquisitien o al the
Hime the renswal oo replascement Leanc becomes effectnve; bl any Lease takes o combracicd for mere than sz () meaths afber
tha axpirssiem of an existing Lossa shall nas b degmsad o ranawsl o roplesomant Losss snd shall mot b subjact te da provigions
of this agroement

mmmuhlmdiﬁuinh-ﬂm&umdw vl Ui Lamiss.
€, Acreage or Cash Can

mn—.pm..-h..r_,,-n,_-nt..._nm_nrz.l.-.-d.l-a.in..h..l--,.-
oxpematian o tha Comtrast Arve, such contrbutisn chall ba pasd to tha party wha sondusiad tha drilling or sthar sparation snd shal by
spplied by it againg the eost of msh dilling or sthaer eparstion. 1Fshe sonibusien ba in the form of sereags, the pary 10 whem the
contribimen 15 made dall premspily sender an asmpmment of the sreage. withou warranty +f wile, 1o the Dnllng Patcs = the
propartiens ssid Drilling Partics shared the cost of dnlling the well, Such screage shall become & separsts Combract Ares snd, Bs the
exiend pessible, be geverned by provisions oot 1o this sgresmest. Each party shall prompdy neify ol ether parties of sy
sarvage or sash contributions il oy sbisin i appert of sy well orany other opaaSen oo the Comtract Area The shave

-14-



FIEAHBA IR AR SR IR ERERERF AR



IORSE@® 45 = &uw

e E RS ESL A S E N E RSB EHERELEEEEEREORE

-
=1

- -]

ddRdAdERRERERRRREEE Y

AAP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

previsions shall slio b sppheable o optional dghts te earn acreage sutside the Contract Ares which are (o suppent of well dnlled
el Comit Arva
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IF sy party commcts Sor any cona deration tdakang 1o dspesiaon of axch ety dure of aitanies e oducnd banmder,

1 such consdemdien shall sof be deermed o Cones el on A ContEmplaed s Anicle
¥ [ Amigumenl Mantenance of U form hiems
4

5

Interenis

& dupontion-id4ls-inlered-in-he-Til-a 7 “andar e -

]

n
W
Every ade, svcarbamce, Waneler o dher dapodlion made by ary jodty dhall be fkde agesndy fibject 1o T igreement
] shall B made withoul posodics o fe aght of e other parses, and any s e of @ oveership interes bn any O sl
T Lesae of lbareat duall be dennmed & padily to Usd agresinesd id 1o Se ibeneit conveyed frodn aed afler the effectve dale of
the brans fir of ownership, provided, howeser—, that e oftser paties shall moé be psquinsd to recognize any such mile,
encabeance, iaesfer or ether dgpogtion fr oy purpose herunder wid] Seriy (30) days ader they have reeaved a copy of e
sratnament of imeafer or oiker mishciory cadence thers ! in wniing fom the traes fror or trassferee. Mo aes grevend o ofher
bR T e b & [ty dhal| Selbewe Sueh party of ohil ghts ced prev slEly SCuTel by ok [ty Reremder Witk fespent
W B et wnanafir ol ncudeg wyiou lamtition the sthgaton of'a paty 0 juy Wl conte eenbatatie oo ol
concucisd bavegeder m whidh soch ety has sgresd io pariiopaie poce io malosg such ssagreven, and the b en aed ssoomniy
(e ered gramied by Astichs VILE, dhall contims: in harden the intere grasdismel o seeore posymend of any o hoblgatiom.
Ie; s gy b e (bepest oy party o dewided aovong and oweed by for o e ob-oweery, Chperalor, ul ss discreton,
ey mexquiere uch co-ownies 1o appeint a engle trusse or agent with Sl sushority be receive nofices, approve spendires,
peceie bellings For sed spprowe sod pay such party's shire of the jeint epenses, wod 1o desld gerersllly wath, and with power (o
b, 3 co-gwners of sudh panty's mbares withim the aape of the openbions axbenced in s agreement, howenr, all sach co-
awners dhall barve Lhe right Lo enter imbo and moeode all contescle or agreements for the dirportion of their reepaciive chares of
the Ol and it produced from e Costract Ares and they thall e the nght 1o fecenre, sepanitely. paymend of e sle
proceeds thiwe !
E Wiawer of i gl 10 Partibom
|f peremiied by the liws of the Sale o siies in whach e property covered heseby eilocabed, sach party hersSo ownmng am:
e ded irmleren o the Contewct Ane wadved sy el o Fighes |Losgy hewe 0o peetilion and houe se amde 10 0 is sewenlly i
undnded reaed theras

F Frefafeusal aght te-Fufdmes
I8 13— Cninali - Ghedt4 -epplomhled
dusire- - FRPI S—
et
a L . 1 e : i
i PP " ssminnllli " .
et
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1t fiof dederal income W paposss, el agratirnt and the opemitood bermsader ae megaedad ad a petnerdep, id Jihe

parties hrve nof otherwps agressd bo famma o perinerdp paraand to Extebil * G or other agresmest befween them, mch

pasty theretry affscied afacts 1o be meriuded from he applioation of all of the provesions of Subdwupter *K.* Chapler 1, Sobatle
A" of the Eniemal Pewemue Code of 1966, as amended ("Codie™), as peremtied and aulonzed by Ssction 7o of the Code and

e regalations proml gated thermnder. Ciperalor ir suthonzed and directed o seode on behal § of sch party ety afficted
sy endmes of il lee o i sy b requined by O Seermary of he Tresaey of the Unted Sl o B Fesen) nemal
Resvena Sexvice, inchuling aeecifically, b not by way of limistion, all of the resune, and the da regared by
Tressnry Rogubstion §1.761. Sheuld there be amy requinement bt oo b party by allscid g father sadence of e
election, sich mch party shall exeoute gack docusmends and s sue h olber evidesee asmay be required by the Federnl nicmal
Fevenmue Senace or as oy be necessary b evedence fos decion. Mo such party shall ghve any notloes or tale amy other aciimn
inconsbent with S dection made herey. | sy pressnt or future income taor laws of the siabe or sabes in whick the Contrad

e 18 located or sy Bure income tac s of the Unised Stves contain o thoss in K.? Chapter
1. Substithe “A." of the Code, mder which anelection similar o thet provided by Section 1 of e Code 15 permified, sich party
Evepetry aiffisried shadl make sur b slertion = mmy he permined or reyuiresd by coch bws, Inmadang the fregang decion, s

&1 puch party states that the inco me derived by such pasty froen apersiions bereunder can be adequaitel y deterened wiibow the

& compdation of pataardup Esable inmme.
[

ARTICLE X0
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CLATMS AND LAWSIITS

Operater may setile airy srggle umnsured tund pasty damepe clatm of s i sng bem it s |y dr | et &
does mol exoceed _ Fifty Thousasd Diallars (350, 0060.06) and if the payment is in csmpleis seilement
of wach claim o wit. IFihe ameunt reguired far settloment cvccods the sbevr smount, the parties herste dall asms and take sver
dhis Further handling of the lsim o0 s, mnless muh sathority is delegmed o Operser. All somts smd expanses of handling senling.
o oibarwisg dipchurging such elsim or st dhall ba s tha point cxpenss of the parties participating in the aparstion frem which S
chuim or st arvees. I o clmim v mosde agmmst sy party o i sty parey {8 sued on secoun of sy mtter arising from operations
heieunder aver which sich mdividusl s ne conrel bocauis of the mghts gven Oparaton by thas sgrocmsst, sech paty diall
imemedistely motify all cfhur parSes, and dhe dsim or wit chall be trested 53 anvy sther claim o wuit invol ving sperstins berousder.
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ARTICLE XL
FORCE MAJELRE
1F vy paaty is rendered mable, whlly or i part, by Fores majouns to sary oot s obligations usder thes sgreement. olr

thinn e ol gt om 10 indenni fy or make meney paymesis o s seaminy, k“ﬂwhﬂilﬂum
prorgs witien netics of the Fares magos with by Eall i e oblsgations of the
party giving the noskcd, s Far ss Sy sre aFfecied by tha Ferco majous, dhall by pependad dunng. but ne Lengar than, the
cormmuance of S form majeure. The terms "force mapoure,” a8 here copleyed, shall nesn st of God, stale, lockow, o
other mdustrial dehurbance, act of the public smenny, was, blockade, public ried, lightering, firs, stosm, Beod or other aci of
% nehwe, explosen, gevermmentsl stion, gevemmetsl delay, restmmst of insct oo, ussvelsbility of squpment, s sy oler

o R oa AR =

1 cmmme, whether of dhee lomed 3 abave ar ine which is net within the corsel of the party
1l dmming suspemion.
|F3 Tha sfachad party dhall v all resesnable diligamss o ramony tha Fores majaurg sihustion s quasdy s prasticshls. Tha

13 regairessent dat sy foros majeure shall be remedied with ol ressomable disparch shall not require the senlement of sirikes,

14 lockouts, or ol babor & Mheubty by the pasty invelved, contrary (s it wishes, bow all ssch &fculties dall by luselled shall
15 be entively within the disereton of te parry comemed.

g AETICLE XIL

" ROTICES

|13 Al atigas mathorizad or reqeired betavan tha partias by s of tha imans of thir ki il
L] mmmﬂﬂﬂk-mu&w-w«vymmu conmver servace, tel e, telex,
Hl&w‘uw-ﬁerﬂ Fggeimmle gl i aag s sl ), peitape o changes Bre pld asd sddressed 1o iuch

Exhabis * A" All iclephene o by this shall b Iy thercaiics by writen
netee. The siginsnig l-ﬂut.wulldinlg pmlnh\nfihllh dﬂ-d Jdm‘dﬂpwhn received by the parey 1

whms sath netl dheaned, ol the vt (o sadh party v dbeliver wiry motice in repense Sereio dhall nan from the dae
nmpmﬁ:::-.m.mnd. Roccipt™ rur.-p"-.nur:fm_':-mnwuiumun:-ﬁnhhmhm-dn

shall bs scteal dzhi o dhar izl the addrew ofithe Bz natificd Ecd in accordance with th
:ﬁmﬁmﬂ.’;ﬁ e bt s par T o som o sy oo R Sl S dlivered
-

depasiied in the Ursted Stabes mail ar o the offce of e counir ar tdepraph service, or vpos rammiial by iclex, ol bdecopy

o Faevimile, or when pereanally delivered to the party t2 be motified, provided, that whes respensc is required wishin 14 o

22 hyeiars, s rapense shall s grvin srally of by sl qplions, el delovopy o othar Tastimile wathin sl pmiod. Each pasty

shall have the e ght 1o chimge e addreis ol ay time., sd from e 10 s, by pving wetlen sotioe el to all sther

partice. [1a party is not availshle te receive sotics orally oo by telephane when o party sttempts 1o deiver @ nosice reguired

b b dalivered within 14 o 48 hers, S potios mary e dulivered in wwiting by sy sther muhed specified harein s shall
ﬁfﬂm‘_dm_ﬁ_ir'm m!i-ddnl."-l Fosr pir Svp anlin & ghi<e Orall antis will nod ma x @ valid moticg

st o drreal, W s asxiies & on 6 66 time gan a0

ARTICLE XOL
TERM OF AGREEMENT

This sgreemaeni shall remain in Al Force and cffect ss to S Ol and o Lesses snd'sr Ol snd Ose Inboresis subjeet bareio far tha
period of time selected bedow: provided, however, e party bereto shall ever be comstnued o Baving sy right, sale or imterest in o s
aary Lcase or O mnd Chaue Iisterest sotributed by sy ather party beyond the torm of this agrecment.

R -

FEropEEEgEn g 2E pR

B s Mo, 2* In the event the well desaribed in Asticle VIA., or sny subsequest well drilled undes any provisies of
this agrecssent, results in the Completion of a well as & well capable of predustion of Oil andior Gas in paying
qeantiSios, this agreoment shall sensinus im fores so long w any such woll is sapable of pre-fugtion, sd for an

wddnanal periadal 130 dirys thereaer, pro mmllpdumhu'kiudﬂ
additional peried, anc or more of the parSics herete are engaged in drilling. 1z Hugpimg
Back, tivtmg of stamphing 10 Complats o Rossmplas o wall on wells baveundan, this sgresmant shall sominu i ferg
ustil such sperations bave been complated asd if pred: resibts therchrem, thiv agr shall contirme in Fare m

provided harein In the svent the well desoribed in Amicle VLA, or sy subssguant wall dilbed boronder, revues i o dry
Trele, e oo ool wrll s il of producing 0ol sl'or s from e Contrect Area, e agreement dall ermuinste unbess
bﬂkhmpﬂmweﬁ. Re-

wompheting. Plugging Badk or il e & wirhin 130 s B the
dwie of whamd of ssid well. “Absndemmimt” for sodh parposes shall mesn ety (1) 8 desision by sl pamies sl v
conduct amry finther apoatiom om the well o fii] the clapee of 180 drys From the conduct of sy opersfions on the well,
whichevar first oeourns.

The kemmination of this sgrecmest shall net relicve any pasty bercio from any expenes, Eshility or ather ehligation or amy remedy
thverdTon whii ch b wacmatd o anuched e o the date oF sah o nst os
Upen ination of this agr a=d the iem ol oll igati hergunder, in b cvent 3 memorandum of
this Dperting agrermess bas boen filed of resord, Opsrator is mitherized to fils of resord in dl secassary pesording effises &
metice of lormdsalion, and cach pany heseio agrees b excoule suck & notige of tismnation &3 la Operater’s inleredl, upan
request of Operater, i Dperates has samsfied all i1y nseisl obligstions.
AERTICLE XIv.
COMPLIANCE WITH LAWS AND REGULATIONS

A Laws, Ropelutiong s ones

This agreement dhall by subjeet 1o S spplicably lows of i siniy s which the Contrest Arew is logsied, to e validl pales,
el e, and erders of any duly comtinged regulalory bady of said stabe: and 1o all sther applicable Tederal, state, amed becall lows,
cavbmanees, nules, repalations md orders.
B, Ceveming L
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Hiotiing berein contained shall graek, or be coestrued o gront, Opembor B right or suthonty & welse or melesse sy
wights, priviboges, o ohigations which Mon-Operstons may heve e fodersl oF stabe e o unader noless, peguistions oF
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ardery promdgaied wnder wach laws in rofmmes fo ol g sd minoal epoiion, indeding the locstion, sperasien, or
produnion +f wells, on wets effaamting of bdjacint 1o det Contrael Arés
With resguet s the spersmens bureumsder Non-Operstors sgree 0 reease Oiperator o sy snd all lesses, damages.
injuries, dluimes wed csises of wowen ansing oot o, ind de v o reilting Sready o mdireody Fem Operster's inlergretstion
ar spplication of nies, nadings, regulstiom or arders of the Department of Energy ¢ Federal Energy Regulalory Commission
or predosceor ar suscrseer agsmsies Io s sxbnl wch mbapeciation e sppcaion war medc = good fuih ad dec st
consbtals grovs sdgh poire. Each Nen-Operator huribia sgroes 1o seiinbune Ogeraion for v Non-Operater's share of
produciian e sy refand, fine, levy or sihor govormmsmisl sanchios the Oporator may be required 1o pay as 3 result of such
= ineomeel inderpreistion of spplvestion. iegether wish imeres snd penalties thenven owing by Cperser as o result of soch
ingarred inferpreisten or gpphication.
ARTICLE XV,
MISCELLANEOUS
A Emect o
Thitn agreement shall be binding upen coch Nen-Operaios when fias agreement or o counterpant thereed b been
wxeasted by much Non-Crperator and Oiperstar netwithstanding that this sgrecmest is net thes or thersafisr eveosted by all of
thist parties b whicli it is vendered or which are listed sn Exhibit "A" 5s swsing sn inberes i the Contrest Ases of which
awn, in fact, mm interest in e Contract Arca Oporator may, hewover, by writtien naties 1o all Nen-Oporatan who have
bowore bousd by iy sproment as aloromd, given o sy s prior o the aciual spud dage of the Dukilal Well bui inne
Fvemd |ster ihan Mve days prlar o che dote cpectBed b Artale VIA o comsmsrncement of the Tnielal Wl vermdnais chilc
apresmem i Chper st fin s cole diverotion desermines gt dhore is o jusiiily ol
dnilling speratiens. bs the evest of mech & b nation by Opersier, il Further ebligations ofthe parties hereunder dhall soms
=u af such rminad on, b the cvemi sy Man-Operater bas sdvanced oo prepaid sy share of drilling sr sther cosu
hereunder, sl sums e sdveneed shalll be revarmed 10 uich Nen:Operstor witheu interest In the everd Opersior prorgaris
wiith deilling ogeradon Mo der Imdrial Well withou e exnomtlom bere ol by all jorr oo Hotedl o Eabdbe “A™ ai having a
ourrent working inter est in such well, Opar stor shall indemnify Nen Operaters with regee es ol cssts inourred far the
misial Well whibch wossbd bave beem charged io such persen ander this sgreement i vedh percom had execued e came amd
Ogarsion shiall rigan sl rovimias whi ch would have baan reseived by s parson usdar this sgroamant if ssh paresn bad
cveoated the wame.
B Successors and Asidgnst
Thls sgresment shall be binding upan and chall lmars io the bl of the parile hareis ssd ihelr reopective helre,
devisees, legal pepresemtntives, suceessors meed wsigns, msed the termn beseol sl bee deemsed te rum wich the Leases o
Imsereses mobwded withim the Coneren Ares
. Commber prarist
This inssrumsant vy b cxsomed in any mamhar of coumtorparts, cach, of which shall b canddered sn eriginal for ol

R R P LS SRS EEE S Eumun s =

33 paipaies.
B I Reverabllib:
m Faor ghe purpasss of svossslsg or rejeoting this agresmest s sn sootory coneren pursas io federsl baskorupicy less

I this agresmeont chall nod he cever abde, bam rather pmict be acomseed o 1efemed in e entirery, and the faller e of any parry rs
5% thib EF e e comp |y w0 al o B il al i gatiom for il ded D shiall b @ analerial e sl

40
a ARTICLE XVL
a OTHER PROVISIONS
o RTICLE XV1
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OTHER PROVISIONS

This Article XV 1 is part of the Joint Operating Agreement dated
201_ between Onion Exploration Partners, LLC ("Crion®) and Evolution Petroleumn OK, Inc.
{"EPC") (the "JOA" ) In the event of a conflict between the terms of this Amicle XV1 and the
JOA, the terms of this Article XVI shall control. In the event of a conflict between the
l}'pcwﬁuun pnrlinn and pnmxsd partmm of the JOA, the I}]Jm‘htm pu'tioruuhdl pnwajl.

This JOA iz subject further to all the terms and conditions of that cenain
Participation and AMI Agreement dated April 17, 2012 (the “Participation Agreement®),
by and between Onion and EPC, to which reference is made for all purposes. In the event
of a conflict between the terms and conditions of this JOA, including this Article XV, and
the Particapation Agreement, the terms and conditions of the Participation Agreement shall
control.
A DEFINITIONS CONTINUED

1. The term “Deepen® when used in conjunction with a multi-lateral or
honizontal well shall mean an operation whereby a lateral is dnlled 1o a distance greater than
the distance set out in the well proposal pursuant to which the well was drilled.

2, The term “equipment”, &s used in Article VB2 (b)) and this Article XV,
means down-hele equipment, wellhead and surface equipment beyond the wellhead
connections including, but not limited to, treaters, compressors, separators, flowlines, tanks,
motor pump units (both surface and down-hole), elecmfication and other lease equipment
necessary for the proper operation of the well.

=18a-
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3. The term "frac” means any hydraulic fracture stimulation operation conducted
am the wellbore of a well in order to improve or optina 2 production in a Zone,

4. The term "hon zontal well” memns a well containing a single lateral in which
aﬂle wellbore deviates from the approximate vertical orientation to approximate hori zontal
7 orientation in order to dnll within and test a specific geologic interval, utilizing deviation

= equipment, services and technology. This shall include similar operations conducted in the
‘E‘eﬂlf}' of m existing wellbore,

i 5. The term “mnitial objective” as used in conjunction with honzontal dnlling,
13 shall mean the proposed targeted total depth of the honzontal well.
"

15 8, The term "lateral” means that portion of a well that deviates from the
1% approximate vertical onentation 1o approximate horizontal enentation and all wellbore
17 beyond such deviation 1o total depth.
i

19 T. The term "multi-lateral well® means a well which contains more than one
7 lateral and in which the wellbores deviate from the approximate vertical orientation to

. approximate honzontal orientation in order to drill within and test one or more specific
a3 geologic intervals, utilizing deviation equipment, services and technology. This shall include
2 similar operations conducted in the re-entry of an existing wellbore
F-]

28 B The term “Flug-Back® when used in conjunciion with a honzontal or multi -
27 lateral well means an operation 1o test or Complete the well at a stratigraphically shallower
1z geological horizon in which the operation has been or is being Completed and which s not

within an existing lateral.
; 9. The term "Refrac” or "Re-frac” means any hydraulic fracture stimulation
2 operation conducted in the wellbore of a well in onder to improve or optimize production in a
14 Zone which is currently open to production in the wellbore, but does not include a frac
35 operation conducted pursuant to the well proposal under which the well was dnlled.
]

a7 10, The term "total depth™ when used in conjunction with a multi-lateral or
ﬁhmmlm well means the distance from the surface of the ground 1o the terminus of the
o Wellbore. Each lateral taken together with the common vertical wellbore shall be considered
41 a single wellbore and shall have a corresponding total depth. Where the proposed
azoperation(s ) is the drlling of, or operations on, a well containing a lateral component, the
42 term "depth” wherever used in the JOA shall be deemed to read "total depth” insofar as it
44 applies to such well.
45

48 11 The term "vertical well” means any well dnlled, Completed or Recompleted
o other than a horizontal well.

“ 12, "Well Pad” means a dnll-ready surface location from which one or more wells

<1 are dnlled and any related surface equipment, appurtenances and facilities related to and
=2 solely servicing such location.

ES)
< B. COSTS ASSOCIATED WITH USE OF CONSULTANTS

o=

56 Operator may charge 1o the joint account the reasonable third party costs of
=7 consultants, including utlom;l)'n. necessary to secure regulatory permits and approvals for
sadn.llmg wells, collechng and discharging water and any other matters related to the project.

&

C. OPERATOR AFFILIATES

L
&
63 Notwithstanding the provisions of Artidle V herein to the contrary, a party o this
= agreement that has been designated as the Operator under this JOA (“Pariv”) may employ a
s subsidiary or affiliate to serve as Operator so long as the Party owns an interest in the
s Contract Area and is otherwise in compliance with the provisiens of this JOA. However, at
3& such time as the Party sells its interest or no lenger owns an interest in the Contract Area, the

subsidiary or affiliate that is serving as Operator shall be deemed to have resigned just
roas if the Party had been serving as Operator. Furthermore, the Operator's fuilure to observe
71.or comply with the provisions of this JOA may be applied and enforced against the Party just
7208 if the Parly was serving as the Operator. Therefore, the provisions of this JOA may be
13 enforced interchangeably between the Operator and the Party just as if they are one entity.
74

-17r1)-
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1D CPERATIONS NECESSARY TO MAINTAIN A LEASE(S) IN FORCE

! Notwithstanding the provisions of this JOA and particularly Article VI, if any

5]:|m|1mad upamhumi are necessary to maintain a lease covered b}r thais JOA in force, or an
s agreement 1o eam a lease(s) which would otherwise expire unless such operations are
Teonducted, then in addition to being penalized under Article VILB.2. {a) and (b}, each Non-
# Consenting Party shall assign to Consenting Parties all of such Non-Consenting Party’s right,
and merul in and to the lease(s) or portion thereof or such agreement wluch would
oat or not earmned if such operations were not conducted. Such assignment shall be prompdy
12 due upen commencement of said proposed operations by Consenting Parties and if the
13 assignment is in favor of more than one party the assigned interest shall be shared by the
14 Consenting Parties unless otherwise agreed to in wniting. Thereafter, such acreage covered
14 by sand assignment shall not be subject to the terms of this JOA, but shall be deemed 1o be
16 subiject to an agreement identical this JOA changed only in Exhibit A" 1o indicate the
¥ Consenting Parties and their ownership percentages. For purposes of defining operations
19 necessary to maintain a lease or agreement to earn a lease(s) in force which would otherwise
0 expare, such operations will be deemed necessary il proposed within three (3) months of the
2 date the lease or agreement would otherwise expire.

n
BnE PRIORITY OF OPERATIONS

M

BL] 1. Vertical Wells. When a well which has been authonized under the terms of

6 this agreement as a vertical well shall have been drilled to the initial objective, and all tests
"mare been completed and the results thereof furmished to the participating parties, and such
parties cannot unanimously agree upon the sequence and tming of further operations

.w regarding the well, the operations proposed to be conducted shall be governed by the
1 following sequence of prionity:

a  Conduct additional testing, coring or logging,

b. Attempt Completion of the well without Plugging Back in ascending
order from deepest to shallowest depths,

¢ Sidetrack the well in the order of least deviation from the original
bottom hele location to the greatest deviation;

d. Deepen the well below the Objective zone in descending order from
shallowest to deepest depths,

. Attempt to Plug Back and Complete the well in ascending order from
deepest to shallowest depths,

f  Plugand abandon the well pursuant to Amicle VILE.

2ay ARk s ta &2 & FEY B2 EE B

2. Horizontal Wells. When a well which has been authon zed under the terms of
s2this agreement as a homzontal well shall have been drilled fo the initial objective, and all tests
11 have been completed and the results thereof fumnished to the participating parties, and such
¢ parties cannot unanimously agree upon the sequence and timing of further operations
14T ing the well, the operations proposed to be conducted shall be governed by the
4 following sequence of pricnity:

a  Conduct additional testing, coring or logging;

b Attempt Completion of the well at the initial objective in the manner set
forth in the AFE (ie., in accordance with the cazing stimulation and
other completion programs set forth in the AFE),

c.  Attempt Completion of the well at the initial objective in a manner
different than as set forth in the AFE;

d Lengthen the honzontal or lateral borehole (which shall require consent
of all the participating parties),

FEEEFE-E BRI F-N-N- R
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e. Plug back and attempt to Complete the well at a depth shallower than the
imitial objective, with prionity given to objectives in ascending order up

the hole;

Plug and abandon the well pursuant to Article VIE.

Do NE oA m
=

3 Lass, Injury or Death, If at the time the parties are considening a proposed
1o operation, the well is in such condition that, in the Operator's judgment, a reasonably prudent it
operator would not conduct such operation for fear of mechanical difficulties, placing the
12 hole, property, equipment or personnel in danger of loss, injury or death, or fear of loss of
13 hole or the well for any reason without being able to attempt a Completion at the Objective

14 zome, then such operation shall not be given the prionty set forth ahove.
1%

#F SIDETRACKING
17

198 HMotwithstanding the provisions of Article VLB 5, "Sidetracking”, such paragraph
w0 shall not be applicable to operations in the lateral portion of a horizontal well or mult -lateral
n well., Drilling operations which are intended to recover penetration of the target interval
22 which are conducted in a honzontal or multi-lateral well shall be considered as included in
21 the onginal proposed dnlling operations.

G. PARTIES TO OPERATIONS

5
*
bl Notwithstanding anyihing to the contrary in Article VILB.2, the share of production
20 from a well which Non-Consenting Parties shall be deemed to have relinguished to

= Consenting Parties in any Reworking, Re-fracing, Deeperming, Plugging Back or Completing

0 of a well shall be the Non-Consenting Parties' share of production, insofar and enly insofar as
Jite production from the wellbore of such well only from the interval or intervals of the
. formation or formations from which pmducuml 18 obtaned or increased as a result of the
1 operations in which the Non-Consenting Parties did not participate. In the event a

13 subsequent operation 18 proposed for such well by one or more Consenting Parties prior to

1 recovery of all costs and penalties recoverable from the relinguished interest of
nNan-Conntﬁ:irg l’:ﬂ:,r in said interval or formation, Non-f_'onaﬂting I"a1y11hsll be entitled
:m participate therein to the extent of its interest prior to relinguishment.

L] Only a party that participated in the Non-Consent well shall have the nght to propose
a1 @ Deepemng or Sidetracking operation for such well, but all parties, including parties which
azdid not pcipate in such well (other than an Initial Well}, shall be entitled to receive notices
and shall have the right to participate pursuant to Arhicle ‘n’l B in such Sidetracking or
g Pecpening operations. However, those parties that did not participate in the Non-Consent
4+ well shall reimburse the Consenting Parties in accordance with Article VLB 4. in the event of
a7 a Deepening operation and in accordance Aricle VLB.S in the event of a Sidetracking
48 operation.

]

so H. REGULATIQONS

f:l! J’ul} state or Faderal mgulu:ilm, pundlica and'or assessments which may be Iawl'u]l}'
s1applied to Operator as the result of any action by said Operator in Operator's conduct of the

s operations hereunder, shall be shared by the Operator and the Non-Opemtors in proportion to
s their interests as set forth in Exhibit "A” hereof provided there is no fraud, intentional

56 misrepresentation or other act of gross negligence or will ful misconduct by the Operator.

L LANL SEEVICES

L]

BEES

Operator, & part of its services hereunder and without additional charge, will provide
2 all resources necessary o manage and develop the lands, leases, wells and related facilities off
&2 the Parties within the Contract Area (sometimes referred to as the "Properties”), including but
&4 not limited 100 operation of Properties, and technical oversight of any non -operated

i menmartas e ntananed A lessas tamathas siark rirla asd laad Rlae
L]

arl ADDITIONAL FACILITIES
i

o All proposals for Well Operations may include the costs of additional equpment and
7 other common facilities neaded to serve the wellis) covered by such proposal, whether or not
located on lands within the Contract Area (the "Associated Facilities" ), provided, however,
that " Associated Facilities” shall not include any saltwater dizspozal wells or facilities
# necessary for the delivery of produced water from producing wells to a disposal facilitywell.
<17 -
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. A party who elects to parhcipate in the proposed Well Operations shall be deemed to have
. elected to participate in the Associated Facilities. Saltwater disposal wells and related
4 facilities shall be govemed by the terms and conditions of the Participation Agreemant
£ Upon the termination of the Participation Agreement, saltwater disposal wells and related
% facilities (whether or not located on lands within the Contract Area) serving the wells
7 producing (il and Gas from the Contract Area may be proposed by a party hereto as a
j subsequent operation under Article VILE. 1 of the JOA. In such case, the parties hereto shall
have an election to participate or not participate in such saltwater disposal well and related
., [Tacilities in accordance with the terms of Article VI.B.1 . Netwithstanding the provisions of

1z Aricle VLEB.2 herein to the contrary, if a party elects not to participale in a proposed
13 sal twader disposal well and related facilities, such party shall (a) have no ownership righis in
14 or obligations with respect to such saltwater disposal well and related facalities, including amy
14 vested future ownerslup nghls or interests in such well and facilities, (b) not be responsible
| For any of the costs and expenses of such saltwater disposal well and related acilities, and (¢}

retain the right to access and use such saltwater disposal well and related facilities for the
1-:| disposal of such party's proportionate share of produced water from wells dnlled under the
20 JOA, on a contractual basis, subject 1o the payment of a reasonable fee to the operator of
21 such saltwater disposal well and related facalities for such access and use,

. K. RECORDS AMND ACCESS
4
= The Cperator shall mantain and shall permut each Non-Operator to access and copy
26 during normal business hours and at Mon-Operator's cost and expense drilling and
21 development reports and data customary in the oil and gas industry and related to opemtions
zewithin the Contract Area under this JOA, including, without limitation, copies of regular
3 plmm_ul drill:mg el :om_plelicn schedules: copies of :lrilling_ prognoses including plaqnul
L, casing designs and setting depths, mud programs, and logging, coning, and petrophysical
w evaluation plans, copies of completion prognoses and plans including planned perforations
= and stimulation prognoses; copies of survey plats for drilling locations and proration units
w4 and copies of documents received from all regulatory bodies or other governmental agencies
1= having jurisdiction of the properties in the Contract Area. In addition, Operator shall provide
s to all Consenting Parties in each well drilled on the Contract Area and other facility
i installation activities daily reports setting forth daily drilling, completion, facility activity and
estimated cost amd expenses of opuntiom as often as gun.mtnd_ detailed mud Iq;a, mud
a0 logging reports, drilling break, and show reports, as often as generated, well logs, including
41 any pressure or Muid (and gas) sample reports and micro-seismic reports, and daily
42 produchion reports, including oil, gas and water production along with any messured pressure
42 information. Operator shall also secure and store any conventional or sidewall core samples
recovered and shall grant Non-Operators access 1o such samples at all reasonable times upon
4 Tequest therefor by any MNon-COperator. The Cperator shall keep Mon-Operators fully
47 informed with respect io all wells within the Contract Area including planned wells, wells
& being drilled, tested, completed or plugged, and shall provide all Mon-Operators with all
s drilling reports and all well information for wells dnlled hereunder promptly after Operator's
s receipt of such information. Each Mon-Ciperator shall have nghts to access the Contract Anca
5 and operations at its own nsk and expense to inspect and observe all operaling activities.

2L, CONFLICTS WITH LAW
=

s In the event this JOA or any other provision hereof is, or the operations contemplated

= hereby are, found to be inconsistent with or contrary to any law rule, ]'I.‘Fl.ﬂmml or order, the

5 lu'ﬂﬂshdlbcdmnndtomﬂ'dundlhinlDAahﬂﬂbcmgardcdaam ted accordingly, and
s 50 modified, to confinue in full force and effect.

50 M. ASSIGNMENTS

Motwithstanding any provizion of thiz JOA 1o the contrary, where, under the terms of
Il'us JOA, a party hereto 15 required 1o assign to one or more of thé other parties its inlerest in

one or mone leases or portion or part thereof, such assignment shall be made free and clear of
& all overniding rovalties, production payments, net profits interests, morigages, liens or other
& burdens placed thereon by the assigning party or resulting from its ownership and operation
& of such lease or inferest except such burdens with which the lease or interest was burdened
¢ when made subject 1o this JOA, but otherwise without warranty of title, either express or
iulrnpllcd except against those parties claiming by, through or under the assignor but not
otherwise, and assignee shall have the nght of subrogation as to any warranties fo which it

L oy b entitled

]
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'MW, DISBURSEMENTS
o If Non-Operator elects to not take in kind its share of Chl and Gas produced from the
s Contract Area, Operator shall market Non-Operator's share of Ol and Gas produced on the
& same terms and conditions as Operator markets its share of Oil and Gas produced, subyject,
7 however, 1o Non-Operator's right 1o agan take in-kind and market 113 share of Onl and Gas
s produced as provided 1n Article V.1L.G. At any time when Non-Operator's share of
fourndumim 15 being marketed by Operator on behalf of Non-Operator, Non-Operator may

require that it receive its pro rata share of the proceeds of sale of. roduction directly from the
12 purchaser thereof. In such event Operator shall in good faith exert its best efforts to facilitate
13 Mon-Operator’s right to receive its pro rata share of the proceeds of sale of production
1a directly from the purchaser thereof.
1
16 0. TAXES
1T

Operator shall or cause to be all taxes, either State or Federal, owing or

H which may be payable on p;'rf}rnduclmn from Ihimgmtrw Area, whether in the form oﬁ
g, Severance of production tax; provided, however, if at any tme any party is taking its share of
22 production in-kind or is being paid for its share of production directly from the purchaser,

zxsuch panty ghall pay or cause 1o be paid said taxes as to such production.

®op METERIMNG OF PRODUCTION

= N - . . . .
ar If a diversity of the working interest ownership in production from a lease subject to this

28 JOA occurs as a result of operations by less than all pamies pursuant to the provisions of this
o JOA, it is agreed that the oil, gas or other hydrocarbons produced from the well or wells

e Completed by the Consenting Party or Parties shall be separately measured by standard

M melenng equipment 1o be propedy tested penodically for accuracy, and that the seting of a

33 separate tank battery will not be required unless the purchaser of the production or a

y  Bovernmental regulmory body having jurisdiction will not approve metering for separately
33 measuring the production. In the event of a transfer, sale, encumbrance or other disposition of
36 inferest within the Contract Area by a party hereto which ereates the necessity of separate

31 measurement of production, the party creating the necessity for such separate measwrement
;shﬁll alone bear the cost of purchase, installation and operation of such Facilities,

a0 Q. BANKREUPTCY

1
a1 If, following the granting of relief under the Bankruptcy Code fo any party hereto as
a3 debtor hereunder, this JOA should be held to be an executory contract within the meaning of
44 11 US.C. Section 365, then the or, or (if the Operator is the debtor in bankmptcy) any
43 other party, shall be entitled to a ation by debtor or any trustee or debtor within

. thirty (30) days from the date an order for relief is entered under the Bankruptcy Code as to
4 the rejection or assumption of this JOA. In the event of an asgumption, Operator o said
4o other party shall be entitled to adequate assurances as to future performance of debtor's so
ghligdiun hereunder and the protection of the interest of all other parties.

g3 12 B RIGHTS SUSPENDED

If a lien conferred in Article VILB. has been enforced, for so long as the affected
sg party remains in default it shall have no further access to the Contract Area or information
57 obtained in connection with operations hereunder and shall not be entitled to vote on any
4% matter hereunder. As to any proposed operation in which it otherwise would have the nght to
39 participate, such party shall have the right 1o be a Consenting Party therein only if it pays the
S0 amount it is in default before the operation is commendced; otherwise, it automatically shall
1 be deemed a Mon-Consenfing Pany to that operation. The foregoing shall not apply to
amounts being disputed in good faith and as to which the Non-Operator has delivered the
§4 Operator written notice.

64 3. MUTUALITY

7 The parties hereto acknowledge and declare that this JOA is the result of extensive
6k negotiations between themselves. Accordingly in the event of any ambiguity in this JOA,
:lhﬂe shall be no presumption that this instrument was prepaned solely by either party hereto.
T ADDITIONAL LANGUAGE TO ARTICLE V - OPERATOR

H:

THE PRECEDING SENTENCE SHALL BE DEEMED CLEAR AND
™ {. OMSPICUOUS AND SATISFY THE EXPRESS NEGLIGENCE RULE. THE PARTIES
- 1T
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2 SHALL HAVE NO LIABILITY TO ONE ANOTHER FOR CONSEQUENTIAL OR
APUNITIVE DAMAGES ARISING FROM CLAIMS RELATED TO THIS JOA.

4 U, NON-CONSENT OPERATIONS
3

] Motwithstanding an election by Consenting Parties in accordance with Article
V1.B.2{a) to designate one of the Consenting Parties to perform work as to which not all the
# parties have elected to participate, upen the completion of such werk, the Operator shall
10 assume operations over the resulting well or other property and perform such woerk in
11 accordance with this JOA.
i

1

14V, MULTIPLE WELL PROPOSALS

it

16 Mo party to this Agreement shall propose the dnlling of more than one well at a time,

17 mor shall any party to this Agreement propose the drlling of a well during the time that

s another well is being drilled except: (1) by mumnial consent of all parties hereto, or (2) if one
I or more of said proposed wells are obligations necessary for the maintenance of any

leasehold interest on acreage coverad by this Agreement.

FH
W, SUBSTITUTE WELL PROVISION
1a

1] In the event any well (other than a Commitment Well, as defined in the Participation
26 Agreement) dnlled hereunder is lost for any reason prior te being drilling to the proposed
Em depth for such, or Orperator has encountered during drilling mechanical conditions

which would, in Operator's opinion, make further dnlling in any test well hereunder

30 impracticable or inadvizable, Operator may abandon said test well and thereafter may
31 commence operations for a substitute well for any such well (which has been lost or
12 abandoned ) within ninety (90} days after abandonment, to the same proposed total depth,
a3 drilled in the same quamrse-ﬂinn {unless a different location is agraeabla to both parliesj,
a4 and dnlled suhiu:l to the same terms and conditions as the well so0 lost or abandoned. Such
EH substitute well shall thereafter be considered as the onginally proposed test well under this

- Agreement.
1 X. WAIVER OF JURY TRIAL
40

a THE PARTIES HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVE,
43 TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT THAT
4 THEY MAY HAVE TO TRIAL BY JURY OF ANY CLAIM OR CAUSE OF ACTION, OR
441N ANY PROCEEDING, DIRECTLY OR INDIRECTLY BASED UPON OR ARISING

OUT OF THIS JOA (WHETHER BASED ON CONTRACT, TORT, OR ANY OTHER
7 THEORY). EACH PARTY (1) CERTIFIES THAT MO REPRESENTATIVE, AGENT, OR
48 ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
48 OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
20 LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (2)
L ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HAVE BEEN INDUCED TO
3 ENTER INTO THIS JOA BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS

AND CERTIFICATIONS IN THIS ARTICLE XVIL.X

"
16 Y. [INTERPRETATION OF ARTICLE VLI,
”
L] MNotwithstanding anything in this JOA to the contrary, for purposes of Article VLD,

sowhen calculating the percentage of parties that have given their wnitten consent under Amicle
V1D, such calculation shall include the interests and elections of all parties owning an
interest in Oil and Gas or Oil and Gas Leases in the Contract Area, regardless of whether or

s3not such parties are signatories to this JOA,

dddddgRaREl
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I WITNESS WHEREDQF, this agreement shall he effective ai of the  day of

Wi as prep

il d Shis form for execution, represents and warrant,

4 Operating Agreement, a3 publiihed in compuierized form by Forms Om A Disk, In<. Ng changes, alteratbons, of

4 Artiches Bave been made bo th Fore
. ATTEST OR WITNESS: OPERATOR
T
E] Hy
®
e o et wame
1w
" Tide
Drate
12
1 Taa 1D or 5.5. No.
14
s NON-OFERATORS
8
()
L —
18
Type of prisd nasse
e
0 Tite.
21 Dt
ir Tax T or 5.5, Mo
i3
24
15
Ey
6
Trwe or prini name
7
1t Tiike,
1% Urale
35 Tax I or 5.5, Mo
a1
32
33 By
34 Type or print name
3s
Tine
RT3
raie
37

Tax ID ar 5.5, Ne.
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Typs or prini nams
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Type or print name
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Tax [ ar 5.5 No
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ACKENOWLEDGMENTS

z Hode: The Boems of wre ihe shorl forms approved by The Uniform Law om Motarial Acis

3 T walichty and effect of thess formse in amy dlale willl depensd wpon B dtabubes of Phal dae,
i

A Individusl ackmowledgment:

& Stule of

7 iL

§ Counky of

¥
This mdrument was acknowlodged befors me on

12 (Sead, if my)

13 Title (and Fank)

1tk Ackmowledgment in represemtative capacity:

17 S2aly of

I o

19 Cousty of

m This instrument wis acknew ledged belore me on

B by

i of

23 iSeal, if amy

F ] Tide (and Rask)

3

k)

EL

31

31

33

34

33

L
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EXHIBIT "A"™

Attached 1o and made a part of that certain Operating Agreement dated effective the day of
201, by amd between . Oiperator, and o Nom-Oiperstor.

L N sU N
insert description of spacing unit)
IL RESTRICTIONS, IF ANY, AS TO DEFTHS, FORMATIONS OR SUBSTANCES There

afe no restnctions.

W1 OWNER W1 %
Crrion Exploration Partmers, LLC 55%
Evalution Petroleam OK, Inc. 45%
100 GO0

subyect, however, 1o revigions in accordance with this Agreement and any Participation Agreement
V. ADRESSES OF THE PARTIFS FOR NOTICE PURPOSES

Orion Exploration Partners, LLC
4BT0 S, Lewis Ave, Sie, 240
Tulsa, OK 74105

(918} 492-0254 Phone

(918) 492-0263 Fax

Evalution Fetroleum OK, Inc,
2500 ity West Blvil, Suite 1300
Housten, Tecas TTO42

{T13) 2350122 Phone

(T13) 9350199 Fax

Prepared by [ |
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1 3 ADVANCEE AND PAYMENTS BY THE PARTIES

1
3 . Unless othemd o proveded fid an the A gresioent, the Opester iy requere the Him Opersters o adwmce the ehire of e eesnated
4 ach oulay fhr the succesing manth's e o wathin fiftess | 15) duys after recespt of the adwnce reguest or by the fir day of
5 e mionih for which B adwnte isrequered, whichever skaer. The Operalor shall afjus sch monthly biling 1o reflsdt adveeces
§ recoived from e Hon- Opemtors for sech menty, [F's refand i due, the Ogerator chall apgly the ameun o berefindedito the
7 mubpequent month's billing or sdvance. uniess the Hon-Opentor sends the Oparator & weitten reqaed. for & casdh refimd. The Operatar
3 Sl rera the refmd o e Mos-Opemtar wetun fifeen(15) diys of recept of such wevlien reqeen

9

n B Ewmept ad prospded beloor, shch Pay dhall pay @1 properiseaite @ee ofall tellsin Ad) wetes Gf%een (15) digs of pecmgt date 17
1l pyenend. 15 ot made wilten such e, The unpatd balance shall bear interesl compounded monthily of the prime rate poblished by the
i Wall Serowt Sourral on the St duy of much manth the payment is dslsmquent, pi theee parent (19s), per asmm, or the maoi mam

13 conlract e pamtbed by e ajghicable uasry Laws govennn g the Joist Propey, whichever |2 B Doteer, pli atossey's foed, cournt
] couls, el othet codtld s Canection Witk the colbection of unjudd acsounte. 1 e W Sl Joural comter b be publided of

1% disrretrmes puldistesg a proe me, D gaedtalaree shall hear (e comp exgethily l the pe P try the
16 Federd Resares plus three parcent (T4), poranmam. nbevent diall bepm acnang on e frd day of e momth m which the payment
17 was ther Prysrent dall not be reduced o deayed ara reil of maanies or sk o paked oredils und ees the Operator b agreed
13 Hotwithetanding S foregning, the Hon Opemior may reduce payment. prowded o famishes documnentation and sxplanss onto the
1L Cpemiior al e lime paymen is made, 1o the adml such mdudion is-ased by.

0

ki (1) beimg il at an incomect wortdng mterest or Partiopating Interes that is higher then auch Hon-Oiperator'sactual workeng
i mtered of Patscputag Inberedl, ad applicable, of

Fi () ot alledt x4 fefepect of AFE feqanieg apprinad of the Pastsed ander S A gronenend Lhal e Non-Operilof it nod sppfoned

F | or is sl oibersa s chiigabed in pay under the Agroement or

F.] i %) teang billed fer i progety in which the Moes-Operabor rio losgger owns & workng irierest, provided the Hon. Opemtor bas
. ] Harnished the Opemtor a copy of B recofded s grenent of Lener inliss Hotsathstantng the foregaing, the Mea-Operator
il el remen regpansble for paging bills attnbutabile 1o the meered il sold or temefered for any talls rdered dusng the thity
-] (30} day period fullowang he Opember's secaipt of such wislen nodoe, or

. (9] charges | perind adgp 1A Sectios | 4 (A4 A

0

311 4 ADJUSTMENTE

n

B A Paymend of sy auch bille ehill net praadon the & ght of any Paty 10 protet of qestion e cormenet sl hevwrvr, ofl hille
M 1
and Aabewria, inaludng e Sasemets, preabered dasing ry calervkar e chall Gomcdu ey be prcisned b b lue s e,

b wth respect caly o mependitures, afler twenty- four (M) months flloming the s of any such calendar pear, undess wathin mid
] pertod a Party fakes spenifc detaded writien exceplion thende miong & deem for sdustment. The COpermaior dall provide a nesponse
n 1o all wrilben eceplone, whether o oot contaned indm audi report, within e lime periods prescribed in Section 1. (Prpencditrs
-] A0E )

w

4 B AD adusmen sredated bry the Operator, seospl thede deacnbed i tema (1) through (4) of B34 Section. | 4 B, are Beiedio the
41 ety four (34) mont peniod followang the end of e cal endie year in kit the orgpinal charge appeared of should bave appesred
41 i

o Lhe Chpenator Joant Act oued tatement. of-paye ol fadeee—A Guetinents tid may be made beyond the tventy-four (34) month
peniod are limited to ad usiments resslbng fom the following

(P s phiyical isvestary of Corsrollable Matsial ad jeownded B in Sectom ¥ (Tiverior s of Comralkoble M), or
(3 an affesting embey (whether i whal e of m juart) i S drect fendt of @ spealfic)sint mieres wahil ciorption ganted bry the

{4)a wedang inferest rwnership wl‘t\.w-:u It erest -y ustement.
5. EXPEND{TURE ALTHTS

A A Hon-Operated, Uposs WiRen notsce 1o the Opefaod ind B other Men-Operaters, @] Bave the fighl 1o sudt Be Operaliry
accouds il pecoddd pelating 1o the Nl Acooust witian the teeny- fur (1) manth penod fldlewing the mnd of ouch il mdis pei i
‘which such bill was rendened, howesner, conducting an audil dhall ot send fie bme for Ge taking of wertien sxcsption 0 and the
adjusmmt of sccounts ar provided for in Section | 4 (Adncrmens ] Any Pty that ir aubyect to payos sccounting under the
Agreament dull have the mght Lo auEt the acoounls and moords of'the Party responsble fof jrepasng the payodt Salemets, or of
e Pusy o dteg inforean on 1 B Party {f PO Shalermenis Andits of payoul socounts may duds the

. ‘oleones o pdrocacbons rotced.eMied s prcsnd ecctecd fr ki mcebon: 4 iy potel e perout mecomniing
lisch amader the A gresment. fusdits of a puryout account hall. pry be conductal

R R R R o

@
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pwonty-fom (M) meonth penad Fell owag the and of the cal indar vear in whids e pave datanant was madared

Where theee e two or neene Nen-Dpaators, the Nos-Operstors dall sake cvery nomonsble ol to condhect o joint s in o mormer
that will resuli i & s of osvmionee i the Opersics. The Operaiior shall bea ne portion of the Nan-Opastors” st cost
inurred mder thes paragragh e agoed o by the Opersto. The sudits. shalll ot e odeed more San osee each year withon
prics appreval +f the Operstar, except mpan i rosigraton o remaval of the Oparator, wd shall be e 21 e cxpose of

&
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@ Fcommiraded by COPAS, Ine.

copas

1 s Mion-Oparatons appeowineg such audit.
2
..3. The Hon-Operstor leading the audit (herenafier *lead sudt company™) shall e the sudit report within ninety (90) days

;.11 complation of the audt testing and analys; however, the rinety (00} day b poriod shall not stend tha twenty-four {24)
m
5 requinem ant for taking specfic detal ed writhen sxopton a5 required in Sechion §.4.A Adssbeme ) sbove. Al dams shal be
8 sspporied with suflcent documentation.
7
hl & ey Bled wiifen staplion of sudl feprt Snlaneg withen seapbons (heranafer "snnen ecaptiond”) shall, with respect

9 the daims made thersin, pred ude the Operator fom sssering a statte of limitatons deferse agairst such dams, and the
O 108
o heneby waives its right 1o assert ary sttute of imitatons deferrse against such dams for 50 long a8 any Non=0perator conBnues
L]
menply wih e doadines for resolving exaphons provdied in s Accountng Prooedune. B e Mor-Operators Sl fo comyly with

12 ther addsonal deadines in Section 1.5.13 or 1.5.C, the Oparator's waiver of its aghts to assort a statute of bmitators defense agarst
13 the daims brought by #ie Non=0Operstors shall |apse, and such diaim s shall then be sutject to the applicabie stane of
mitations,

14 provided that such warver shall not lagss in the event that the Operafior has faibed to comply with the deadlines in Section LS8
o

15 IL.5LC,
1B

17 B, The Operator shall prowide & wiitten response i ol exceptions in an sudt report within one hundned eghty (180) days afer
Operainr

1B recsaves Such report. enad @ epaons shoud b accomparesd by & substante responsa. [T e Opsrator fals 10 provde substankvg
IDFRSPONGS 1D N SRpOOn wAhin TiE ond hunded segiity [ 180) day panod, Be Operair will Dwt inkanest on that & 0ephon OF poFion
20 hereolif unmately granked, Fom the date o redsved e audi repor. [merest shall be calculaied uang the rate s forthen Secton
21 1.3 fAdvwmces and Fopments by the Faras]
£l

L]  The besed uc company shall reply to e Cpecator's response 1o an sudit mport within rinety (90) days of receipt, ond the
Oporator

- shall reply to the lead sudit compary's ol low-up resporiss within ranaty (900 days of recsipt; provided, howeser, aach Mon-
Dporator

25 ghall have the right o ropresant itself i it d sagrees with the lead udt com pany*s posibon or boloves the bead audt company i not
n adequatsly fulfiling its duties. Uriess otherwise provided for in Section 1.5.€, if the Operator fils to provide subsantive
response

T b0 an excepiion within the ninety (30) day pericd, the Oparator wll ows interest on that excepion or poriion thereof |f
ultimaisly
2Bgrarted, fom e date it received e sudt report Interest $hall be calad sted using the rate set frh n Secton 138 [Adwnng and
= Pugyvecnts by tha Frvtias)
]
m 0. If any Party fals to meet the deadines in Sechions 1.5.B or 150 or if any suditissues are outstanding ffteen {15) months afber
3z Operstor receives the audit repart, the Operator or any Mon-Operator paridpating in the audit has the right to call 3
L]
Hmesting, a5 red forth in $is Secton [.5.0 or it may inoke the dispue resdution procedunss included in the Agreee ent, if applicable.
34 The: meserting will require one manth's witten nobor to the Operstor and all Non-Operabors participating in the audit. The
meaIng
35 shall ba bald 5t the Opaestor's oMo of mutualy sgreed Iocabon, dnd shall be Stended by rapreentatives of tha Parted weh
36 authonity 1o resoive sLch outstanding SSUDs. Ary Party whi fails i athend this resoiuton moating shal be bound by any mesolution
wraached 3 the masting. The lwad audt company will make good fath efforts 1o coordinabe the response and poetions of the
38 Non-Oparator partopants Froughout the resolution prooess; howeer, aach Non-Operator chall have the right to reprosent iisalf,
l’rm Attendoas wil m ke good faith eforts 10 resolve CUISTAnENG iERUes, and aach Party wll b moumd o present sbstantvg
e aton
4 Spporsng its posibon. & nescheion mesting m.ay be held as ofien & agreed 1o by e Parties. [3sues unmschved 8t one meeting
may
41 b dscussed a1 pubssquent s estngs untl aach such S5 15 resolved.

[

d:; 1f the agresment contans no dispube reschufion procedures and the sudit ssues cannot be resdved by negotiation, the dispute
R e gubrmithed 1o madation. In fuch svent, promplly followsng one Party's whitlen request for medation, the Paries tthe

shal choose & mutualy scceptable medator and share the costs of medaton serices squally. The Parbes shall aoch have

i

46 a1 the mediaton at least one individual who has the autherity to sette the dipute. The Parties shall make reasonable efforts
L]

AT Ende that this med son oomm ences within gty (60) davs of the date of the medaton requast Notwithatanding the abow,
oy

40 Party may Ble a Lawsuit of complant (1) o the Partes are unable afer reasonable oforts, 10 comm ence madigion within sty (607
4% dayE of the date of th mediabon requedt, (2) for Pabute of b talons redsons, of (1) 10 Seek & prefimarany iRjuncion oF
oiher

soprovisiona judcal relief, ifin its sole judgment an inguncion or other prossonal nele n neceesary © avond irreparabie damags or
a1 0 P o g 0. Do stk acton, the Paries shall coninus 0 7y B rescve the dapue by e b,

&
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E. XB {Opnional Provinan — Ferfoure Penalien)
& the Mon-Cpwrasrn fid 1o meet the deadline i Sretion 13,5, any unrersdved eveaprions that were mat aadrensed by the Mos-
Cparatars withie ane (1) year following recegpet of'she [a nubstarstes response of she Opwrater shall by dinemad 1o have bewn
wihdraen by the Mo Cperaiors, [fihe Operator fads fe ment the deadline v Svchion [5 B or 1L, oy snrepclved sxcephions e
wire mal adressad by the Opevator wathin sne [ 1] pesr follawing receipe of the sude repom ar seceipr af the lasr subatanrive respanse
athe Mon-Cperators, whichineer i later, shall be dnemad 2 have bam gronted by the Opirator ond adrasonmts shall be mads,
whoar Etreat b e Jowr Acsoen.

e AFFROVAL BY PARTIES

A GEHERAL HATTERS

tZRERSgIgSLEE

|
!
H
%a
i
E!
g
4
|
i
I

@
mumwm:m_awmmhém



COPAS 200} Ascousiing Procedas
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@

Drperaior sball noafy ol Fos O paratore of the Opervior's poopoesl and e sgresmant o sppoovad of & majanty in inbasd of the
WeneOgeruioas shall be contreling on ol Hon-Ogersiors

Thae Section Ld A spplise fo apecific atustions of kailsd darsdion whens o Parly proposseio change @ sccouniing For chasgs e from
uad presrmbed in e Arcouning Frocedure. Thisprovieon does o apply b smendim eks b thes Acsounang Frosedas, which aoe
eowvered by Serton L& B

B AMEHDMERTS

I tha A gresmant b which thie Accousging Frocedas ie attachad contens rs contrany provincos s regerd thesets, Shis Accounting
Frocedars can be amested by an @fflsmadive wobe of o LI or more pon difdssied Fasties, one of which is the Gpenior,

I:ﬂg‘ w ombuned lru:fln;mhn-ll of af [in,i uwiﬂn N - fating, L5

provwded, Bowwwer, sgpeoval of at {sast one (1) Hon-Oparstor sdall b mquired.

. AFFILIATES

For the purposs of sdman denng the volng procedures of Sectons 10 A and 16 B, iFF aries 1o this Agresm s we Aflhsies of each
Aheh fich AR abed dball Be fom Wned bl Weaked ad & # P wmmmﬂuuqm-ummp«q
Entemeat of muck AfFilintee. sndery

For the pagasss of dminiAsnag te volg procedenes inSertion 16 A, f & HonOperaor i an Affilssts of the Operator, votes
ronder Ssction L6 A shall requers the m gecity i stsre et of the Hon-Ogpesstond) after sxciufing e snterset of the Oparatar's

HpHEBHYEE GREESE0 S w " awau

Affias
H DIRECT CHARGES
H The Opeatcr il chige the Joint Accoust with B following ilsmn
L RENTALE AND ROVALTIER

Londn prsstal i icted syl i o oy b O i, s babaall of ] Pastand, v the it Oipmintastan.
1. LABOR

A Baluring and wages, i chudisg ineetive ompenuali o8 progran o st forth s COPAS MFLIT ("C hargaability of Ine esitive

o omipe wa ki o P rogr ame®), fou

(1) Ot aser's Boeld emcplogmes detectly employed O iite i the conduct of Toun Opation,

[Ty Opeabsi’s smpleye sl datvolly employed oo Thod ¢ Base Facalities, Ofabusrs Fadchilies, o8 oiir Deililiod s ihe ]
PFroperty if such coste ae not charge d undsr Section 11 4 [Fpapee aved Pocilides Peswiched by Opeator ] or are nod s

functimn covened under Seczon ]l Crerheadi
(3 O perabors s ployrese provideg Farst Lawsl Sugsrmaon,

Crprrator' s o) e prowiding On ate Technicd Seevices for e Doint Froperty of such changes we sxcloded from the
o nhqdr-lp:; :;lumm

03] Operatee’s scpl e pdovding OF-ale Techineal Terviced for the Joutd Peopeny of ssch ebae go s oo exeluded fem the
vt bl uben i St on (11 @0rerisna]

Chasged st the O prtaad's etepl e ideptifod = Bectaan 113 A sy be made bised of the i playeds actual sudeived ind wagei,
or i liwu Suarect n duy tale repoeserisng the O perstor's s ves uge ondwien amd wages of e enployee's ppeafic job catagary

Chasged sl pefitaial chirgrable under thai T et 112.A who ate Nevngs sllonali dhall 5ol exened com patable com petsulion pad
w0 aneguralent U5 smployes purssant 1o this Section @ 1, undess oerwise appaoved by e Puties pursuant 1o Setion
L6A [Thover o Mabiers )

B. Dperors cost of holidey, varation, scknoy, end dimbilsty benefily, and other paid s whess
waluties and wages ae thargeakle to the Joant Arcount wder Secien 11 1 A, endulng seve s paym b of ohier b mitation
llowancre Such cosls ueder thae Section 0] B may be charged on o "whes e sspoed bame® o by "percectage smssemian® on B
s i of i el wngged el g abln b6 (e Jain Ause ol ol Section 10 25 IF peicentige assesamenl o dned, (he iis dhall
e based on e Olperatod s coat expecience

c T RBREE YR YRS DR REaeh A E AR B A g R Y HE B g

wa

L] 4 Expendhitures of corinbulions mads paeaan b ases s enis imgeieed by govemmental sulhondy Sl e spplicable to
ahvgeatle (0 the Joink Acoouns unde Seclions 1134 ad B

L
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1 O, Persons Bxpinsed of perionned whose salaned snd wagid sre chargesble 1o Fie Jent secount under Secton .24 when
L]

2 @ panses are ancuad in connaction with direcy chargesble actiwbes.

t ]
4. Pemonsle reocston tevts incurmed in trassleideg 1o the Joint Propeity perssnnel vwheee 18 506 §rd wsges are chngaabls 1o e
§ Jant Aooourit under Sackon 1124, Noteithatanding the Sregong, relacabon ot Bt result fom reangaresabion o merger of &
& Party, or Bhat ane for the pemary benelit of Se Operator, shall not be chargeable to the Jont Account. Extraondnarny nelocation
7 coebs, such a5 #ose nourned a6 & result of ransiors from remote lacabons, such & Al s o Cwerseas, shall not be dharged D e

8 0t AEcem inlins spprved by the Paris pirmast 18 Secton BA (Cmes! Matter)

0 F, Traming cosis a5 spacifed i COPAS MF1-1E ("Charging of Traning Cosis 0 e Jant dccount”) e parsonnel whoss calanes and
11 wages arwchargoeable Lnder Secton MIA_ This raining charge shall indude the wages, salaries, training course mst, and Pesonal
17 Expesmes incuried during the Waining sesaion. The iraining cost shall be chaiged or dlocated 1 the propeiy of propeties divecthy
13 Epnaditing from the Waining, The cost of the iraising cowse shall nol excond prevaling comemrcial rales, vhim such rabes ane
it wlabin.

14 G. Opasrstors curment cest of plams Tor ermplvgen benolis, = n COPAS BHL 2T (Employes B slits Changeabils
17 e Jdoim Operations and Swhject 1o ane s L s labor costs chanpesble to the Jaint account
18 wnder Sectons [12,4 snd B besed on the Opeasior's actusl cost ned 1o oxeed the employes benefis Bmidtat maost
1% recenitly recenim ended by COPAS,

x

21 H. Awsard pary o npleyees, in d wilh COPAS MF|4S [Mhwvaids 1o Employem and Comiraciors”) for pesannsl whess
- salaries and wages e chasgesbie indor Section 1124,

B

e

43, MATERIAL

= Msterial mirchssad o firnished by tee Operasion (on s on the Joknt Propey in e ondiuc of Join Opsrations & pevded nde Section
27 m{Matenal Pechss, Treghe od Digosiondy Only such Matarial shall be purchased for or Tansfermad 10 tha Jant Property as
28 may be nequired for imemecdate use or s essonably practicsl and corsishent with eficer snd sconomical operators. The scoum ulaton
- of gurplus shocks shall be svoded.

El
4 THANSPORTATION

B. Trarsportabion of Matena babwesn the Jent Property and another property, o from the Opsraior's wanshouss of other stonage ponk

1o thas Joent Proparty, Shall ba charged &0 thi ecsseng property Lsing one of Fia mathods keted Deiow. Transportaton of Mater sl

3 Uoen the Joint Froperty to the Opesstor's wanshouse or ofer storage point shall be pad fir by the Jont Property using ooe of the
methods listed balow:

n
=
n k Tramp o tha Dp Oip Affiliate's , 00 i p y Ber Joist Op
=
=
=

=
=
w3 ([ the actual trucking dharge is less than or equal to the Exduded Amount the Operator may charge aclual trudong cost or a
L] Whpsitical chaigs fiem the Raikery L aceiing Paist 1o 1k Joist Propesty, The s fer the theorstical chame i3 tha par
L humdind waigh chargn plas Tusl serchsges o th taikeey Focoiving Point to thi Joint Propenty . The Opacator skl
L comiserdy apply ihe selecied sl emative.

#

5

L

a7

-

() if the actudl tracdking charge is greater than e Exduded dmourt, the Operstor shall charge Equasli sed Freight, scoessori sl
chames such o lnading snd wnloading costs, splil pick sy costs, detestion, call out chasges, snd permit fees. shall be oaged
divetly 1 1har Boist Progeenty sed s ball ot be inclided whis calcol sting b Fauslized Freght.

1% 5. SERVICES
S0 Ther cost of contract s erice, eguipmens, and oo e in the conduc of Joist Opes sfons. ot o contrs senices, squipmem, aned
52 willtles cowersd by Soctlon HI [Oaedvead), or Section 1.7 (4fkae), or exduded under Sechion 115 [Laal Espens) Awards pald (o
o contractors shall be changaabi s pursiant to COPAS MFI-49 (" Awards to Employess and Contractors®).
-
= T corsis o thirdl party Tochnical Sendos ane chamgeslle o the et socheled fiom the ovwead rates urder Secton 111
(ol
E

€ &, EQUIPMENT AND FACILITIES FURNISHED BY OFERATOR

& aF@terabor shall charge fhar Jont Aocount for use of such surplus Operator-owned equipmaent and faok bes, sndud ng but rot

w

5 g kg SR Ixapagiznent and facilities furreshed by the Operator (La, being equipment and
facilities m smwesss 60

[

]
&produchion faclities, Shore Base Fadlities, Offshore Faclites, and Field Offices, at rates commensurate with the costs of meenhe
4 and oporation. The cost of Field Ofices shall be chargeable o the extent fie Fidld Offces provide direct servios 1o personnol whe

@
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tare ehangenbls BLUFELERE te Seetion 1124 Taker) Sisch rates may include labor, i, Neqabaln, Otfes 9
4 t 4 i T —— thod, snd inkerest on vty — Tovtescl o
xhw St [ il 5 ) e e peovicie], B, clepreciation shall nol B chagil vl

[
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agupm el wsd fucilifen isventm el have beet Pully depecialed The als Sy inchals of el of the eilismuled foil fee
shandoomens, reciamatian, wnd Srmetdenent Soch rotes shall not ezored B wrmage commercead Teten omzently prevedang in
e i ek ate aren ol the Foies Properiy

B Inbieu of charges o Sermon §16 A shove, the Operalon mey slect 10 e avesags (ommerval raled prevaling o the immetates
wed of e Joank Property, less wrenty percssd (J0%) IF equpmanl and Redlibed e chaiged under thes Temion 01 6 8, the
Oipetaber dhall adeguitily & il el d eated and dhall peaodeally tedewr il updile the fate and Uw

mppatng documertation. For suosotive equipsiend, e Operaior muy eleet 10 wee suiew published by the Fetrclos Mot
Tranmport Amaciasan (FMTA) of mack otter or gunizedion fecagrized by COPAS an the oficial sasren of rabes

. Balte st dapodad Pacdhitied, wells andl celaled Sageoal [nfiamtroctise Sy ol be charged by Opatalor under i Beotion &,
eal il e chargeable o cohmaiing paitr whdet Adicls XV LE of B Ot aling Ag el

7. AFFILIATES

A Chargee for an Affllias's goode sndlor ssrv oee wed in opend one reganng o AFE or offer sothoresion from e Hon-Oparstore
may be made withos the approval of the Palues provided () the Affiliske is deniified and e Alfilsie goods and seraoes wr
ipetifisally datadedan e qppeowd AFE o oher il alion, ot (10 e wid cosis T sach ATk ale's goods end senoes bdled
1 doeh ik dial prigeet ds nid exeeed 3 000 IF s total 2o fiod an AMFlsle's goodi el dsewiced chat ged 16 sueh
andvedual groject ae 0ot speaifically detaled in S approved AFE o saihoamation of sioeed such ampunt charges for esch
Afsate ol pequire approved of the Paies, pursoet to Sertion L6 A (Tavaral Mamees)

B For an Affbads geodd atdlol ssrion ied o spahan il sequadg  AFE of obel sdlvesdiod from te Has Dpstaton, dhaigrd
on sy ASlinte's goode and services dudl tequare spproval of e Parties, parsost toSection [ 6.4 (Dwwral Mot ) if e
chargen ezcesd 4000 B g cdesdar o

© The o of he Afliae's goade or sernicss shiall pol e cesd overgs comom eroisl pabee prevading in e wes of the Lot Progesty,
wnless @ Operaior oblmns G Hon-Ogeoiord appoevad of such suies. The Opersior shall adequaisly domment wd ssppor
temm i taied and shall perddeally feview and updals B pele and e sopporung dosom enbaion, prowded howes,
g srtakion of comm el rebee dhall ot be requined if the Operater obilans Hos-Oprnior spprowad of iie A FQial's ralse or
charges pries to billing Hon-Opersons for sudh Afflliie's goods and servioes. Hotwyihsanding ihe foregoung, daect charges for
Al s cwned comom we talion funlies o st shall be sude pesnnt e Sectian |1 12 [Commurication)

1 the Parties fual to deagnate s wmoat in Sections [17.4 o0 1170, im sech insiance the smount desmed sdopied by the Faties
an usvedt of much cmiemicn dhall be the m o eteblabed e the Opmear's sxpendiue Bmitetion o the & geemend I the
A geem et dose not conbes an Operators s pandsay limutebon, the wm ount desmed sdopted by the Fartise se & readt of exch
eeiamion sdall be zers dellace(§ 0 0D).

T DAMAGES AND LOSSES TO JOINT PROFPERTY

AR eoili od e prfsd fbeniiary fof the sepicd of fepleceman of Ieisl Propeely sonilisgg from dicsaged of lobi inserred, sscepl B B
sxtent mock damuges of lomser reedt from n Fuct's @ Pused grom cagignes or willfad miscerduct, iz whach cass much Fusty oo
Pastwed shalll b didaly Loable.

Tha Operator bl fascish e Hon-Opseator wristen notcr of demages of lomes incusted oo soon an practicatls ofler o repon has baes
dererved by the O peiabon.

% LEOAL EXPEMEE

Racoathng fose and code of hedlng, seibng o cifsrwin dachapng Miphon, dume, ed Tee mousd in o remling from
‘operations under the Agresmeri, of necessary be prolect of recoves the font Fropery, te the sutenl permitied wndes the A gesn sl
©oste of the Opersior' s or AfYinies el 8l or octade sBomeys, ihedng fees and enpenses, are not chaf grabls wnless sppaored
Tty thae Fastisn parmuand b Section [ 6 & (Mlowral Moters) oo olhareuss prowded for in e Agresnanl

H h & b f u b, seili far presaing abiteasts, foed paid 1o sitede alesneys Por e o aRinabedi (Scbodag
peelimisany, supplemental sha-in royalty spireans, dvissn oot Wile opemmond, end ralive wark dhall b chargeabils bethe srient
premdied o o doect charge i tde Agreennnl

10 TAXES AHD PERMITS

AT tarss wred pematting fees of every kind and pabas, aEsssssd of |EVied SpOn OF N conmection wils the foant Property, or the
peoduction tharefron, sed whach have base pod by the Oparator for the berefit of tha Factis, ecluding penalties and imeses, szcopl
o the ezt the pesadien e mnisresd renil from e O psrstar's groms peghgence or willfl misconduct

1 ad valorem b pud by the Dperaics e based s whale o8 is put s spande vduions of sach Patys waking s, tes
meabarith: fing wxy cantruy peevi the charges fo the Puries will be mads in sccordasce nths the fo vaus prrsrated by sach
Party's wizkesgguiies el

L]
SECOPYRIGHT 0 3003 by Counal of Pairdoun AccountanteS onstiss, ne (COPAT)
1]




(DDFS. 00 Aouning Proced e
Raxrrmmarcod by CORS, Inc

copas

Costs of taw ooreulants or ackisars, the Operaior's emipioyees, or Opsrator's &flkaie employoes in mathors reganding ad valorem o offer
i ity o ol i) e clrect dhurgeed uniesi Sppnoved Ery e P puniugnt 10 Secton 154 fGenel MEsE )

Charges 1o % Jora Amount resling fom saleslise e B, indudng edirapoleted smounts nd peratbes and inlerest, e
pemmitted, provided S Non-Cperator shall be sllowed to revies: the invaices and other undeying sourme documents which senved &=
o bt o et charges: and o dele g that e cormect amount of tesss ware changed 10 The Jon Adcount [ the Mon-Oparaion &
rt perrified 0 reves auch dooumentaiion, e ssesise e amort shal not be diredly charged unles the Operalor can
iUy coom At S amouryt oeed by e Joine Aoount

LL. INSURANCE

g:wsm&mmmiﬂuhmdﬁMWhumﬂmﬁﬂPmtmmmmnmt
conecied ofloctons whars fe Cperator acts & i reurer innogand'to it s i d errponn’s Ratllity rsuranon.

Oy S AR R Y il Pegrapeen BT W et T N st it
Laad Lo Las APy

P S— pr s r— e s o
v

SR

12, COMMUNICATIONS

Consts o csing, and Tt or sysbarms, induding
astelitn, rocko iltiam, e Joink Progasty wroratue's officed ) dirthy reponsitie for g
pralions In anndan with he provisons of C0RGS MFH-H (Feld Computer and Commncation Systems™ ). 1 the communctions:
Tachies oF SEns g the Jont Propety e Cparatr-grerad, dhanges o e Jonk Acourd shall e madk as provded e Secan 118
et oul Rirdtes Brehadly Cporaor) IF the commarnicbon Fadkies or sysiom £ senang S Joint Proparty e owned by o Oparaior's
Alflloie, charges o the Joint Aooount shall rof eomd swrage ammarsal raies prevaing N e oo of He ont oty The
Operaton shall adepeately doosert o spgen arrerdal rates ol dhall periodonlly e el ugdabe the rote and the
oG doo et ation,

13, ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

ot el Tor Technionl Sendors and diofting to onply with ecckgionl, ersdronimintl and sality Livis or stanedands:

 Caagy ¥ (0068 or ot ko mafeorit e Al o Labar arel hundtions:
Incurmd for ecoionion, orrdeonimental and saety metters, incuding ¥ L 1, and poemiting, shal be e by
Dok 1.3 Tiber} 015 Sl ar S 18 Curherd o dppiitie

st sk o s Svakatie prouton cortarrment and reeroval sgapment pus S costs. of corir anc ceerup S ey repraties
of al and ofter sl o venll o disch roim it iifells o monieed ficrtie Lass, or obar poluton oorkanesrt and
oo O -pruscnt

14, ABANDONMENT AND RECLAMATION
Costsinaurmed fr abandanment and redam aon of the Joint Froperty, indluding costs required by lease agresments or by Laws.
15. OTHER EXPENDITURES
ey ey spenchiung ol aovened or st with in e horegoing provisions of this Secdtion 11 (T Chapa) o in Secton 0

Chrhacxf) e which i of et barifit 1o thas it Property ancd i imcurmadd by the Opersior ) T neceisry and [ropes conduct of e
Joré, Cparabions. Changes mackunder s Secton 11,15 shal requreapproval of the Paries, pursuant o Sechion | 5.4 (Geunl Aoy

LI0. OVERHEALD

A T i for costs ol kil Toirf Account pursuant o Section 11 CrectChrge) fe Cpsrair
shall charge fhe Jonk Scount in aocodanoe wibh e Secan 1L

Furstions. irchuced in the overhesd rates. megardess of whether perfirmesd by the Cperatyr, Operator's. Afiistes o ®ird parties and
regardiess of locadon, shal incdude, butnot be invied o, costs and e:porses of

WL, OO T T vl that 3 jniy Cvnad e 1R ATeaiant

desgnand drafing {meoept whin dicwesd o direct charge under Sectars .13, MULA{, nd 1012, Opfion &)
invenkory mosts nof chargeable urder Sechion 'V (Taforss of bl kbl dern)

LR

admrritaon

accourng and audang

(il clpatchirn B Gin char tregraton

L

&
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ST

* RUparsEcn Al Aoty charged undlar Sacsdn 112 (Later)
diegal sareces nat drecty chargeable urcer Seion 19 @agel Fxeros
= taahon, chher hian B oosts sdnifed a6 drecly changeable under Section 14,10 (T and Perrress)
»ppardion 8nd monitoring of permits snd cetifications; preparing regulstory reports; appearances before or mestngs wkh
governmentsl sgencies or other suthonties hawing jurisdicion ower thas Joint Property, other than Ore S50 inspactions; rewiewing,
ntwpretrg or submiting commerts an or lobbying with mepact to Lass or proposed Laws.

Crwerhead dhanges: shall nchude the sdaies or wages dus appicable perol busders, benefits, and Personal Bpenses of personnd parformng
ovarhaad funchore, o wel & ofioe and dthar relatesd eperes of oesread fundions.

i. OVERHFAD ~DREILLIMG AND PREODUCING DFEEA

ToEEge T mEwy

15 s componsation for costs inoumed but not chargeable undor Section 11 {Dwrect Changes) and not coversd by othor prowisons: of his
Saction [11, the Operator shal changs on eher

Difla  (anmenanve 1) R Rate Bads, Sacmon 11118,
O (aiveriative 2 Peroentage Basis, Sedion 111 1.C.

. TECHNICAL SERVICES

(i) Excopt a5 otharesa provided in Section 1113 (Sookgical Environmantsd, and Safaty) and Section 111.2 {Overfaad = Major

Construchon and Catrstrophe), o by aporoval of the Parties pursuant to Secion LA (General Mrtiers), the solaies, man,

rel sbed payroll burdens and benefits, and Personal Expenses for On-ste Technical Services, induding third party Techrical
SaviEs

(MR ermative 1~ Divwct ) oh ol ko shasyed diruch bethe Meind Aacsunt
0 taRmristive & — Creetiad) sl b covered By th meraed s,
(i} Except a6 cthersise provided in Section 11,13 (Fookgica!, Ervironmantal, and Safeny) and Section 1112 [ Overheed Major
Conpiucion and Ceastropta), o by aporoval of the Parties purdusnt to Section 1,6.0 (Gengssl Merters), thie S8l e, wages,
red abed payroll burdens and benafits, and Personal Esponoes for OiF. e Teckaicsl Sorvices, including third party Techre:al
A

BEEF —iamernstive 1 = A Overhisd) shal be comanesd by B marksad o,

& (AN e ative 3 — A Bwwit) S0 B chir gad Eimalis the leisi Ao seni

] 2= ol . B e Bt A s, ol R Mok mtent dwh Tov bk ol Sareknd

arg dractly attnbutable to dnlling, redrlling, deepening, oF Bdetrad ng cherstions, throusgh complaton, temporary

abandorem ent, or abandorment: if 3 dry hole, Off-ate Technical Services for 2l other operations, incuding workover,

recom pletion, abandonment of producing wells, and the construchon or sxpansion of fixed assets not covened by Section
nLdvarfead - Major Corsucion and CGeionte) ehal ba coorad by the oeeehead rams.

bk g A AR T SERYEERNY MY MEYEHENS 2o

& higtwihatanckng anything 1o this cortrary o this Section m, Technicsl Seri s perdel by Operator's ARlstes. are b 1o limkatiors
et forth in Section 11,7 480085 Chenges fer Badhai ol penemead pirforming non-technca work #hall net be govemed by this Section

- LA, bt el gl by (TN DFOAAIONE OF T SCCOUNNING DrO0Rcune relaing 10 e TyDe o work binng Dertormiad.
: b. OWEPMEAD =FINED RATE BASIS

: (1) The Cpseator shal chargs e Jowk Account ot the follwing rates: per wll Die month;

:[ Bwidling well Rate per month § 590080 Cprorated bar buas thas o ol menth)

"y Producing Waell Rate per month § S5808

] (2 Spelicaon of eerbasd —Orilie g wall & ste ohll ks o Fsllamn

w

W (8} iharges for anibors deilling wells ihall bagin sn fha iped daln and bermimate as the dotn the dreillog odjar ¢ ommplaline
[ equpment used on the well & released, whichever ocurs lafer, Charges for offshore and inland waters driling wells shal
& bege on the date the dallre) oF completion eQupment anves on logallon and Bmmnale on the dite the dilkng or complat on
s egquipment moves off location, or iS released, whichever oocurs first, Ho change shall be made during susbension of drilling
L3 wmdor ammpletine s per slizay fur fillmen (17) o mare conenatins cddendor doyr,

L3
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(b} Charges for any well undergoing any iype of workover, recompleon, andier abendoement for a pened of §ve (%) or more
i conpecusive wak-dirs dall be rde & Se Daling Well Fate Such diagges dall be appbied s the pericd fom dae
operations, with g of other urslr used in cpemtions, commence tarough dabe of g of othver ot relsaee, seep! el oo changes
4 stall be made dunag supersion of operatioss for §feen (1 5) of mone consecove calendar days.

[

1] (T Applicatvon of Ovestemd—Producng Wed Fabe chall beas follows:

() o vt well thal o prodaced, srgectd iskn e fecovary o deposal of wied 1o obtion waler Pl 0 duppioet cperationd far
1] any portson of the month shall be conssdered a4 one-well charge for e entire month

| | () Each active completion in & multi -complesd well shall be conadersd asa. orewell charge provided sch complsonss
12 comgidared a rparabe well by the gresming regulalory suthosity

K}
2] () A one-wel charge shall be oraide for the roeth = whe ch pluggeng end ahandremernd opemisons are cornplsed o ary well,
15 unlessihe Drdkag Wl Fale applies, ai prosvded mn Sectons BE 1B (T or (8 This one-well charge shall be made wiciher
1] or rod the well s produced

[H () A dctive gus wedl shust i because of everprodecton o Salure of & prchaer, procesmor, of Snsporier by ke production dull
9 ‘b consdered as & one-well chargs provided the gas wedl (5 direclly conneded o & permmnend sales oullel_

-

1 (=3 Ay el el sreeting e criieria st forth in Sections 110,18 (%) (all (b (o) or (d) shall not qualifly for a produciag overhead
charge

{43 The weell rates chall be-adjused on the fires day of Apnl each year following the effective date of the Agresment, prowded,
Pewwmever, ifies Acoousing Proceduse 1 sitached (0 o slherwiee goveming the payoul socounbeg ender & Remoul sgemsent, the
raies shall beadyuied on B Bral day of Apnl sach pear fellowtng the effective date of auch fumsoul agreeenent. Theadyadmend
sl be compabed by applying the adjustment factor mes recmily peblsthed by COPAZ. The sdjusted rabes dhall b the imital o
atpemaded pabed agreed Lo by the Parked imcrmadnd or decresond b e aduitses futsr desnted heran, o cul Yo $othe
effertive date of such riles, in soooodnce wath COPAS WF 147 (CA dustment of Overhemd Fatss™)

EHEERETY

C-=.93 LERMEAD—PERC-FML4 Crre BASIS

ETEE

i

OVERHEAD—MAJOR CONSTRUCTION AND CATASTROPHE

To coempenmbs the Operator for overkemd cosls mourred m connection wath a Mager Consiroction project or Caksirephe, the Operior
shall mther negotabe o rabe prioe o e beganing of e project, or shall durge the Joind Accoust for omerhmd based oo the followeg
rabet for any Major Construction propect. in econee of the Operators: Timit under the o fiur ary
regardless of the amount 11 e A greement 1o which ths A cosunling Preosdure is atfiched deeenet conban an ecpenditure e, Mager
Corutruction Owrerhiead dhall be ssesnsd fir sy asghe Mijog Coratroct o pro o ciating sn e of §100,000 goss

EEBEEEY L YR AR h AR d AR B

L]
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COPAS 203 Frocedue

R manided by COPAS, Bo

Mg moan e R’ of A e of Fix ol mmiels, el nif St poogect letly
anafized red far the and opemtice, of the Joim Fropety, o in the dimnantlement, abandonmeny,

T
semaval, wred o of pl aform g, prosch Fap ared cther cpamaling fualis

Cataitraple i defmad o o soddes calitaloais svend bringag daiags, lon, & deructonlo peopeily o U seve aanasl, sich i ol
pall, Relomrpus, sl ook ety i e, oo, Bamicans, of olhey dsaser. The overbead rate shall be applied to s coms netessary b redare B
Jinetl Progeed Ty 10 e edpii vl ef £ ok o oall e ideed e ot tolhus #eesd
A IF e Opersbar sheahthe sgnaaing dongn and dofing rods relted io the gesject
M & %of et coeif much cose are less than §1 08000, plus
(D e, % 0 it cosnin wcxewaen of §1 00,000 bust b fhn $1, 000,000, plue
B2 Sl otal coste in emceee of § 1,000,000
B, IF e Operaior chaapes sagaeaning, Seagn ad dahang coats relabed bo e projed dzealy to the | ol Acomat
(3 % ofiotal comaif sk cots are i than §100,000, plus

(] i % of tebal eoiiin exeeds of §1 00,000 bul bess S 1,000,000, pius

M1 %ofiolsl comein sxesss of 1,000,000,

wreta wrad dowrhils wisficial B sgueprst dall be e chuded Fos Catastrophos, the rtes | b applisd o ol ot smocisted wigh sach
BOghe SCOLTERCE OF SPRDS,

O #ch parcssat, this Oparion shall sdviss e N one-Operbons) in sdvance which of e v opions dhal spply.

Fau vt prarpinend of caloull aarg © st ophe 0wk ad, B ool of deilbonog ¢ lloed wellls, botiiide welly, o conuductng o el opevaloate
dhppdly f anal by B om o calite ophis eweidl iall be rwliafed Experchburai s whidh S sl apply ahall 5ol be seduced by silwage &

L
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EH AREaE Qg Ee

e resevamion. Expendiure thal gy For Major Cesstrucion o O stsrtrophs Croorbesd shalll net quab fy far ovarhassd ander sy
wthar averbesd provisan

I the event of sy cenflict betwesn the provi ons of this Section 111.2 and the provigens of Sectiona [L2 {Laborl 118 {Seraicem) ar 117
Affiaes | s provisions of is Secwon 111.2 shall gevem.

3. AMENDMENT OF OVERHEAD RATES

The everhead ruics pravided for m ihis Section T may be amended from tess to §me i, = practice, the raies =e found e be meulBcmi
o Enpemive, in seesrdands with the previsians of Seetiom L6 1 (s ende s,

IV, MATERIAL FURCHASES, TRANSFERS, AND INSPOSITIONS

Tha Oparion i For Joire Agcoamyt Matarisl snd challl mak s propar snd sy e credis Far direst purchaoss, trams Fors, md

iqﬁﬁm'm“p-ﬁmlmu o e i e st o1 Frim opu-?-:-'-.'h-m. Material may be supphicd by the Mo
Operators, 2t the Opcratar's apsien. Material furmissed by amy Farty shall be furmished withost sy cxpres o implicd warmantics = o qeality,
Fibmeess: fosr w08 mavy sthar matar,

L DIRECT FURCHASES

Diirect purchascs shall be charged fs the Taird Account st the price paid by the Dperstor afier deduction of all discoungs received. The
Operaton shall moke peod fwth cifors o ke Sscouts offoed by supphiers, bt shall not be bable For Bulure o ke docsunts coogpt e
e it v famliare was the resull of e Oporator's gress seglipenes o walllul nescendust A Srcel pusduase shall b decmed o soan
when an agresmest is made befween an Oporabor asd o Unrd party For the stquisbion of Malernal lor & speahic well site o locafion

Matenal provided by dhe Dpsralos andar "veader secking progams,” where the wmtial s s for & Roint Proparty and title of the Matenal
s mol pass from the manufschea, Sstribubor, or sgert wohil uesge i considared s Srect purchsse I Materisl is Found & be defective
oot s meturned ve e sssrulsenunes, distributer. or sgeot for sy etdver nesson, eredin shall be passed o the Toirn Aocoun within sixry §63)
ddarys wfinr e Oarsion ban reseived sl froms e 2  diiributor, or ageni

&
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A trarsder is determined Lo sooar when the Opssalor 1) fimeshes Matenal #oma somge Gality or fom aother opemied propery, (0) bas
asmamed latlity for e storge: costs and changes in valwe, and (21} has previoady seoured and el d tril = b e transfereed Blatenal.
Surradarty, e rermoval of Malerid Bomm the Joart Propeiy 1o & fcduge Balty of 10 isoler opersted propeny if aleo condidened i Inedfe,

presuded, however, Matenial that 15 moved from the Jamt Froperiy (o a starmge Iocatios: fior safe-izeping pending disposiion say remin
ckarged to e Joenk A coound s o5 mod conssdered & tansfer Malenal hall be dsposed of n acoordance with Sectice IV 3 (Digposition off

Serphs) s the Agreemmen 10 which thit Accaunting Proosdare it aftached.

A PRICING

The whae of Matenal s ferved toffons the Jou Fropeny @bl gearally meflect the migkea wlue on e Se of phiyacal andler
Forgandleds of e givearg drethiod used, the Ojsefilod bl fraabie avialabls 1o he MmOt s sulS e dotanontideon o wendy the
Tofabersal wsdrstson When higher than epecificasion grade of s tubulars are used in e conduc of Joint Operations, S Operaser
tadl chirge the Jownt Accoant ot e eqaval ot prios for wd| desgn s ficatiom ubedare, wilese such eghet spralication gde of
‘aed lubudare iee aprjeed by the Part ey purssd 10 Section LS A (enemad Mafers) TransSre of new Malenal vall b feioed
wsing one of the flloveang precing metkods, prowded, bewever, B Operalor shall use comisient precing melhods, and not albamie
between: methads for the purpose of dhoonng e method mod Savorable o e Operalor for & specific iransfer.

(1) Using publlished pricesin effec on date of movement as adiasied by theappropmate COPAS Higoacal Price Multiplier (RPM)
of peficed promded by e COPAS Corspulenzed Ega pinesd Prosg Sye (CEFE)
) For ofl country bebruiars and line pip, The peblished price shall te tased apon eslern mil carload base prices (Hoesdon,
Teas, fr special ened) adradad as of dale of movemenl, plos traesportation oost as defined in Sechion IV 1B

() For other haterial, B potlished prioe shall be e pabilished sl price in effiec af date of' moeement, as lisied by a Sapply
Rore neerest the Joint Propary where like Maternl 15 nommlly sveilable, oo point of mavafschere phe tresportation
cots a dedned in Sectn [V 2B (Froghrl
(70 Based o i prices qooiad on Soes & vesdosr that reflects s oovenl nelilc acqueisios (o

31 Bared on the amourt paid by the Opentar for e Matenad n the wicinity of the Jeint Propssty within the previous twelve (1)
it Bor e dile of phipacal Saoder

(4 Asagroed to by e Participating Partes for Matenal beeng transferred i the Joint Propety, sed by e Pasies owming the
el for Maberid bomg tranefeired Bom S Jast Propery

B FREIGHT

Temmportation costs chall besdded to the Material tramsfer price udng the method prescribed by the COPAS C
Equgpment Pricing Sysem{CEPS). Ifnot usng CEPS, tRasgponaton ol dall be cdculsted & foll yws

1) T ik o CotE Fin ol CoRmry d koot upe shadl be cal oulated wnng the datince S sl mll ik
Faitway Feomrang Point tmsed on the crl oad weght basis as recomerended by the COPAS MF1- 3 ("Matenal Prioemg
Ieliceazal ) ind other COPA S Misd i effinct & et leine o e Lranehey,

1y Temnuporiaticn costs for specall mill jlems shall be oal odated from that mells seppng paint to the Fadway Feceanng Pren
For transparation codts S other than sstam mills, the 50,000 pound inberstate trock mbe dhall be used. Transportatson oosts

for macaron tadbing dhall be calodated baced on the mbartate inick rabe per weght of ubing ¥ansfemed to the Radway
Fecaving Pourt

(3 Transpartation costs for spemal end tubular grads shall be al ndsted weing fe mierdate tnuck mie fom Houson, Teas, to the
Pl Recmmng Piest

{#} Tramsporiation oosts for Material other than et desonbed in Sections IV 3B (T theough{ %, shall be alculaied fom the
Suppily Surn of fpoant of s Sctare, whichers izappropriate. % e Radway Fecaving Past

Elegurdless of wheerwang CEFES or manually calculaling asaposiation costs, inmsporiatics costs foen the Ralway Feconag Pl
‘1o the J ot Propeerty are in addtion o the foragoing, and may be charged o the Jount Account baeed on actual cosls innumed. Al

rarsportation cos ave sshject o Equalized Freight as provided in Section |14 (Trange of thes A coounting Procedane
CTAMES
‘alles arvdi e ars shall be added 1o the Matenal ransfer price wing ather the meth the COPASC 4

E qupdnerl Pricing System (CEFS) of the applucabie b mbe on effect fof e Jount Propenty ol tae Bmeand place of tieafer In aithe
caoe the Jam Accmes dall be chaged or credied @ the mee Bt would have governied had the Matenal bem s doed parchaze

@
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CONDMOH
(1) Condien *A" = Hew and unused Maleril in svand and servoeshle comdisios shall be charged af one Tandred percent

of the price as determined i Secone IV 2A (Fricimgl IV 1B (Prenghtl, and IV. 10 (Tarer) Mabesal trssfired fom the
Joirt Propesty thal was ot ilaced en sermce shall e oredited &n charged without gein or bods, poowded, however, wny

Misperial that vee charged o fue Jount Account treugh s dnect purchaoe will be coedited 10 the Joint A toourt & the original
ot pid less restocheng foes charged by T vendar. Mewand unused Matenald s ferred. Sy the Joind Property cay b
credited ol & pesce e e the prace ongimally charged 10 e Jomt Acosun provesd such pACE i appooved by the Partie
owrdng sock Matenal, purasnl (o Secten LGA (Geral Ao} ALLredutoding codls regaced of pecesmry 1o refum e
Mabemial 1o ongral conddien or be cormedt hundiing, Eansporiation, or ol damagres wall b borne by the divesing

The Joad Arcinntad segorable fof Walenad prequdl on, besling and Uaddpoflalion Con fof o e Lniied Maene
charged to the Joint Property sither through a dinsct purdhaee or resfer Ay preparation cofsinoared, incuding vy

of edernal coatng ded wWhigping, Wl be cradied oo e Matenal povnded Beie dens Ced were 2l fepoaled for duc
for the recening property.

(3 Comditzen B* — Uend Mattnal in cousd el eepacnable cmdtionand diagtabe fof ituse wilhoul fecondborany dull be
by multiplying the price delemined in Sections I 2 A (Fricmgl IV 2B Frarghtl, and IV 10 {Taves) by seventy-fve
T4)

Exrept as proveded = Secten V.2 D0, all ity aezred o return thie s to Condifion *B* orio

harelang Wanagortalmn of dhe didniged wAll bebame by the & weetng propety

I the Mabenal was on geally changed io the Joind A cooed s wed Material and placed in service for the Junt Propety, the
Mabemal will be credited at the price debamaned in Seotons [V 1A (Premph IV 2B (Mrosphr) and IV 3 0 (Tases)

by axiy- fve peroent { 65%)
Wl ees oftherw pe agreed 10 by the Parties thal pud for puch Miaterial, uped Maberial trme farred from the Jamt Property thal
ool placed i serace on the property shall be cedvied oo charged wyihoot guin or loss.

(3) Conditton *C* — Material thal is rol in soand and caniceshie comdition and not saitable for i orignal fanction unlil after
reconditi oneng dhall be priced by mulsplying the price dsermined in Sections IV TA (Fricsg) IV 2B (Fraighe) and

(Terses) bry Bty percent (SF4)

The oost of reconditeming may be charged to the recamng peoperty be the sntent Condtion ¢ wadse, pilus cost of
recondiloneng, does nof exceed Condition *B° wiue

(#) Conditsen “Tr* — Msbemal that (1) L5ma Ioager suitable for s o gral puspese bul ussstie for some other puspose, (i) &
cheolete, or {m) does nolmeed onginal peaficions b @il evalue and can besed in ol appliciions a5 a addibse

sernewith & fererd precificati one, 18 consdered Condibion "0 Matenial Casing tubing o &l pipe used as hine pipe dhall

pruced are Grade A and B psumleer line pape of comparatle gze-srd weighl Used casing kebing, or dill pipe wtilooed & bne
pipe dull be priced at ueed line pipe prices. Casng. tbing, or drill pipe wed ax higher presaune service lines o standard

ppe, &g, power oil lines, ehall e priced under nosmal prciag procedures for casng, fehang, or &ill pipe. Uperl ubular
stall be priced on 4 nan-upeet bse For other e, e price ssed diould rendd m B Joinl Account bang dharged or

with the wlos of the of e af| iad, or i ageeed to by the Partiee purasant to Section | 6.4
Adarters)
(%) Conditsen "E"— Jusi shall be proced & prevaling sorap value priced
E. OTHER PRICIHG PROVISIONS

() Prrepanation Coats:

SCOPYRIGHT 0 2005 by Caumad of Petrol aan A cooustants Socied, Inc (DOPAS)
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Subsjeat to Seatiom H { Darecr Charges) and Seatiom D1 {Cverbead) of this Aceounting Prodedure, soms inewred by the
third party surviges. and other smiler services will b

i making Material s including i
e the Feint Accosn ol i oos whneh refloct the Opermers scnial coats of the services. Doclimentstion siis be provided 1
Hom-hpetrmbors pon roguest o suppent e cost of sorvice, New conting andlor wrapping shall be considored o compenent
i Mlsiorials mnd priced in scosrdmncs wish Sectiom V.1 Derecy Prrchasae) or IV LA (Pricingl ss spplicsble. No changes
eredits shall be mmde far waed coating ar wrappmg. Changes andl credits for inggpecians shall be mads in sccordance with
COPAS MFTI8 ("Material Pricing Mansad™)

(2) Loading and Usloading Cose

Lending and uslosdeg cots redated 1o th o the Matatal o e Jetnl Property shall be clarged o aseondance woll
the methads specified in COPAS MIF1-38 (“Material Pricisg Mamsd™).

[
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3. DISPOEITION OF SURFLUE

Hupphes Madenial @ thet Muaienal, whadher pew o uesd, that as oo longer gequar d For Joint Operabiane The O perstor moay purchaes, bt
il e uarsder £ obiligaN S0 80 purchise, thie inberest of W N on-Oper alod o o saeples Mabenal

Drrpontsons for the repeas of $us p " B i of &tle of e M uders ol o thie Joiz Froperty 8o
aither o Daed paty, o HeaOrperalie, of b6 (e Opsralor. To avemd the oo ulasen of surplus Material, the Operstes sheald suke good

futh «fforts 1o dipase of muphe within bredve (1 2) months Suough bugede ageenes, Suls, sade 1o o thid paty, dvison ickind =
ey derpon bone e agresd Lo by e Pastioe

Drapporiall of surplus Matatials dbvall b= made i accoedane e will the e of the Ag esmend 1o whach e Aceowling P roceles 18
atuctied IF the Agresment . govmimeg depeal of mey e ing shall apply

Thee Cprrntor moy, thivvagh & eads bs an wnel wied thisd party or ssiity, dposs of auplus Msisnsd bavmng s groes sads vl that
18 L thiets O @yl b0 Kok Ostnlon's enpenciiare kit ad sel fodth & the A esment 1o whach s Arcounting Frocedme s
attached withont the prior spprovd of the Puriies corning ssch Massrial

. I B o sl Wl exceeds S Agronmenl & peiilure lims, (he doapecal 0 be 0 oo 10 by the F arts od owesng dosh
Matenial

Operater muy parchae surples ©ondéion "A° or "B* Mulsnal widos spprovad of S Farties ownng ssch M abenial, based on
i peseing melarde sl Pond in Seruen IV .3 (Traglers]

Opersics muy parchass Condibon 0% Mutsnad withed prier spgmaval of the Putses owneng sach Madsiol of the vabos of the
Malsmald, baded of e fraschy Selods el foithoh Sectoan IV T Trariglers] 20 Lo thih o squad be e Ofriulof expadtue
st atice; swl Fortan e Agreemect. The Opeatar dhadl prowde docomenisbios sopporisg the dlasaficalion of the Matesial an

< oaedtion O

= Operabor muy Ao of Condition *0F or "E* Msten s under peocsdarse noem ally uslissd by Operator st prior sppeoval
of ihe Fartes owreng such Maben ol

4 SFECIAL FRICING FROVESIONS
A FREMOUM FRICIHG

Wheerawer Matersad e avuiltls caly sbanflstad prices g o naliansd smargeneies, dnkes, govemm 8 mpossd farngm el
pedneens, of vihed sl cwuses over which the Operatod Tas no contol, Fog direst gunchace the O pasor moy chaege the Jost
Acoosant for the requared Material at the Opseatons sctual co innansd in previdng each b atecial, making it aatabls for wes, and

mveg i o the Jourd Property. Maten o iensferved or disposed of du preceg avedions, shall be valosd in accordance
V.2 (Tramgiess) IV 3 {Dugpeinion of Surplus), o applicatls.

E. SHOP-MADE [TEM3

[twm e fiubri cated by this O pagatoar's smipl o by comiract this digection of G Opsrator, sl be priced unng the
el of the Mutemal uerd io construct b bem plastte codt of Inbaor 1o fetmicate S ibem. 1 the Mudmal @ from G Opsrdors
erap of s aetoust, the Maerial @l be peiced ol sihes i eyfive peroent (199%) of the ourten e e a deleimcnedn e
1% 5.4 (Priving) or scoap walus, whichewes is highes. Inme evend dall Se wm ot dhasged saored the vabae of the fem

U P A Wt R L

C.MILLREJECTS
Ml prjucts prrchused s “limited service® cussgar bibing sl be priced et s ghey percert (1096) of K-550-53 price an delecminad i

Sectian [V 3 (Trang'eral Lise pips comveried o comng or bibeng with caang or bang rsuplngs sstached chall be prced se K230,
35 vamng of hotung of the mewed ATE Wl waght

V. IHTERTORIES OF CONTROLLABLE MATERIAL

The Cgsnuior shdl mownisin reconds of Conirdlsbis Mabanal charged ta the Jomt Arcomt wii saffl nen detal to profomm phymcd imrenson s

el wsii 40 the J il Ao by the Dpsiala desallng o o phyecd srvetody of Contedletls Matedal dhall be smads wilten tealve (1T}
= onte {ofl owung B kg of B isventory of receipt of HanO peetor wveniony rport. Chaeges asd ervdite for overages or shoriages will bs
walusd foo e Joure Accsunt i scondance wish Section [V 2 (Trasgfirs J and chall be bassd on the ©ondtian “B° prices in #fect on the &ls of
plyrmeal ervenbory and ese the inventoryeng Pagiies cen prowids sulfoeent evdene another Mates ol condieon spplss

&
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1. DIRECTED INVENTORIES

Pyl isvwstaived iballl be peifeemed by the O perabsr ush i s dequedt of & &y oty = w ifleng slsteits of e Han Operatos
fhemisafier, "ditected inventory™) . prowded, howsne, e Opacvios shall rot be required 1o perfors. dizecied irrresteeion mvoen froquardly
vy oot ewery fiwe OF) yours. Direcied iventoeies shiall be com menced within ooe tundeed sighiy 1500 deyw after the Opareics rereives

Wi selie Ul & o g Sty AN e e oF e Fos Ot ador s hind seqoeited the wyvertoey. All Parbed dhall be govsened by the dendia of
iy Arsctd ITHEONT

Experses of derected irwentosies will te Rarne by T 1ot ACSRUND provided, R sves, 088 aibiet abed wilh any po- epan foll ow-up

woak in eeting e inventory will be stsorbed by the Farty incwmng asch comte. The Openabar is s pactsd 1o &2 soies judgm ent in iesping
*Tpensss widen reasonatis limite Any wnangeted deproporionate of «au o danwy rods should be & eruseed and a g eed wpon Frier o
om e ool of T imvmnbary. Expenses of wy anclude the ANg

A A par deem e for sach invesbary peseon, pepremnbaiive of actual exlanss, wages, and payroll bordens and benefils of the personmesd
e AT Tk LOSbOTY DF & TAbs Agresd 10 by i P unties puresant 0 Section L6 A @eseal baers) The per deem v shall als
T agrplaed b0 &g easoniable suanbeer of daye Tor pre-anventody ook ad epon piepa aios.
[, Actsall traaportation coe and Persooal Expesass for the irventony teen
 Flensenuahile chi ges For eport fonpud al o ieted e oot 1 (e 1 o tul ofs.
1 HOHDIRECTED INVENTORIES

A OFERATOR INVENTORIES

Pliysical iswenbaries thal ale 0ot equestsd by e Hon.Operators muy be performed by the Operitar, ab the Opentors diseretion The
enpensed o cotibichng soch O pal eloe- it aled invenistad shall oot be charged be the Joan Acosun

B HONOFERATOR [NVEWTORIES

Sutyect ba the Berme of the Agresm sk o whach Sz Accounting Frocedurs ie ssched, Ba Non-Opsedone may condudt & phyacd
islary al hanatiable dimes ul Dhisi sole codl and il ofled Gng e Cipedalin ol leail faswty (P07 duys pied wothen astice. Tha

Wan-Oparntcs invertory repart ehall be Barisded Lo the Opesatos in writing withen mnety (90 duys of complating the sendony
Heldwrcah

2 SFECIAL INVERTORIES

The w2 penss of comduciing inveniores o than these deseribed oo Seciions ¥ 1 [Drrected Doasrories] ¥ 1A (Diperaror

Biverbrnea ) o ¥ 2B (Mo Operator bivertories] sball b chieged o e Party soqueiling sach invenlory pioveded, Baswevei,

rwemiodiee peguered dus 10 & dhnge of Oparator dhal be changed 1o the Jout Aroout @ the s manner o Ssamibed in Section
V1 (Diraend breevories)

L3
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EXIIBIT """
Attached to and made a pan of that certain Operating Agreement dated effective the
_ . 201_, by and between _ . Operator, and
» Mon-Operator.

L]
&
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INSURANCE
The Operator shall camy, for the benefit of the joint account the following insurance, to wit:

A, Statwtory Worker's Compensation Insurance to cover full habality under the
Worker's Compensation laws of the state in which the Contract Area is located.

B.  Employer's Liability Insurance with limits of not less than $1,000,000 for accidental
injury or death of one or more employees as a result of one acaident.

. Comprehensive or Commercial General Liability Insurance, including underground
resources, pollution lishility, operations of subcontractors, contractual liability,
explosion, collapse and underground property damage, with a combined single limit of
liability for bodaly injury and property damage of not less than $1,000,000,

D Automobile Liability Insurance covening all owned, non-owned and hired vehicles with
a combined single limit of lability for both bodily injury and property damage in an
amount not less than $1, 000,000,

E. Umbrella Liability insurance over Sections B, C. and D with a limit of hability of not less
thas 5,000,000 per cocurrence

F.  Operator's Extra Expense or Energy, Exploration and Development [nsuranee, with a
limit per occurrence per 100% working interest, of at least three (3) times dry hole AFE.
Mon-Operators electing not to participate in control of well insurance must provide a
certificate of insurance in the above-mentioned amount and written evidence of their
intent to opt-out at least five (5) da!-! ]:rinrtn spud date. Failure to reje-ct coverage in
‘ﬂl‘iljrls‘l"ilhin five (deays prior b :pl.uidabewill be deemed an election o pﬂ'lidpﬂta n
ﬂpmfs coverage I:hmughﬂlejninl acoount.

Mo other insurance shall be carnied at the expense of the joint account except by the
muta consent of all parties hereto,

Each Party shall be responsible for maintaining its own insurance in excess of the amounts of
coverages spedfied provided above and, unless provided otherwize above, each Party shall be
responsible for insunng its own interest in the Contract Area with respect to physical damage
to property, thei or loss of income,

The premiums, taxes, fees, commissions, deductbles, retentions and co-insurance amounts for
insurance paid by Operator on securing the above insurance coverages shall be charged to the
jotnt account, and all losses not covered by such insurance shall be charged to the joint
account. Operator is not a warrantor of the financial responsibility of the insurer with whom
such insurance s camed and Operator shall ned be hable to any Non-Operator for any loss
suffered on account of the insufficiency of the amount of insurance finally obtaned.

Each insurance policy obtained by Operator with respect to operations conducted hereunder,
except Worker's Compensation, shall name the Non-Operators as additional insured.

Crperator shall require its contractors and subcontractors io comply with applicable
Workers' Compensation lasts, rales and regulations and carry such insurance as Operator
may deem necessary.

Upon written request, Operator shall cause a certificate of the insurance obtained hereunder for
the joint account to be delivered to Non-Cperators. Such certificate shall descnbe the coverage
obtained hereunder for the joint account to be delivered to Mon-Operators, certify that all



EXHIBIT "D"
Attached to and made a part of that certain Operating Agreement dated effective the day of
_ . 201_, by and between , Operator, and
» Non-Ciperator,
required coverages are in full force and effect, and shall provide at least 30 days prior



written netice 1o Non-Operators in the event of cancellation.



GAS BALANCING AGREEMENT

The Parties to the Operating Agreement to which this Agreement is attached own the
working interest in the gas rights underlying the Contract Area covered by such Agreement in
accordance with the percentages of participation as set forth in Exhibit "A” to the Operating
Agreement. Under the terms of the Operatng Agreement, each Party thereto has the nght,
subject 1o existing contracts, to take its share of gas produced from the Contract Area and market
same. However, recognizing that one or more of the Parties may be unable to take its share of the
g from time to time, and 1o permit each Party to take and dispose of its share of gas production
from the Contract Area with as much flexibility as possable, the Parties agree to the balancing
arrangement herein zet forth. In the event there is more than one well on the Contract Area, then
the terms hereof shall apply individually to each such well in the Contract Area i.e, on a well-
by-well basis. In the event any well subject herein is completed in multiple Zones, then each
Zone shall be treated as a separate well. All balancing hereunder shall be on the basis of Gas
taken from the Contract Area measuned in MMEBtus.

L Effective Date and Term

In the event any Party hereto is not at any time taking or marketing its full share of gas
of has contracted to sell its share of gas produced from the Contract Area 1o a purchaser, which
does not, at any time while this Agreement is in effect, take the full share of gas attnibutable 1o
the interest of such Party, the terms of this Agreement shall antomatically become effective on
the date of initial deliveries of gas from the Contract Area and shall continue in full force and
effect as long as the Operating Agreement to which it is attached remains in effect.

2, Rights of the Parties

The Parties actually taking or marketing gas produced from the Contract Area shall
always have the option to produce, take and deliver each month all gas which may be legally and
efficiently produced by the wells in the Contract Area. All Parties hereto shall, however, share in
and own the liquid hvdrocarbons recovered from such gas by lease equipment in accordance
with their respective interests under and subject to the Operating Agreement to which this
Agreement is attached regardless of how gas production is being allocated. All Gas taken by a
Party in accordance with the provisions of this Agreement, regardless of whether such Panty is
underproduced or overproduced, shall be regarded as Gas taken for its own account with title
thereto being in such taking Party.

1 Accounting for Gas Sales

COm a camulative basis. (a) each Underproduced Party (a Party who has taken or
delivered a lesser volume of gas than the quanhty to which such Party 15 entitled) shall be
aredited with a volume of gas equal to its full share of the gas produced from the Contract Area,
less its share of gas used in Unit operations, vented or lost, and less that portion which such
Underproduced Party tock or delivered to iis purchaser, and (b) each overproduced Party (a
Party who has taken or delivered a greater volume of gas than the quantity to which such Pany is
entitled) shall be debited with a volume of gas equal to the excess which it has actually taken or
marketed over its full share of the gas produced from the Contract Area after deduction of its
share of gas used in Unit operations, vented or lost. Each Party taking gas shall fumish or cause
to be fumished to the Operator of the Contract Area, a monthly statement of gas taken.



4. Operator Statements

The Operator will maintain & cument account of the gas balance between the Parties
hereto and will fumish all Parties monthly statements, maled quarterdy, showing the total
quantity of gas produced, the total quantity of liquid hydrocarbons, if applicable, and ithe
monthly and cumul ative over-and-under account of each Party.

5 Current Volumeinic Balancing

Upon fifteen (15) days prior written notice to Operator, any Underproduced Party may in
the month following notice begin taking or delivenng to a purchaser its full share of the gas
produced. To allow for the recovery of quantities of Underproduced gas and to balance the ges
account of the Parties in accordance with their respective interests and subject io Paragraph 6
herein, the Underproduced Parties shall also be entitled 1o take, in addition to their full share of
the gas produced, a quantity of gas (the "make-up gas™) of up to fifty percent (50%) of the
COrverproduced Parties' full share of gas produced and taken plus any portion of all gas produced
and saved which is attributable to any Party not taking its full share of available production. To
the extent practicable, such Gas shall be made available imtially to each Underproduced Party in
the proportion that s percentage interest in the Contract Area bears to the total percentage
interests of all Underproduced Parties desiring 1o take such Gas. Should the Underproduced
Parties not take all of the available make-up gas, the portion of the make-up gas nol taken shall
be allocated 1o the legal and proportionate share of Overproduced Parties wishing (o take more
gas than otherwise avalable 1o them in proportion to the rabio of their undivided interests,

[ Wi M

It is specifically agreed that no Underproduced Party will be allowed to take make-up gas
during the months of November, December, January, or February (the "Winter Period” ),
provided, however, that an Underproduced Party will be allowed 1o take make-up gas duning the
Winter Peniod if the Underproduced Party has taken ot least one hundred percent {10094 ) of the
make-up gas to which it was entitled during the four (4) consecutive months immediately prior
to the Winter Period.

1 Operating Costs

Mothing in this Agreement shall change or affect amy Party's obligation to pay its
proportionate share of all costs and liabilities incurred in operations on or in connectien with the
Contract Area, as its share thereof is set forth in the Operating Agreement, imspective of
whether any Party is al any time selling and using Gas or whether such sales or use are in
proporion o its percentage interest in the Contract Area

B Annual Cash Balancing

Beginning on the first day of the first month following the one (1) year anniversary of the
first day of preduction, and on the annual anmversary of said day thereafter, the Overproduced
and Underproduced Parties shall balance their accounts. Balancing shall be by cash settlement

e provided in the following Paragraph 9. This provision shall apply so long as there is
production from the Contract Area.

@ Final Cash Balancing

Should production of gas from said Zone or well be permanent]y discontinued duning a
wyear before the gas accounts are balanced, the Operator shall make a final determination of the
velume of the first acemed overproduction and underproduction, if any, as of the date of such
permanent discontinuance, and the identity of the Party or Parties who are overproduced or
underproduced. A cash seilement will then be made between the Underproduced and
Crverproduced Parties. Within sixty (60) days afler receipt of the final gas settlement statement,
each Overproduced Party will send its cash setflement, accompanied by appropriate accounting
detail, to the Operator. The Operator will distribute the monies so received, along with
settlement owed by the Operator as an Overproduced Party, 1o each Underproduced Party 1o

2



whom seftlement 15 due within ninety (90) days after 1ssuance of the final gas setflement
atatement,

The amount of the cash settlement will be based on the proceeds received by the
Cwerproduced Party under an arm's length agreement for the Gas taken from time to time by the

Overproduced Party in excess of the Overproduced Party's full share of current production, less
any makeup gas taken by the Underproduced Party from the Contract Area

The values used for calculating the cash settlement under this provision wall include all
procesds received for the sale of the Gas by the Overproduced Panty calculated at the Balancing
Area, after deducting any production or severance taxes paid and any royalty actually paid by
the Cwerpreduced Pary to an Underproduced Party's rovalty owner(s), to the extent said
payments amounted to a discharge of said Underproduced Party's rovalty obligation, as well as
any reazonable marketing, compression, treating. gathenng or transportation costs incurred
direcily in connection with the sale of the overproduction.

10, Deliverability Tests

Mothing herein shall be constreed to deny any Party the right, from time to time, to
produce and take or deliver to its purchaser an entire well stream. if necessary, for a
delivetahilil}r test mot o exceed seveniy-iwo {72} howrs duration ruq_n.'imd under such P‘art}r'a
gas sales contract.

Sommingt

Each Party shall, on a monthly basis, give Operator sufficient time and data either 1o
nominate such Party's respective share of gas to the transporting pipeline(s) or, if Operator is
not nominating such Party’s gas, to inform Operator of the manner in which to dispatch such
Party's gas, Operator will use its best effons to cause said deliveries to be made to the
designated gas purchasers, It is expressly agread that Operator ghall not be responsible for any
fees and'or penalties associated with imbalances charged by any pipeline o any Non-
Operator(s ), unless the Operator is proven in the dispatching of such Party's gas o be grossly
negligent or to have engaged in willful misconduct,

12, Pa of Royalties; Indemnity for Settlements

Unless otherwise provided in the Operating Agreement {or otherwise required in lease
agreements), each Party shall pay or cause to be paid all royalty due with respect to rovalty
owners 0 whom it 15 sccountable as iff such Parly were taking its full share of cument
production, and only its full share of current production. Each Party agrees to indemni fy and
hold each and every other Party hammless from any and all clams for rovalty payments msserted
by royalty owners to whom each indemnifying Party is accountable. The term “royalty owner®
shall include owners of standard royalties, excess royalties, overriding royalties, production
payments and similar interests.

However, in the event any govemmental authonity requires that royalty payments be
made on any other basis than that provided for in this Pamagraph 12, each Party agrees to make
such royalty payments accordingly, commencing on the effective date required by such
governmental authority, and the method provided for herein shall be thereby superseded.

13. Taws

Each Party producing and taking or delivenng gas to its purchaser shall pay, or cause 1o
be paid, all production and'or excise taxes due on such gas.

. 1 Rights | .
Motwithstanding anything in this Agreement or in the Operating Agreement to the

contrary, if any Party assigns (including any sale, exchange or other transfer) any of its working
interest in the Contract Area when such Panty is an Underproduced or Overproduced Party, the

E



assignment or other act of transfer shall, insofar as the Pamties hereto are concerned, include all
interest of the assigning or transferning Party in the gas, all rights to receive or obligations io
provide or iake make-up gas and all nghis to receive or obligations to make any monetary
payment which may wltimately be due hereunder, s applicable. Crperator and each of the other
Parties hereto shall thereafter wreal the assignment accordingly, and the assigning or transferming
Party shall look solely to its assignee or other transferee for any imterest in the Gas or monetary
payment that such Party may have or to which it may be entitled, and shall cause its assignee or
other transferee to assume its obligations hereunder.

This Agreement shall bind the Parties in accordance with the provisions hereof, and
nothing herein shall be construed or interpreted as creating any rights in any person or entity not
a signatory hereto, or as being a stipulation in favor of any such person or entity.



EXHIBIT "H"
Attached to and made a part of that certain Operating Agreement dated effective the _ day of
200_, by and between . Operator, and » Non-
Crperator.

MEMORANDUM OF OPERATING AGREEMENT
AND
FINANCING STATEMENT

STATE OF OKLAHOMA §
KNOW ALL MEN BY THESE PRESENTS:
COUNTY OF KAY

THIS MEMORANDUM OF OPERATING AGREEMENT AND FINANCING STATEMENT
(" Agreement”) is made and endered inio by and between (hereinafter refermed 1o as
“Orperator™), and the Signatory Party(s) other than Operator shown hereinbelow (hereinafter collectively
referred to as "Non-Operators™),

WHEREAS, the parties to this Agreement are owners of certain Oil and Gae Lenses andior Osl and
Cias Interests coverng the linds descnbed on Exhubnt "A" which is attached hereto and made a past hereof
(smd Lands, Leases or Inilerests are herenfler refermed 1o as the "Contract Area™), and m any instance in
which the Leases or Interests of a party are not of record, the record owner and the party hereto ihat owns
the interest or rights therein are reflected on said Exhibit A%, AND,

WHEREAS, the parties hereto have executed an Cperating Agreement dated effective the_ day

of 201, by and between , a8 Operator, and

, @ Non-Operator, (hereinafier referred to ae the "Operating Agreement”), covering the

Contract Area for the purpose of exploring and developing such lands, Leases amd [nierests for oil and gas;
AND,

WHEREAS, the parties hereto have executed this Agreement for the purpose of imparting notice
to all pereons of the nghts and obligations of the parties under the Operating Agreement and for the farther
purposes of perfecting those nghts capable of perfection.

NOW, THEREFORE, in consideration of the mumal righis, covenants and obligations of the
parties hereto, it is hereby agreed between the parties as follows:

(B Thas Agreement is supplemental 1o the Operating Agreement, which, for all puposes reference is
lireby made and the terme and provisions contained theren are incorpormted herewith in ther
entirety, and all serms used herein shall have the same meaning sscribed to them in said Operating
Agreement.

2. The partice hereby agree that

LN The Cil and Gas Leases of the partics comprising the Coniract Area ghall be sobyject to and
burdened with the terms and provisions of this Agreement and the Operating Agreement,
and the parties do hereby commit soch Leases to the performance thereof.

B Thlmﬂmmwddwclupmuﬂnrthmmmfwulmdehgmﬁmdby
the terms and provigions of the Operating Agreement, as suppl d by this Agr

[l A]Immdhnhﬂ:hnmnumdmmummduﬂmﬁgmmutuﬂlh Dpemhng
Agreement shall be bormne and paid, and all equap in
operations on the Contract Area shall boomd.hyﬂlpuwhwmn,uptwdd in the
Orperating Agreement.

D Regardless of the record tithe ownershap to the Ohl and Cas Leases identi fied on Exhibit "A”",
all prodoction of ol and gas from the Comtract Area shall be owned by the parties as
mwddmmmmm.pmmumm-ﬂmﬂumwﬂh

d an nssigs g of'i covered hereby.

E. Each party shall pay or deliver, or canse to be paid or delivered, all bardens on its ghase of




the production from the Contract Area as provided in the Operating Agreement.

Aru.'wmdugrcaﬂty prosuction payment, net profits interest or other burden payable cut
hereafter created, asmgnments of production given as secunity for the payment
nfnm-dﬂmmmﬁrqmyﬂhw.;wchnmpmmmﬂn&uhnm payable out
of producton heretofore created and defined s Subsequently Created [mlerests in the
Operating Agreement shall be (i) bome solddy by the party whose imeresi is burdened
therewith, (i) subjedt 1o ion il @ party is ared 10 assgn or relinguish 10 ancther
party an interest which i subject 10 fuch burden, and (61 subject 1o the lien amd secunity
mmmfﬁmnhﬂhmmﬁdlmwulmd
i ler amd under the Operating Agreement, all upon the terms and
mnmwlnhlmwmmﬂhlhﬂmﬂmw

The Oil and Cns Leases which are subject hereto mary not be assigned or transferred except
in accordance with those terms, provisions ad restictions in the Operating Agreement
regulating such transfers. This Agr 1 and the Operating Agreement shall be binding
upon and shall imare to the benefit of the parties hereto, and their respective heirs, devisees,
legzal representatives, and assigns.

The parties shall have the nght to soquire an inleresi in any renewal, extension or
replacement leases, leases proposed io be dered, wells proposed o be abandoned,

and interests to be relingushed & a reeult of non-participation in mbeequent operations,
all in accordance with the terms and provisions of the Operating Agreement.

The nghts and obligations of the partics snd the adjustment of interests among them in the
ovent of a faslure or lose of tifle, each party's nght 1o propose operations, obligations with
Mhmmmmmmhmmﬁﬂm“ﬂmﬁnﬁﬂn
lowﬁmnwnwﬂm the nghts and obligations of the parties regarding the marketng

of production, and the nghts and remedies of the parties for failare 10 comply with Bran<al
obligations shall be as provided in the Operating Agreement.

Euhpi:lflllnﬂluﬂulhlﬂg:mudmﬂcﬂtww:umdh
subject to relinguishment for ite fadure o participa wone and each
pmuﬁﬂucufpnﬁmmaﬂmuhﬂhuﬂ]mmdmdrh-uuflmh

relingushment, all upon the terms and provisions provided in the Operating Agreenvent

All other matbers with respect to exploration and development of the Contract Area and the
ownership and wransfer of the Oil and Gas Leases therein shall be governed by the terms snd
proasions of the Operaing Agreement

The parties hereby grant reciprocal hens and secumty interests 1o cach other as follows:

A

Ench pasty grants 1o the cther parties hereto a lien apon any interest il now owne or hereafler
acquires in Chl and Gae Lenses in the Contract Area which are subject to the Operating
Agreement, and a security intevesi and'or parchase money secarity interest in any interest it
now owng of heveafler scquires in the personal property and fidures on or used or obtained
for wse i connection therewith, to secure performance of all of ite obligations umder thas
Agreement and the Operating Agreement incloding bt nod himated to payment of expenses,
irerest and fioes, wmﬁmmufﬂmmmmmmﬂl}r
Operating Ag the 4 or neli i of interest m Ol and Cias Leases as
wmmwmwwwmmwmmnr
operations under ths Agreement mnd the Operating Agreement. Such lien and security interest
granted by each party hereto ghall mclinde such party's lemsehold interests, working interests,
operating righte, and rovalty and overmiding royalty mieresie in the Contract Area now owned
or, to the extent subyect to the Operating Agreement, hereafter acqured and in lande pooled or
umitized therewith or otherwise becoming subject to this Agreement and the Operating
Agreemant, the ol and gas when extracted iherefrom and equipment sitated thereon or wed
or obtaned for wse in ction therewith {including, withow! limitation, all wells, tools, and
tnbular goods), and sccounts (ncluding, without hmmtation, accomis ansing from gas
imbalances o from the sale of ol and/or gas al the wellbead), contract nghts, inventory and
gemernl idangbles relating therelo o ansing therefrom, amd all proceeds and products of the
foregong,

Each party represents and warrants to the other parties hereto that the liem and secunty
interest gramed by such party fo the other parties shall be a first and prior lien, and each
party hereby agrees to maintain the pnonty of smd lien and secunty inferest against all
pereons acquinng an interest in the Ol and Gas Leases covered by this Agreement and the
Opernting Agreement by, through or under such party. All parties scquinng an imerest in
any (hl and Cras Lenses covered by this Agreement and the Opersting Agreement, whether




by assignment, merger, morigage, operation of law, or ofverwise, shall be deemed fo have
been laken subject to the lien and secunity interest granted by the Operating Agreement and
thas instrument as 1o all obligntions atnbutable 1o such interest under thas Agreement and
the Operating Agreement whether or nof such cbligations arise before or afler such interest
15 acquired.

a8 T the extent that the parties have a securnity infesst mder the Uniform Commercial Code of
the state in which the Contract Area is situated, they shall be entitled to exercise the rights and
remedies of a secured party under the Code. The brnging of a sail and the oblumng of
Judgment by a party for the secured indebiedness shall not be deemed an election of remedies
ar othermee affect the Len nghis or secuniy inlerest as secunty for the payment thereof. In
addition, upon default by any party in the payment of s share of expenses, interest or fees, or
upon the improper we of fiands by the Operuter, the other parties shall have the nght, wathout
prejudice to ofher nghts or remedies, o collect from the purchaser the proceeds from the sale
of such defaulting party's share of ol and gas unbl the amount owed by such party, plus
mterest, b been received, amd shall bave the right 1o offieet the amount owed against the
proceeds from the sale of such defidting party's share of il and gas. All purchases of
production may rely on a notfication of defoult Fom the non-defaalting party or panties
stating the amount due a8 a nesult of the default, and all panties waive any recourse available
againe purchasers for releasing production proceeds as provided in this paragraph.

D If any party l’whlumluﬁmu!‘w within one hundred twerty (120) days after
rendieon of a sislement therefore by Operaior, the non-defalting parties, including
Orperator, shall, upon request by Operator, pay the unpaid amount in the proportion that the
mierest of each such pariy bears to the inferest of all such pasiies. The amount pasd by each
party &0 paying it ghare of the unpaid amount shall be secured by the liens and secumty
nighte described in this paragraph 3 and in Anticle VILE of the Operating Agreement, and
each paying party may independently purme any remedy availabe under the Operating
Agreement or olherwise,

E I any party does not perform all of its obligations under this Agreement or the Operating
Agreement, and the failure 1o perform subjects such party 1o foreclosure or execution
proceedings pumsuant 1o the provisions of this Agreement or the Opemting Agreement, to
the extent allowed by govermng law, the Mhuhmmw-mmynmhblenﬂlof
redemplion from and after the date of jud any required valuation or
the mortgaged or secured property prior to eale, wnﬂh@ummummaln
require a marshalling of assets and any required bond in the event a receiver iz appoimted
In addition, to the extent permitied by applicable law, each party hereby grants to the other
partics a power of sale a8 to any property that is subject to the lien and secunty nghts
granted hereunder or under the Cperating Agreemsent, such power o be exercised in the
mamner provided by applicable law or otherwise in 8 commercially reascnable manner and
upon reasonable notice.

F. “The lien and secumty interesi grasmed by this paragraph 3 supplements identical nghis
granted under the Operating Agreement.

G. T the extent permatied by applicable low, Xon-Operators agree that Operstor may mvoke or
utilize the mechanics' or materialmen's ben baw of the state m which the Contract Area is

sitaated i order to secure the payment to Operator of any sum dse under this Agreement and

the Dperating Agreement for services performed or materials supplied by Operaior,

H The abwve described secunty will be fnunoad o the wellhesd of the well or wells located on
the Contract Area and this Memorandum of Operating Agreement and Fimancing Statement
mhﬂﬂmﬂuhﬁm&mhfmﬂjuﬁcbﬂn@tﬂ&mu]ﬂ:ﬂd.ﬂ-a

I it in all ding offices required under the Unifoem Commenzal Code or
mwmmmmnmmwmmqum
hereto may file a conti i v umder the Uniform Commercial Code, or
ather state lows.

This Agreement shall be effective as of the date of the Operating Agreement as above reciled. Upon
termination of this Agr and the Operating Agreement and the satisfaction of all obligations
thereunder, Operator s authorized to file of record in all necessary recording offices a notice of
termination, and upon the request of Operatos, each party hereto agrees o exeoute such 8 notice of
fermarmtion as 1o Operator's interest, if Operator has complied with all of its financial obligations.

5. This Agreement and the Operating Agreement shall be binding upon and shall inure io the benefit of
the parties hereto amd their resp heirs, devisess, legal es, succesors nml assigne
Every sale, encumbrance, l'ud':rnrolltrdhmllio. made hyu}' party of any interest in the Ol
aml s Lemses subject hereto shall be made expressly subject to this Agreement and the Cperating




Agreement and without prejudice 1o the nghts of the other parties. The assignee of an ownership
interest in any Oil and Cas Lense shall be deemed a party 1o this Agreement and the Operating
Agreement as to the interesi asmpned from and after the effectve date of the tansfer of
ownerehip, provided, however, that the other parties shall not be required 1o recognize any such
sale, emcumbrance, transfer or oiher disposition for amy purpose hereunder unhl thirty (30) days
after they have recaved a copy of the itmment of transfer or other satizfciory evidence thereof
m writing from the traneferor or feree. No assign or other dieposition of interest by a
party shall relieve such party of obligations previously incurred by such party under this
Agreement of the Operating Agreement with respect to the iderest transferred, including without
limatation the obligation of a party (o pay all costs atinbutable to an operation conducted under this
Agreement and the Operating Agreement in which such party has agreed to particapate prior to
nn!ung such assignment, and the len and security inferest gramied by Amicle VILE of the

Agreement and hereby shall contimse to burden the interest tramsferred to secure
payment of any such obligations.

In the event of a conflict between the terme and provisions of this Agreement and the terme and
provisions of the Operating Agreement, then, as between the parties, the terms and provisions of the
Operating Agreemvent shall control.

This Agreement shall be binding opon each Non-Operator and Crperator notwithstanding that thas
Agreement 15 not then or therenfler executed by all of the parties 1o which it 15 tendered or which are
histed on Exhibat "A” as owmning an interest in the Contract Area or which owm, in fact, an nderest in
the Contract Area. In the event that any provision heren 15 illegal or unenforceable, the remunang
provisions shall nol be affecied, and shall be enfoaoed as il (he illegal or unenforooable provision
did not appear herein

N WITNESS WHEREDF, this Agreement shall be effective as of the  day of
ol

OPERATOR:

Name:

Title:

NON-OFERATORS:

Name:

Title:




ACKNOWLEDGMENTS

STATE OF

COUNTY OF

O this day of o 300 _, before me, the undersigned, a Notary Pablic in
and for satd County and State, personally appeared 4 1o me known to be the
identical person who executed the within and foregoing inst L, aE
af . and acknowledged 1o mee that he execated the same as his free and
voluntary act and deed and as the free and voluntary act and deed of smd limited Bability company, for the
wies and purposes therein set forth

QIVEN UNDER MY HAND AND SEAL OF OFFICE THE DAY AND YEAR LAST ABOVE
WRITTEN.

My Commuission Expires:
Wolary Publicinand for
County, Stateof
STATE OF
COUNTY OF
On this day of » 201, before me, the undersigned, a Notary Public in
and for said County and State, personally appeared 4 1o me known to be the
dentical pereon who executed the within and foregoing instroment, as
af’ and acknowledged 1o me that he executed the same as his free and

voluntary act and deed and a8 the free and voluniary act and deed of said corporation, for the uses and
purposes therein sed forih,

GIVEN UNDER MY HAND AND SEAL OF OFFICE THE DAY AND YEAR LAST ABOVE
WRITTEN.

My Commassion Expines:

Motary Public in and for
County, State of




EXHIBIT "A"
Attichied 1o and made a pant of that certain Memorandum of Operating Agresment and Financing

Statement effective the day of « 201_, by and betwesn Orion Exploration
Partners, LLC, Operator, and the Signatory Parties thereto, Non-Operadors.

I DESCRIPTION OF LANDS SUBJECT TO THIS AGREEMENT

All of the AMI lands in_ County, Oklahoma, , and the ol and gas lesses and foree pooling
order listed below, mcluding any extensions, renewals or replacements thereof

IL DEFTH RESTRICTIONS

W1 Owner wi w

Orperator Mame:
Address

Caty and State
(Participant)
Address

City/ State

Recordtion:
Dhescription:

2. Lessor
Lo
Lense Dide:
Recondation:
Description:
3. Force Pooling Owder Mo,

Prepared by (/M



ORION Exploration Partners, LLC wiwnw, ori o mexplor ation,com

ORION

EXHIBIT "E-1"

Altached To thalt certain Participation and AMI Agreemeni, by and belween Orion
Exploration Partners, LLC and Evolution Petroleum QK, Inc. dated April 17, 2012

See attached.

Exhibit "E-1"



EXHIBIT E-1 to the Participation and AMI Agreement
Orion Exploration, LLC.

7129 South Rwersde Drive, Tulsa, Ok 741 36063
ESTIMATE OF COSTS AND ALUTHORIZATION FOR EXPENDITURE

FVELL NEWVE Hayk WD 131 RE il
FIELDMAREA Cowhay HETRICT
COUNTWETATE KayOklaboms AFE NIMEER
OPERATOR  Quon COMPANYT W, |

T DUOBJECTIVE SB00Arbuckis-Granite BILLING COOE

LEASE COMPANY NO COST CENTER

LEASE SERIAL NO REQ. START DATE
LEGAL DESCRIPTION  Sec MLTZMEE REQ. COMPLETION DATE

DESCRIFTION OF WORK Dyl aed Complets 3 e cappciy ST for Cowboy Progosecl

T TAIGIELE LT =

ACCOUNT DAY HOLE PROCUCER |
1000 DRILLING [1DC)
TIOHE Laed and Legdl z TH|
71011 Purveying &hd Peimas g 200}
T10-12 Damages, Fghi-0d-Way, Cleanup T 500
Pl [i] Sy
TG Locatan Cost, Road, Dt Work Eiii]
T10-04 Dislkng & E gl ing CopuRen 15 15 000
T10-21 Corducioe Hole and Secvices aﬂ a0
T10:15 ‘Watar and Wabsr Mauling [ 5 000 |
Dinling - oniract
Tuhay Ceniract I
Fal 3] Mowe, Rig Up & Down :-sm% 25 000
T10-24 Footage X4 £ il: [i]
710-25 Day Werk doys i Siday Iilﬂq 150 00
L1925 D Yeerk daaki®  Sidie
71025 Fusl 40 40,000
b TI0-0 Diilling Mugd snd Addi g3 15) 15000}
71034 Bats and R osmas E 1] 30,000
710-35 Rental Dol Siang
710-36 Surface Equipment Rentals 2 pon| 22000
71033 Cormmnt B - whing (Susfacednleerms dole) 15 pon| 15000
73008 Cemant & Comanting - € asing (Production] 2 poa |
F10-27 Dl Sloos Tesis
J1EE Etm and EDE Analya
T10-29 Wi Lagging Sennced 14000 14 000
TA0-31 Qe Mol Logs 3511@11 EALT
e 1032 Dirnctional Sevice s and Equpmen
710407 Geoligical Congshant ]
710-17 Freight asd Trucking ] B00]
1018 Coniract Labor q
TI019 Cwn niel Seping Tosls & Serv e |
F10- 22 Peswed Tongs and C sming Cisws 10, 16000 |
71037 M Driting ] 8000/
11038 Feshng 1 il
1013 Plugges Chemes
[ P1006 Dullng Ovarhaad 3pc] 3pm
| 710-10 bud Drsgossl and pil s¢ claimalion P FLLE] I 1151}
COMPLETION [ICC)
730401 General
73011 Wirehne Sevices
7019 Cormpliticn Rig CL T Sidy 16 000
730-2% Complation Tool Runtals 10,000
730-26 C.asad Hole & S 000
730-14 Farmaisa Strrulaion 40 000 |
730X Camplitisn Supanigion - Ca
TI006 & oemplaiion Consuitant 16,000 |
T30-26 Wl Tl Contracion
730-10 Parfaratng
730-16 Water and e H §000 |
Z005 Trycking 2000}
73003 Supphes 3000
73024 Fipaine Ta ]
F30- 27 Cormp bt i F o Bk il S3rviLe 1% 000
00 Roads & locabon 10,000 |
73015 Surface Eguipment Rentals G000




3,000

TOTAL INTAMNGELES

$ATT 000

$640.000

Exthibit "E-1"




| TANGIELE MATERIAL COSTS

DRYMOLE

B0 o ECLFREEMT

T10-20

Tig20

110,000

Tig-20

Inter=eduals

156000 §

130-15

CONPLETION

130.20 Tubing

13005 Caging Heads. Tubing Heads. Kms ines

5,000

130-06 Misceilarcus

130-02 Bridge Plags and Packers

BEEE

PROCUCTION
136:28 Rod Saring

T30 Suegurfece Pumpi

TI5-65 Pumprg Uni

13070 Priens Rbovee

136:3% Vahvea, Fifings and Pipe

130-30 Gaz Production Ling

72555 Dahyarator

130-4% Stock Tanks ard Slairs

W50

clidls

64 Healer- Trasben)
-85 Macsllaneews Leae Equisment Elecinical Serdce

=
%0

13622 Pgainas
%0

13

40 Lateral Lines

130-73 Co

TH-23

51 | BBle| | 6] | B

T30-09 Righi-of Wy and Archasciegy

T30-17 Survey

E

TOTAL TANGELEE

$168,000

TOTAL CONTIGEMNCIES

F15,00)

GRAND TOTAL WELL COST

COMPANY MET SHARE OF COSTS

i

Hole: Costs shown are eslismates only and appeoval shall be exlended ba sclual costs
incurred in conducting e work sulhoized wihether the cost is maone or less.

| PREPARED BY

DATE

| SPERATIONS MANAGER,

PATE

CVIERON LAMDMAN

DATE

DATE

WORKING INTEREST

TETAL

slect lo paricipate

do not eidct 1o participate




ORION Exploration Partners, LLC . whwrve, orionexplor ation.com

EXHIBIT "E-2"

Attached To that certain Participation and AMI Agreement, by and between Orion
Exploration Partners, LL.C and Evolution Petroleum OK, Inc. dated April 17, 2012

See attachad.



EXHIBIT E-2 to the Participation and AM| Agreement

DESCRIPTION OF WoRX _Dril and complgts A hsyiteple Magiasios! producer

[=wcToonT T HOLE
1 T10-00 DRILUING (DG g TEJ
1 T10-003 Lan and Ligsl

1 71011 Sunrying and Permils

| TH0-12 Damages, A
[ | 7004

| TH0-16 Locaten Cost, Raad, Dint Werk

| T10-04 Drifing and Ergineering Corsuiant
1 710-21 Conductor Hols and Sandces

| T10-15 Waler and Wates Haulng
1
[ |

o =
L

| 710-38 Fishing
| T10-13
73013 Pugging Crames
| T0-10 Mudd Disposal and pi
| COMPLETION (1CC)
| 730-01 General |
1 T30-11 Wireling Serdoet |
| 73013 C Rig days @ Sday 32000/
I 730-75 Complstion Tool Rentas 15,000
1 730:28 Cased Hole Logs 5000
730-14 Formation Smulas §10,000]
T30-20 Supsndsion - Co, 1
1 T30-08 P c 10,000
1 730-26 Weal Tast Comracsor |
| T30-10 70,000
| 730- 16 Wl and Water Hauing 0,00/
T30-04 Trucking 500
| 730-00 Suppiies 5000
1 T30:24 Pipaiine Tap 20000
L 13022 ComplebunRoustabint Service 20,000)
730-02 Roads & location 80m/|
1 T30-15 Surface Equipssint Rentaly ‘_ﬂm:
| T3-21 Compistion Overhead 30m
| TOTAL INTANGIELES 1,084 000 £2.060.,000

Exhibit "E-2"



ACCT, CODE DR HOLE PRODUCER
40, m ECLAPMENT
DFILLING
Casrg
71820 Condugter
T10-20 Suface 500 of 9 58" 12,000 12,000 |
b TI020 Selersecall S00CF of T 110 000 110,000 |
130:15 Production I Liner 4200 of 4 1127 40000
COMPLETION
136-20 Tubing 28,000
130,05 Casing Heads, Tubing Hesds, Xmas Iree 5000 16,000
130-D6 ‘Weiinead Equipsen 2,000
110:02 Bridge Piugs and Packsrs 38,000 |
PROCUCTION
| 130.25 Rod Siring
T2300 Subsurface Pumps 150,000
136-55 Pumping Unit
130-T0 Pém e Mol
130-35 Valwea, Fitbngs and Pips 35,000
13030 Gas Production Unit
TI558
1343 Saock Tanks and Siars 35,000 |
b 13040 Seperalory FWED Hom
| T#&5 Heaber Tmale: phase seperaios
13085 Mescebansous Leass Equpment leciical Service 35.000
13022 Pipsings 15,000
13040 Lateral Lines. 15,000
130-50 Maber Fuan & Flow Mater 4000
130-T Compresser
T30-23 Inslallaion - | abot 25,000
TH0-09 Reghi-ol Wiy and Archasshgy
THAT Suriy 1000 |
| TOTAL TANGEELES $137,000 543,000 |
TOTAL CONTIGEMNCIES 540 000 50,000 |
GRAND TOTAL WELL COST $1.251.000 2001 000
COMPANY NET SHARE OF COSTS 1] =0
L=t Coala shown are eximales only and approval shal be extendsd |3 schisl cofly
incumed in conducting the work sulfodzed whwihes the cost s more or less
PREPARED BY DATE
OPERATIONS MANAGER DATE
DIRISION LANDIAA N DATE
GEMERAL MAMAGER DATE
|Wmll.
COMPANY WORKING INTEREST APPROVED BY DATE
o TERES L 1
whec! o paticpate do nol slect bo paricipaie



EXHIBIT "E-3"

Attached To that certain Participation and AM' Agreement, by and between Orion
Exploration Partners, LLC and Evidution Petroleum OK, Inc. dated Aprl 17, 2012

See attached.



EXHIBIT E-3 to the Participation and AMI Agreement
Orion Exploration, LLC.

L1H DA TE AT
IELD/AREA Cowboy DSTRCT
[COUNTY/STATE KaoQkanoma = AFE NUMBER
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| 72015 Sudnce Equipment Renlals
T30-21 Compilion Cusshead
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| TANGIBLE MATERIAL COSTS

ACCT. CODE DR HOLE PROCACER |
B0 oo ECLAPMEMNT
DRILLING
Caging
I Conduster
] Surface 5O of 3 687 12,0080 13,000
71020 5000 of T 110,000 190,000 |
13015 Production Iiiner 4200 of d 157 A0 000 |
13020 Tuhing
130-0% Casing Heads, Tubing Heads, Xmas ires 5,000 16,000 |
130-06 Miscelarmoui Wellsad Equipmen 2000
130-02 Bridgs Plugs and Packers 25,000 |
PRODUCTION
130-2% Rod Siring
72300 Subsurface Pumps 180,000 |
1
130-70 Peim s Morva
130-35 Vahes, Fitings and Pipe 4,000
130-30 Gars Produciion Lini
72458
25,000 |
130-50 o 26 000 |
| 12565 Healer Traslec phate separator
-5 Miscellangous Leass Equipment Electical Gerdcs 24,000 |
130-22 Pipelines 115000
130-40 Lateral Lines 15,000
130-£0 Meber Fun & Flow Meler 400
130:73 Compressor
T30-23 irntaiation - Labor 24 000
T0-CD Feght-oHWary and Archanology
T30-17 Surary 1,000
TOTAL TANGIBLES 5127 000 $693,000 |
AL R L = $40,000 30,000 |
GRAND TOTAL WELL COST $1.320,000 52 870,000 |
COMPANY MET SHARE OF COSTE 30 £
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