BEFORE THE CORPORATION COMMISSION OF THE STATE OF OKLAHOMA

APPLICANT: CORDILLERA ENERGY PARTNERS III, LLC | CAUSE CD NO.
' 201106689
RELIEF SOUGHT: POOLING
| ORDER NO.
LANDS COVERED: SECTION 22, TOWNSHIP 16 NORTH, B
RANGE 26 WEST, ROGER MILLS COUNTY, OKLAHOMA 595581

ORDER OF THE COMMISSION

This cause came on for hearing before Paul Porter, Administrative Law Judge for the
Corporation Commission of Oklahoma, on the 23rd day of February, 2012, at 8:30 a.m. in the
Commission Courtroom, Jim Thorpe Building, Oklahoma City, Oklahoma, pursuant to notice given
as required by law and the Rules of the Commission for the purpose of hearing, taking testimony and
reporting the findings and recommendations to the Commission.

David E. Pepper, Attorney, appeared for the Applicant, CORDILLERA ENERGY
PARTNERS III, LLC.; and Gregory Mahaffey, Attorney, appeared for Cleroy, Inc. and John R.
McGinley, Jr. Family Trust u/t/d 9/5/80.

The Administrative Law Judge heard the cause and filed a report with the Commission,
which report has been considered, and the Commission, therefore, finds as follows:

FINDINGS

1. That this is the Application of Cordillera Energy Partners I1I, LLC for an order
pooling interests and adjudicating rights and equities of oil and gas owners in the Douglas (less
Tonkawa) and Tonkawa common sources of supply underlying Section 22-16N-26W, Roger Mills
County, Oklahoma. '

2. At the time of the hearing, certain Respondents were dismissed as shown on
Exhibit A.

3. That the Commission has jurisdiction over the subject matter herein; that notice
has been given in all respects as required by law and the rules of the Commission.

4, That Section 22-16N-26W, Roger Mills County, Oklahoma is a 640-acre drilling
and spacing unit for the production of hydrocarbons from the Douglas (less Tonkawa) and Tonkawa
common sources of supply, heretofore established by Order No. 595247.
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5. That Cordillera Energy Partners III, LLC is the owner of the right to drill wells on
said drilling and spacing unit and to develop and produce said common sources of supply, has made
abona fide effort to reach an agreement with all of the other such owners in such drilling and spacing
unit, as set forth on Exhibit "A", to pool their interests and to develop the drilling and spacing unit
and common sources of supply as a unit, and the Commission should issue an order requiring such
owners to pool and develop the drilling and spacing unit and common sources of supply covered
hereby as a unit.

6. That Cordillera Energy Partners III, LLC proposes to drill a well in Section
22-16N-26W, Roger Mills County, Oklahoma, to a depth sufficient to test the Douglas (less
Tonkawa) and Tonkawa common sources of supply, and that to protect correlative rights, all owners
should be required to pool and develop the unit and common sources of supply covered hereby as
a unit, upon the terms and conditions set out in "Order" below, all of which are found hereby, after
a consideration of the substantial evidence in this cause, to be just and reasonable and will afford
each owner in the unit the opportunity to recover or receive without unnecessary expense his just and
fair share of the production from the unit.

7. That in the interest of the prevention of waste and the protection of correlative
rights, this Application should be granted, and the rights of all owners pooled and adjudicated.

ORDER

IT IS THEREFORE ORDERED by the Corporation Commission of Oklahoma as
follows:

L. That Cordillera Energy Partners III, LLC proposes to drill a well in Section
22-16N-26W, Roger Mills County, Oklahoma, a drilling and spacing unit for the Douglas (less
Tonkawa) and Tonkawa common sources of supply, and to develop said unit and the common
sources of supply thereunder as a unit, and the rights and equities of all oil and gas owners covered
hereby are pooled, adjudicated and determined.:

Well Costs:
2a. That estimated well costs are:

Completed as a dry hole -  $2,588,800.00
Completed for production -  $5,371,600.00
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Cash bonus of $2,700 per acre plus a total rovalty of 1/8
as more fully set forth below:

2b.

That $2,700 per acre is a fair, reasonable and equitable cash
bonus to be paid unto each owner who elects not to participate
in said well by paying such owner's proportionate part of the
costs thereof; such cash bonus when paid as set out in this
Order should be satisfaction in full for all rights and interests of
such owner in the well covered hereby, except for any normal
1/8 royalty interest as defined in 52 O.S. Section 87.l(e);
provided that any party unable to deliver a 7/8 interest shall be
required to elect option 2¢ or to participate in the drilling of the
well;

Cash bonus of $2,500 per acre plus a total royalty of 3/16
as more fully set forth below:

2c.

That $2,500 per acre, plus a proportionate share of an
overriding or excess royalty of 1/16 of 8/8 is a fair, reasonable
and equitable cash bonus to be paid unto each owner who elects
not to participate in said well by paying such owner's
proportionate part of the costs thereof; such cash bonus when
paid as set out in this Order should be satisfaction in full for all
rights and interests of such owner in the well covered hereby,
except for any normal I/8 royalty interest as defined in 52 O.S.
Section 87.1(e); provided that any party unable to deliver a
13/16 interest shall be required to elect option 2d or to
participate in the drilling of the well;

Cash bonus of $1,200 per acre plus a total rovalty of 1/5
as more fully set forth below:

2d.

That $1,200 per acre, plus a proportionate share of an
overriding or excess royalty of 7.5% of 8/8 is a fair, reasonable
and equitable cash bonus to be paid unto each owner who elects
not to participate in said well by paying such owner's
proportionate part of the costs thereof; such cash bonus when
paid as set out in this Order should be satisfaction in full for all
rights and interests of such owner in the well covered hereby,
except for any normal /8 royalty interest as defined in 52 O.S.
Section 87.1(e); provided that any party unable to deliver a 4/5
interest shall be required to elect option 2e or to participate in
the drilling of the well;
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No cash bonus plus a total royalty of 1/4
as more fully set forth below:

2e.

Provided, however, in the event the oil and gas interest of any owner is subject to any
royalty, overriding royalty or other payments out of production which will create a burden on such
interests, in excess of the normal 1/8 royalty defined above, then such excess royalty, overriding
royalty or other payment out of production should be charged against the overriding royalty as
hereinabove set forth, and the same should be reduced by the amount of any such excess.

3.

Inlieu of such cash bonus, an owner may elect to have
delivered unto him, as his just and fair share of production from
such well, in addition to the normal 1/8 royalty interest as
defined in 52 O.S. Section 87.1(¢), his proportionate part of an
excess or overriding royalty of 1/8 of 8/8 on oil and gas from
any well drilled under this Order, same to be delivered into the
lease tank or the pipeline to which said well is connected, free
and clear of all costs, expenses and risks incurred in or in
connection with the drilling, testing, completing, equipping,
operating and producing of the well covered hereby.

That any owner of the right to drill in said drilling and spacing unit who has not
agreed with Cordillera Energy Partners III, LLC to develop said unit and common sources of supply

shall be afforded the following election as to all or any portion of his interest:

3a.

To participate in the development of the unit and common
sources of supply by agreeing to pay such owner's proportionate
part of the actual costs of the well covered hereby, and by
paying, as set out herein, to Applicant, such owner's
proportionate part of the estimated completed for production
costs thereof as set out in paragraph 2a above, or by securing or
furnishing security for such payment satisfactory to the
Applicant; in all events, such owner's cost in said well should
not exceed his proportionate part of the actual or reasonable
costs thereof which should be determined by the Commission
in the event there is a dispute as to such costs; the payment of
such owner's proportionate part of the estimated costs of said
well, or the securing of such costs or the furnishing of security
therefor, as aforesaid, should be accomplished within 25 days
from the date of this Order, such owner's proportionate part of
the costs of and the production from such well and unit to be in
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proportion to the number of acres such owner has in the unit;
or

3b.  To receive the cash bonus, plus share of production as set out
in paragraph 2b, 2¢ or 2d above, which cash bonus shall be paid
or tendered, by Applicant, if same can be paid or tendered,
within 35 days from the date of this Order, or if same cannot be
paid or tendered, a fund therefor created for the use and benefit
of any owner accepting, or deemed to have accepted, such cash
bonus, plus share of production.

3c. To receive in lieu of the cash bonus, plus overriding or excess
royalty, as set out in paragraph 2b, 2¢ or 2d above, the just and
fair share of production as set out in paragraph 2e above.

4, That each owner of the right to drill in said drilling and spacing unit to said
common sources of supply covered hereby who has not agreed to develop said unit as a unit, other
than Applicant, should be required to select which of the alternatives set out in paragraph 3 above,
such owner accepts, in writing, within 20 days from the date of this Order; in the event any owner
fails to elect, in the time and in the manner as set out above, which of the alternatives set forth in
paragraph 3 above any such owner accepts, then such owner shall be deemed to have accepted the
cash bonus, plus the share of production, as set out in paragraph 2b above; in the event any owner
elects to do other than participate in said well by paying his proportionate share of the costs thereof,
or fails to make an election provided above, such owner shall be deemed to have relinquished unto
Applicant, all of such owner's right, title, interest or claim in and to the unit well, except for any
normal 1/8 royalty interest, defined above, or other share in production to which such owners may
be entitled by reason of an election hereunder.

5. Only those owners electing to participate in the initial well drilled hereunder will
be allowed to participate in subsequent wells drilled on the drilling and spacing unit and common
sources of supply covered hereby. Owners electing or deemed to have elected the cash consideration
plus excess royalty provided in paragraph 2b, 2¢ or 2d above, for the initial well shall thereafter
receive no additional cash consideration for subsequent wells, but shall receive the royalty it
originally elected to receive or was deemed to have elected to receive. Owners electing paragraph
2e above shall receive the same royalty in any subsequent well.

6. In the event Applicant or any other owner that participates in the initial well and
all subsequent wells proposes the drilling of a subsequent well it shall notify those owners who
elected to participate in the initial well drilled hereunder of its intent to drill a subsequent well and
said owners will have 20 days from the receipt of said notice to elect whether to participate in said
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subsequent well or elect alternative 2b, 2c, 2d or 2e set forth above. The notice provided by the
proposing party shall include the estimated dry hole costs and estimated completed well costs of the
subsequent well and owners electing to participate must pay, or make satisfactory arrangements with
the Operator to secure the payment of, their proportionate share of said completed well costs within
25 days from the receipt of notice from the proposing party. Those owners failing to elect within the
period provided or those owners electing to participate but failing to pay their share of costs within
the period provided shall be deemed to have elected not to participate in the subsequent well and
shall receive the option set forth in paragraph 2b above. Anytime an owner elects or is deemed to
have elected not to participate in a subsequent well, then that owner shall not be allowed to
participate in future wells drilled on the drilling and spacing units covered hereby. The Oklahoma
Corporation Commission shall retain jurisdiction over the drilling and completion costs proposed
by Applicant for subsequent wells. Any well proposal made under this provision shall expire after
180 days if no well has been commenced.

7. That Applicant, in addition to any other rights provided in this Order, shall have
a lien on the entire mineral leasehold estate or rights owned by the other owners therein and upon
each such owner's share of the production from the unit and common sources of supply covered by
this Order in order to secure the payment in full of such owner's share of the cost incurred in the
development and operation upon said unit. Such liens shall be separable as to each separate owner
within such unit, shall be in addition to all other rights and remedies available to the Applicant or
Operator, or both, under this Order or applicable law, or both, and shall remain liens until the owner
or owners drilling or operating any well located in such unit have been paid the entire amount due
under the terms of this Order. By this Order, the Commission specifically authorizes and orders that
the owner or owners drilling or operating, or paying for the drilling or for the operation of, one or
more wells in the unit for the benefit of all the participants therein, shall be entitled to production
from each such well (and the proceeds from the sale of such production) which would be received
by the owner or owners for whose benefit each such well was drilled or operated, after paying their
royalty, until the owner or owners drilling or operating such well or wells, as applicable, have been
paid the amount due under the terms of this Order or any orders settling any dispute concerning the
unpaid amount.

8. Ifany payment of bonus, royalty payments or other payments due and owing under
this Order cannot be made because the person entitled thereto cannot be located or is unknown, then
said bonus, royalty payments or other payments shall be paid into an escrow account in a financial
institution within ninety days (90) after this Order and shall not be commingled with any funds of
the Applicant or Operator. Provided, however, that the Commission shall retain jurisdiction to grant
to financially solid and stable holders an exception to the requirement that such funds be paid into
an escrow account with a financial institution and permit such holder to escrow such funds within
- such holder's organization. Responsibility for filing reports with the Commission as required by law
and Commission rule as to bonus, royalty or other payments escrowed hereunder shall be with the
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applicable holder. Such escrowed funds shall be held for the exclusive use of, and the sole benefit
of, the person entitled thereto. It shall be the responsibility of the Operator to notify all other holders
of this provision and of the Commission rules regarding unclaimed monies under pooling orders.

9. Cordillera Energy Partners III, LLC is designated operator of the unit well and
common sources of supply covered hereby, and all elections shall be communicated to said operator
at the address shown below as required in this Order.

Cordillera Energy Partners 111, LLC
8450 E. Crescent Parkway, Suite 400
Greenwood Village, CO 80111

10. That Cordillera Energy Partners III, LLC must commence operations for the
drilling and other operations with respect to the initial well covered hereby within one hundred
eighty (180) days from the date of this Order, or this Order shall be null and void except as to the
payment of cash bonuses to the owners having elected that alternative under the terms of this Order.

11.  That Applicant, or its Attorney, shall file with the Secretary of the Commission
within ten (10) days from the date of this Order, an affidavit stating that a copy of this Order was

mailed within three (3) days from the date of this Order to all parties pooled by this Order whose
addresses are known.

DONE AND PERFORMED this &\ day of M ,2012.

CORPORATION COMMISSION OF OKLAHOMA

(DOare & %mgr
DANAZ. MPRPRY, C _2_%__
/
ATTEST: BOB ANTHONY, Vice Chan'man

PATRICE DOUGLAS, Commissioner

Peggy
Secretary
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REPORT OF THE ADMINISTRATIVE LAW JUDGE

The foregoing findings and order are the report and recommendations of the Administrative Law
Judge.

Approved:

HARLY (¢ 20|z~

Administrative Law Judge Date

APPROVED AS TO FORM AND C@NT:
%‘«D g * QM\JA\_
David E. Pepper
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EXHIBIT "A"
RESPONDENTS POOLED: 11.  John R. McGinley, Jr. Family Trust u/t/d 9/5/80,

1.

10.

Cheasapeake Exploration, LLC
P.O. Box 18496
Oklahoma City, OK 73154

Cleroy Inc.
P.O. Box 3403
Tulsa, OK 74101

T.S. Dudley
P.O. Box 297
Bethany, OK 73008

John Benton Dudley, III
1615 SW 24th Ave.
Amarillo, TX 79109

Thomas Samuel Dudley
11152 Westheimer Rd. Apt #89
Houston, TX 77042-3208

Stuart M. Dudley
87 Seis Lagos Trail
Wylie, TX 75098

Episcopal Diocese of Dallas
1630 Garrett Avenue
Dallas, TX 75206

J & L Exploration Company
6412 N. Santa Fe. Avenue
Oklahoma City, OK 73116

Perry Keller, deceased c/o Bob Michael Keller
6125 NE Cornell Road, Suite 220
Hillsboro, OR 97124

Ann Dildley Marshall
P.O. Box 1649
Austin, TX 78767-1649

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

John R. McGinley III, Trustee
P.O. Box 769
Tulsa, OK 74101-0769

Patrick A. McGinley Revocable Trust u/t/d
1/2/90 Patrick A. McGinley, Trustee

1105 E. 21st PI

Tulsa, OK 74114-1213

Ruby Montgomery, deceased ¢/o James Lindsey
Randall Montgomery

17024 E. Marshall St.

Tulsa, OK 74116-4203

DISMISSED
DISMISSED
DISMISSED

Panhandle Royalty Company
5400 NW Grand Boulevard, Suite 300
Oklahoma City, OK 73112

St. Michaels & All Angels Episcopal Church in
Dallas

8011 Douglas Avenue

Dallas, TX 75225

Fred W. Standefer 1982 Revocable Trust dated
9/13/82, Fred W. Standefer, Trustee

P.O. Box 5946

Edmond, OK 73083

Stephens Production Company
P.O. Box 2407
Fort Smith, AR 72902-2407

The M.A. Viersen Revocable Trust dated the
16th day of May 2007, M.A. Viersen, Trustee
P.O. Box 136
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Morris, OK 74445
22,  T.W. Walbert c/o T.S. Dudley
408 NW 70" Street
Oklahoma City, OK 73116-7800
23.  ADDRESS UNKNOWN
24. ADDRESS UNKNOWN
25.  ADDRESS UNKNOWN
26. ADDRESS UNKNOWN

RESPONDENTS POOLED FOR CURATIVE
PURPOSES:

NONE
RESPONDENTS DISMISSED:

14, Max Montgomery (Janna, wife)
Rt. 1, Box 65
Durham, OK 73542

15.  Marsha Jo Montgomery
14 Blue Jay Dr
Santa Fe, NM 87506-8509

16.  Sherryl Norviel a/k/a Sheryl Norviel a/k/a Sheryl
Norvill
741 Hickory Oak Hollow
Martinez, GA 30907

RESPONDENTS ADDRESS UNKNOWN:

23. . Orval Grim
ADDRESS UNKNOWN

24.  Alpha Grim
ADDRESS UNKNOWN

25.  Jo' Ann Gibson
ADDRESS UNKNOWN

26. Ronald Wayne Cole
ADDRESS UNKNOWN



