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CARRY AND EARNING AGREEMENT 

This CARRY AND EARNING AGREEMENT (this "Agreement"), ĚĂƚĞĚ�ƚŚĞ�ϭϯƚŚ�ĚĂǇ�ŽĨ�:ƵůǇ͕�ϮϬϬϳ�;ƚŚĞ�

"Effective Date"), is by and between ENCANA OIL & GAS (USA) INC., a Delaware corporation ("EnCana") 

and APPROACH OIL & GAS INC., a Delaware corporation ("Approach"). EnCana and Approach may each 

also be referred to herein as a "Party" or collectively as the "Parties." 

BACKGROUND 

ϭ͘��Ŷ�ĂŶĂ�ŝƐ�ƚŚĞ�ĐƵƌƌĞŶƚ�ŽǁŶĞƌ�ĂŶĚ�ŚŽůĚĞƌ�ŽĨ�ƚŚĞ�Žŝů͕�ŐĂƐ�ĂŶĚ�ŵŝŶĞƌĂů�ůĞĂƐĞƐ�ĚĞƐĐƌŝďĞĚ�ŽŶ��ǆŚŝďŝƚ��͕�

attached hereto, and the leasehold interest in the lands covered thereby (individually, a "Lease" and 

collectively, the "Leases," as identified by name and EnCana lease number on Exhibit A). 

Ϯ͘�dŚĞ�WĂƌƟĞƐ�ĚĞƐŝƌĞ�ƚŽ�ĞŶƚĞƌ�ŝŶƚŽ�ƚŚŝƐ��ŐƌĞĞŵĞŶƚ�ŝŶ�ŽƌĚĞƌ�ƚŽ�ƉƌŽǀŝĚĞ�ƚŚĞ�ƚĞƌŵƐ�ĂŶĚ�ĐŽŶĚŝƟŽŶƐ�ƵŶĚĞƌ�

which Approach will acquire an interest in the Properties (as hereafter defined) through the drilling of 

wells, as further provided herein. 

ϯ͘��ĂƉŝƚĂůŝǌĞĚ�ƚĞƌŵƐ�ƵƐĞĚ�ŚĞƌĞŝŶ�ǁŝůů�ŚĂǀĞ�ƚŚĞ�ŵĞĂŶŝŶŐ�ŐŝǀĞŶ�ƚŽ�ƐƵĐŚ�ƚĞƌŵƐ�ŚĞƌĞŝŶ͘���ůŝƐƚ�ŽĨ�ƚŚĞ�

capitalized terms is set forth in the Schedule of Definitions attached hereto. 

NOW, THEREFORE, in consideration of the mutual promises and covenants contained herein, the Parties 

agree as follows: 

ARTICLE I 

PROPERTIES SUBJECT TO AGREEMENT 

     ϭ͘Ϭϭ��ĞƐĐƌŝƉƟŽŶ�ŽĨ�WƌŽƉĞƌƟĞƐ͘�^ƵďũĞĐƚ�ƚŽ�ƚŚĞ��ǆĐůƵĚĞĚ��ƐƐĞƚƐ�;ĂƐ�ŚĞƌĞĂŌĞƌ�ĚĞĮŶĞĚͿ͕ the following 

properties (collectively, the "Properties") are subject to this Agreement: 
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(a) All interests related to the Leases, including, but not limited to, all oil and gas leasehold interests, 

including working, royalty, overriding royalty, production payment, and other leasehold interests, and all 

rights resulting from the pooling, unitizing or communitizing of those interests; and 

(b) all other real property interests and rights owned by EnCana and associated with the Leases, 

including mineral interests, surface owned in fee, easements and water rights. 

     ϭ͘ϬϮ��ǆĐůƵĚĞĚ��ƐƐĞƚƐ͘��Ŷ�ĂŶĂ�ƌĞƐĞƌǀĞƐ�ƚŽ�ŝƚƐĞůĨ͕�ĂŶĚ�ƚŚĞƌĞ�ŝƐ�ŚĞƌĞďǇ�ĞǆĐĞƉƚĞĚ�ĨƌŽŵ�ƚŚŝƐ��ŐƌĞĞŵĞŶƚ͕�

the following (collectively, the "Excluded Assets"): 

(a) the EnCana � Devon Fee C � Ϭϯ�ǁĞůůďŽƌĞ�;�W/ηϰϮ-Ϯϵϯ-ϯϭϳϬϳͿ�ĂŶĚ�Ăůů�ƉƌĞǀŝŽƵƐ�ĂŶĚ�ĨƵƚƵƌĞ�

production therefrom; 

 

  

  

(b) the EnCana � Devon Fee D � Ϭϰ�ǁĞůůďŽƌĞ�;�W/ηϰϮ-ϯϵϱ-ϯϭϬϵϮͿ�ĂŶĚ�Ăůů�ƉƌĞǀŝŽƵƐ�ĂŶĚ�ĨƵƚƵƌĞ�

production therefrom; 

(c) the EnCana � Devon Fee D � Ϭϱ�ǁĞůůďŽƌĞ�;�W/ηϰϮ-ϯϵϱ-ϯϭϭϮϰͿ�ĂŶĚ�Ăůů�previous and future 

production therefrom; 

(d) the EnCana � �ĞǀŽŶ�&ĞĞ�Ϭϭ�ǁĞůůďŽƌĞ�;�W/η�ϰϮ-Ϯϵϯ-ϯϭϲϱϰͿ�ĂŶĚ�Ăůů�ƉƌĞǀŝŽƵƐ�ĂŶĚ�ĨƵƚƵƌĞ�ƉƌŽĚƵĐƟŽŶ�

therefrom; and 

(e) the oil and gas leases (whether or not portions of the Leases) included in the proration units 

associated with the four described wells, as further described and shown on the plats attached hereto as 

Exhibit B. 

ARTICLE II 

DELIVERIES AT EXECUTION 

Ϯ͘Ϭϭ�    Payments at Execution. Upon execution of this Agreement, Approach will pay to EnCana 

by wire ƚƌĂŶƐĨĞƌ�ŽĨ�ŝŵŵĞĚŝĂƚĞůǇ�ĂǀĂŝůĂďůĞ�ĨƵŶĚƐ͕�ƚŽ�ƚŚĞ�ĂĐĐŽƵŶƚ�ĚĞƐŝŐŶĂƚĞĚ�ŽŶ��ǆŚŝďŝƚ��͕�ΨϯϱϬ͕ϬϬϬ͘ϬϬ�

;ƚŚĞ�Η>ĞĂƐĞ�ZĞŶƚĂů��ĞƉŽƐŝƚΗͿ͕�ƚŽ�ďĞ�ƵƐĞĚ�ƉƵƌƐƵĂŶƚ�ƚŽ�^ĞĐƟŽŶ�ϲ͘Ϭϭ;ĨͿ�ƚŽ�ƉĂǇ��ƉƉƌŽĂĐŚΖƐ�ϱϬй�ƐŚĂƌĞ�ŽĨ�ƚŚĞ�

delay rentals, shut-in royalties, minimum royalties, and lease extensions required or permitted under 

the terms of the Leases. 

Ϯ͘ϬϮ�    Other Deliveries. Simultaneously with the execution of this Agreement, the Parties and 

Approach Operating, LLC, as operator ("Approach Operating") will each execute and deliver to the other 

the JOA (as hereafter defined) as to the Commitment Wells. 



Ϯ͘Ϭϯ�    Letter of Credit. Upon execution of this Agreement, Approach will cause an irrevocable, 

unconditional, stand-by letter of credit (the "Letter of Credit"), substantially in the form of Exhibit J, to 

be issued: 

   (i)     ŝŶ�ƚŚĞ�ĂŐŐƌĞŐĂƚĞ�ĨĂĐĞ�ĂŵŽƵŶƚ�ŽĨ�ΨϮ͕ϲϬϬ͕ϬϬϬ͘ϬϬ͖ 

  

   (ii)     by a financial institution acceptable to EnCana; 

  

   (iii)     that is available to be drawn at sight, in full or partial draws and with draw 

conditions acceptable to EnCana, including a Default by Approach; 

  

   (iv)     ƚŚĂƚ�ǁŝůů�ƉƌŽǀŝĚĞ�ĨŽƌ�Ă�ƌĞĚƵĐƟŽŶ�ŝŶ�ƚŚĞ�ĨĂĐĞ�ĂŵŽƵŶƚ�ƚŽ�Ψϭ͕ϯϬϬ͕ϬϬϬ͘ϬϬ�ƵƉŽŶ�ƚŚĞ�

Earning Event for the second Initial Commitment Well; and 

  

   (iv)     that will remain valid and in effect until the occurrence of the Earning Event for 

the third Initial Commitment Well. 

 

Ϯ 

  

Ϯ͘Ϭϰ��ƉƉƌŽĂĐŚ�KƉĞƌĂƟŶŐ͘�/Ĩ�ƚŚŝƐ��ŐƌĞĞŵĞŶƚ�ĐĂůůƐ�ĨŽƌ�ƉĞƌĨŽƌŵĂŶĐĞ�ŽĨ�ĂŶ�ŽďůŝŐĂƟŽŶ�ďǇ��ƉƉƌŽĂĐŚ�

Operating, Approach shall cause the performance thereof, and the failure to do so will be considered a 

default hereunder by Approach. Any action, inaction or omission by Approach Operating that would be a 

default hereunder if it were the action, inaction or omission of Approach, shall be deemed to be a 

default by Approach. Any action hereunder forbidden to be taken by Approach shall also be forbidden to 

Approach Resources, Inc. and its subsidiaries. 

ARTICLE III 

INFORMATION AND TITLE REVIEW 

ϯ͘Ϭϭ�dŝƚůĞ�ĂŶĚ�KƚŚĞƌ�/ŶĨŽƌŵĂƟŽŶ�,ĞůĚ��Ǉ��Ŷ�ĂŶĂ͘�tŝƚŚŝŶ�ϯϬ�ĚĂǇƐ�ŽĨ�ƚŚĞ��īĞĐƟǀĞ��ĂƚĞ͕��Ŷ�ana will 

provide to Approach copies of its oil and gas lease files, including, but not limited to, all title data, such 

as broker's run sheets, title opinions and abstracts, covering the Leases. EnCana will provide to 

Approach copies of all other information relevant to EnCana's leasehold position in the Properties, 

including geological, geophysical and engineering information. All of such information is provided 



without warranty of any kind, including as to completeness or accuracy. EnCana will not be required to 

make available any information covered by existing agreements of confidentiality to which it is bound; 

provided, however, that EnCana will make commercially reasonable efforts to obtain the release of any 

such information. 

ARTICLE IV 

COMMITMENT WELLS 

ϰ͘Ϭϭ�    Number of Commitment Wells and Specifications. 

;ĂͿ��ƉƉƌŽĂĐŚ�ǁŝůů�ďĞ�ƌĞƐƉŽŶƐŝďůĞ�ĨŽƌ�ƉĂǇŝŶŐ�ϭϬϬй�ŽĨ�ƚŚĞ�ĐŽƐƚƐ͕�ŝŶĐůƵĚŝŶŐ�ĚƌŝůůŝŶŐ�ƌŝŐ�ƐƚĂŶĚ-by costs (other 

than drilling rig stand-by costs incurred as a result of EnCana's failure to satisfy, on Žƌ�ďĞĨŽƌĞ�:ƵůǇ�ϯϬ͕�

ϮϬϬϳ͕�ƚŚĞ�ĐŽŶĚŝƟŽŶƐ�ƐĞƚ�ĨŽƌƚŚ�ŝŶ�^ĞĐƟŽŶ�ϰ͘Ϭϰ;ĐͿͿ͕�ŽĨ�ƚŚƌĞĞ�ǁĞůůƐ�ŽŶ�ƚŚĞ�>ĞĂƐĞƐ�ŝŶ�ĂĐĐŽƌĚĂŶĐĞ�ǁŝƚŚ�ƚŚĞ�

provisions of this Agreement and the AFE's (each, an "Initial Commitment Well" and collectively, the 

"Initial Commitment Wells"), drilled to the Objective Depth on a Drilling Unit and Completed (each as 

hereafter defined) (which Completion, upon the mutual consent of the Parties, may be at a depth 

shallower than the Objective Depth) or, upon the mutual consent of the Parties, plugged and abandoned 

with the drilling rig. 

(b) The Parties agree to evaluate the Initial Commitment Wells and the production therefrom during the 

Evaluation Period (as hereafter defined). Approach may elect out of the project contemplated by this 

Agreement by delivering written notice of such election (a "Withdrawal Notice") to EnCana during the 

Evaluation Period. If Approach delivers a Withdrawal Notice, Approach shall forfeit its rights to earn an 

interest in the Leases except for Leases included in the assigned Drilling Units to the Initial Commitment 

Wells, but such 

 

ϯ 

  

forfeiture shall be the only consequence of Approach electing out of the contemplated project. 

     If Approach does not deliver a Withdrawal Notice to EnCana, Approach will be responsible for paying 

ϭϬϬй�ŽĨ�ƚŚĞ�ĐŽƐƚƐ͕�ŝŶĐůƵĚŝŶŐ�ĚƌŝůůŝŶŐ�ƌŝŐ�ƐƚĂŶĚ-by costs of two additional wells on the Leases (each a 

"Subsequent Commitment Well" and collectively, the "Subsequent Commitment Wells"; the Initial 

Commitment Wells and the Subsequent Commitment Wells are sometimes collectively referred to 

herein as the "Commitment Wells"). Each Subsequent Commitment Well shall be drilled to the Objective 

Depth and Completed (which Completion, upon the mutual consent of the Parties, may be at a depth 

shallower than the Objective Depth) or, upon the mutual consent of the Parties, plugged and abandoned 

with the drilling rig. 



     As used herein, the term "Evaluation Period" means the period of time beginning on the date that the 

third Initial Commitment Well is Completed and tied into the flowline and ending on the earlier to occur 

ŽĨ�;ŝͿ�ϭϮϬ�ĚĂǇƐ�ƚŚĞƌĞĂŌĞƌ�ĂŶĚ�;ŝŝͿ�ƚŚĞ�ĚĂƚĞ��Ŷ�ĂŶĂ�ƌĞĐĞŝǀĞƐ�Ă�tŝƚŚĚƌĂǁĂů�EŽƟĐĞ͘ 

(c) Approach Operating will be the operator of the Commitment Wells. As operator, Approach Operating 

will perform all of the functions of the operator under the JOA, other than title and curative work on the 

Drilling Units. EnCana will perform the title and curative work on the Drilling Units. 

(d) If Approach drills a Commitment Well to the Objective Depth but based upon the logs and other data 

pertaining to the well Approach recommends plugging and abandoning the well and the Parties 

mutually agree that an attempt to complete the well as a commercial producer is not prudent, then 

Approach shall proceed to plug and abandon the well and an Earning Event will be deemed to have 

occurred with respect to such Commitment Well. 

ϰ͘ϬϮ�    AFE�s. 

(a) An authority for expenditure (an "AFE") for the first Commitment Well is attached to this Agreement 

ĂƐ��ǆŚŝďŝƚ��͘��ƉƉƌŽĂĐŚ�ŵƵƐƚ�ƉƌĞƉĂƌĞ�ĂŶĚ�ƐƵďŵŝƚ�ƚŽ��Ŷ�ĂŶĂ͕�ŶŽ�ůĂƚĞƌ�ƚŚĂŶ�ƚŚĞ�ĚĂƚĞ�ƚŚĂƚ�ŝƐ�ϭϬ�ĚĂǇƐ�

following the commencement of actual drilling operations on each Commitment Well after the first 

Commitment Well, an AFE for the next Commitment Well to be drilled, each such AFE to conform in 

style and substance to the AFE attached hereto as Exhibit D. 

;ďͿ��Ŷ�ĂŶĂ�ǁŝůů�ŚĂǀĞ�ϳ�ďƵƐŝŶĞƐƐ�ĚĂǇƐ�ĂŌĞƌ�ŝƚƐ�ƌĞĐĞŝƉƚ�ŽĨ�ĂŶ��&��ŝŶ�ǁŚŝĐŚ�ƚŽ�ƉƌŽǀŝĚĞ�ĐŽŵŵĞŶƚs on the 

elements of the AFE covering operations prior to the casing point. The Parties will consult on the terms 

of each AFE, but if the Parties cannot reach agreement, the final decision will be made by: (i) EnCana for 

the Initial Commitment Wells; and (ii) Approach, for the Subsequent Commitment Wells. 

 

ϰ 

  

ϰ͘Ϭϯ�    Completions and Other Procedures. 

;ĂͿ�EŽ�ĨĞǁĞƌ�ƚŚĂŶ�ϭϰ�ĚĂǇƐ�ƉƌŝŽƌ�ƚŽ�ďĞŐŝŶŶŝŶŐ��ŽŵƉůĞƟŽŶ�ŽƉĞƌĂƟŽŶƐ�ŽŶ�Ă��ŽŵŵŝƚŵĞŶƚ�tĞůů͕��ƉƉƌŽĂĐŚ�

will provide EnCana with the Completion procedures it intends to undertake with respect to the 

�ŽŵŵŝƚŵĞŶƚ�tĞůů͘��Ŷ�ĂŶĂ�ǁŝůů�ŚĂǀĞ�ϳ�ĚĂǇƐ�ŝŶ�ǁŚŝĐŚ�ƚŽ�ƉƌŽǀŝĚĞ�ĐŽŵŵĞŶƚƐ�ƚŽ�ƚŚĞ��ŽŵƉůĞƟŽŶ�

procedures. 

(b) The Parties will consult on the Completion procedures to be undertaken on each Commitment Well, 

but (i) the final decision as to the intervals to be completed and the procedures to be undertaken with 

respect to each Initial Commitment Well will be EnCana�s, so long as such decision is in compliance 

with the terms of the applicable AFE, and (ii) the final decision as to the intervals to be completed and 



the procedures to be undertaken with respect to each Subsequent Commitment Well, if any, will be 

Approach�s. 

(c) If EnCana desires to attempt a Completion on an Initial Commitment Well, so long as such 

Completion is in compliance with the terms of the AFE, Approach Operating, as operator, must perform 

the Completion and the costs of the Completion will be part of the costs of the Commitment Well for 

which Approach is responsible. Notwithstanding the foregoing or anything else in this Agreement to the 

contrary, either Party may elect (the "Electing Party") to conduct seismic surveys or other geoscientific 

work or to acquire any geological or geophysical data, processings or interpretations with respect to the 

Leases (other than any such work inside a wellbore) (collectively, "Geoscientific Data"), provided that if 

the other Party desires to participate in the Geoscientific Data, such Party shall pay the Electing Party 

ĮŌǇ�ƉĞƌĐĞŶƚ�;ϱϬйͿ�ŽĨ�ƚŚĞ�ŽƵƚ-of-pocket costs and expenses incurred by the Electing Party in the 

acquisition, licensing, generating, processing and interpreting of such Geoscientific Data. 

ϰ͘Ϭϰ�    Timing of Commitment Wells. 

(a) The Commitment Wells will be drilled in the order and at the locations set forth on Exhibit E, unless 

the Parties mutually agree otherwise. 

(b) Approach must commence actual drilling operations on the first Initial Commitment Well no later 

ƚŚĂŶ�:ƵůǇ�ϯϬ͕�ϮϬϬϳ͕�ƉƌŽǀŝĚĞĚ�ƚŚĂƚ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ĐŽŶĚŝƟŽŶƐ�ƉƌĞĐĞĚĞŶƚ�ŚĂǀĞ�ďĞĞŶ�ƐĂƟƐĮĞĚ�ďǇ�ƐƵĐŚ�ĚĂƚe: 

(i) EnCana shall have provided a title opinion regarding the applicable drilling site to Approach in form 

and substance reasonably satisfactory to Approach; 

(ii) EnCana shall have cured, or shall be in the process of curing to Approach's reasonable satisfaction, 

any title defects reflected in the title opinion described above that could materially affect the Parties' 

ability to collect its share of working interest revenue; 

 

ϱ 

  

(iii) A drilling rig shall be available to commence drilling (Approach agrees to use a drilling rig that has 

been contracted for or is owned by EnCana, if such rig is available); and 

(iv) EnCana shall have provided Approach evidence in form and substance reasonably satisfactory to 

Approach that all requirements set forth in EnCana's surface use agreement with TXU Mining have been 

satisfied with respect to the first Initial Commitment Well. 

(c) Approach must commence operations for the drilling of each other Initial Commitment Well as soon 

as reasonably practicable following the release of the drilling rig from the prior Initial Commitment Well. 



;ĚͿ��Ɛ�ƐĞƚ�ĨŽƌƚŚ�ŝŶ�^ĞĐƟŽŶ�ϰ͘Ϭϭ;ĂͿ�ĂďŽǀĞ͕��ƉƉƌŽĂĐŚ�ŚĂƐ�ŶŽ�ŽďůŝŐĂƟŽŶ�ƚŽ�ĐŽŵŵĞŶĐĞ�ĚƌŝůůŝŶŐ�ĂŶǇ�ǁĞůů�

during the Evaluation Period. At the end of the Evaluation Period, so long as Approach has not delivered 

a Withdrawal Notice, Approach must commence drilling of the Subsequent Commitment Wells no later 

than as set forth below: 

;ŝͿ�ƚŚĞ�ĮƌƐƚ�^ƵďƐĞƋƵĞŶƚ��ŽŵŵŝƚŵĞŶƚ�tĞůů�ǁŝůů�ďĞ�ĐŽŵŵĞŶĐĞĚ�ŶŽ�ůĂƚĞƌ�ƚŚĂŶ�ƚŚĞ�ĚĂƚĞ�ƚŚĂƚ�ŝƐ�ϯϬ�ĚĂǇƐ�

following the end of the Evaluation Period. 

(ii) the second Subsequent Commitment Well, immediately upon release of the drilling rig from the prior 

Subsequent Commitment Well. 

ϰ͘Ϭϱ�    Substitute Wells. If Approach Operating spuds a Commitment Well and thereafter 

encounters drilling conditions or reservoir conditions in the drilling of the well which in the opinion of a 

prudent operator would cause the operator to cease drilling and abandon the hole prior to Completion, 

and Approach abandons the hole for such reasons, Approach shall have the right to spud a substitute 

ǁĞůů�;Ă�Η^ƵďƐƟƚƵƚĞ�tĞůůΗͿ�Ăƚ�ƚŚĞ�ĐůŽƐĞƐƚ�ƉƌĂĐƟĐĂďůĞ�ůŽĐĂƟŽŶ�ĞŝƚŚĞƌ͕�Ăƚ��ƉƉƌŽĂĐŚΖƐ�ĞůĞĐƟŽŶ͕�;ŝͿ�ǁŝƚŚŝŶ�ϯϬ�

ĚĂǇƐ�ĨŽůůŽǁŝŶŐ�ƚŚĞ�ĂďĂŶĚŽŶŵĞŶƚ�Žƌ�;ŝŝͿ�ǁŝƚŚŝŶ�ϯϬ�ĚĂǇƐ�ĨŽůůŽǁŝŶŐ��ŽŵƉůĞƟŽŶ�ŽĨ�ƚŚĞ�ŶĞǆƚ�ƐĐŚĞĚƵůĞĚ�

Commitment Well. A Substitute Well if drilled in the same manner as required by this Agreement and 

paid for by Approach, shall constitute a Commitment Well. All of the costs of both the abandoned well 

and the Substitute Well must be paid by Approach in order for an Earning Event to occur with respect to 

the applicable Drilling Unit. 

  

ϰ͘Ϭϲ�    Information, Rights. 

(a) Approach shall maintain with respect to each Commitment Well, as and when drilled, all drilling 

reports, logs, drillstem test data, and geological and geophysical maps and all other relevant data. 

EnCana will be entitled, at all reasonable times, upon reasonable notice, at EnCana's sole risk and 

expense, to 

 

ϲ 

  

access to the rig floor and location of all Commitment Wells. �ƉƉƌŽĂĐŚ�ǁŝůů�ĨƵƌŶŝƐŚ�ƚŽ��Ŷ�ĂŶĂ͕�ǁŝƚŚŝŶ�ϯ�

days of receipt by Approach, all well information, logs, test results and other information with respect to 

all Commitment Wells. Approach will provide EnCana with daily reports of operations during any period 

of time when work is being performed on any Commitment Well. 

(b) Approach, at its sole cost and expense, must acquire at least the following information on each 

Commitment Well: 



(i) mud logging data, including a manned mud logging unit, from above the Rodessa Formation (as 

commonly identified in the area) to total depth in each Commitment Well; 

(ii) a suite of logs including a Triple Combo and a Natural Gamma Ray Spectroscopy log 

(iii) a Dipole Sonic log; 

(iv) drill cuttings characteristics evaluation; 

(v) FMI log on at least one of the Initial Commitment Wells; and 

(vi) a pre-frac injection test (also called DFIT) on at least one of the Initial Commitment Wells. 

(c) EnCana will have the right, upon five days notice and during normal business hours, to audit the 

books and records of Approach with respect to the Commitment Wells. 

ϰ͘Ϭϳ�    Third Party Interests. The Parties' aggregate working interest in each Commitment Well 

shall be not less than ninety-ĮǀĞ�ƉĞƌĐĞŶƚ�;ϵϱйͿ͘ 

  

ϰ͘Ϭϴ�    Certain Defined Terms. 

(a) The term "Completed," "Completing" or "Completion" means, with respect to a Commitment Well: 

   (i)     running production casing; 

  

   (ii)     attempting fracture stimulations in the well, generally in accordance with the 

procedures in the AFE attached hereto as Exhibit D and based on generally accepted engineering 

practices appropriate for the area; 

 

ϳ 

  

(iii) procuring and installing flowlines, wellheads, tanks and other production equipment, through and 

including the location well test meter for each Commitment Well. 

(b) The term "Cotton Valley Lime Formation" means the correlative interval identified as occurring 

ďĞƚǁĞĞŶ�ƚŚĞ�ĚĞƉƚŚƐ�ŽĨ�ϭϭ͕ϰϬϬ�ĨĞĞƚ�ĂŶĚ�ϭϮ͕ϯϬϬ�ĨĞĞƚ�ĂƐ�ŝĚĞŶƟĮĞĚ�ŽŶ�ƚŚĞ��ƵĂů�/ŶĚƵĐƟŽŶ�ůŽŐ�ŽĨ�ƚŚĞ�

Raymond L. Brown Well, located in the G. Gardner Survey, A-Ϯϭϳ͕�>ŝŵĞƐƚŽŶĞ��ŽƵŶƚǇ͕�dĞǆĂƐ�;�W/�ηϰϮ-

Ϯϵϯ-ϬϬϱϴϴͿ͘ 

(c) The term "Objective Depth" means the lesser of: 



;ŝͿ�Ă�ƚŽƚĂů�ǀĞƌƟĐĂů�ĚĞƉƚŚ�ŽĨ�ϭϮ͕ϭϬϬ�ĨĞĞƚ�;ŵĞĂƐƵƌĞĚ�ĨƌŽŵ�ƚŚĞ�ƐƵƌĨĂĐĞ�ŽĨ�ƚŚĞ�ĞĂƌƚŚͿ͖�Žƌ 

(ii) a ĚĞƉƚŚ�Ăƚ�ůĞĂƐƚ�ϱϬϬ�ĨĞĞƚ�ŝŶƚŽ�ƚŚĞ��ŽƩŽŶ�sĂůůĞǇ�>ŝŵĞ�&ŽƌŵĂƟŽŶ͘ 

ARTICLE V 

ASSIGNMENTS 

ϱ͘Ϭϭ�    Rights Earned By Drilling Unit. 

(a) Upon each Earning Event with respect to a Drilling Unit, Approach will earn an interest in the 

applicable Drilling Unit equal ƚŽ�ϱϬй�ŽĨ��Ŷ�ĂŶĂΖƐ�ŝŶƚĞƌĞƐƚ�ŝŶ�ƚŚĞ��ƌŝůůŝŶŐ�hŶŝƚ�;ƚŚĞ�Η�ƉƉƌŽĂĐŚ�/ŶƚĞƌĞƐƚΗͿ͘�

EŽƚǁŝƚŚƐƚĂŶĚŝŶŐ�ƚŚĞ�ĐƌĞĂƟŽŶ�ŽĨ�Ă�ƉŽŽůĞĚ�ƵŶŝƚ�ůĂƌŐĞƌ�ƚŚĂŶ�ϭϲϬ�ĂĐƌĞƐ�ǁŝƚŚ�ƌĞƐƉĞĐƚ�ƚŽ�Ă��ŽŵŵŝƚŵĞŶƚ�tĞůů͕�

Approach will only earn a Drilling Unit for each Commitment Well drilled and Completed (or, upon the 

mutual consent of the Parties, plugged and abandoned) until the occurrence of the final Earning Event. 

;ďͿ�dŚĞ�ƚĞƌŵ�Η�ƌŝůůŝŶŐ�hŶŝƚΗ�ŵĞĂŶƐ�ĂŶ�ĂĐƌĞĂŐĞ�ďůŽĐŬ�ŽĨ�ůĂŶĚƐ�ƐƵďũĞĐƚ�ƚŽ�ƚŚĞ�>ĞĂƐĞƐ�ĐŽŶƐŝƐƟŶŐ�ŽĨ�ϭϲϬ�

ĂĐƌĞƐ͕�ƉůƵƐ�Žƌ�ŵŝŶƵƐ�ϭϬй͕�Žr the largest unit permitted by the particular Leases on which a well is drilled, 

ŝĨ�ůĞƐƐ�ƚŚĂŶ�ϭϲϬ�ĂĐƌĞƐ�ƉůƵƐ�Žƌ�ŵŝŶƵƐ�ϭϬй͘��Ŷ�ĂŶĂ�ǁŝůů�ĚĞƚĞƌŵŝŶĞ͕�ŝŶ�ŝƚƐ�ƐŽůĞ�ĚŝƐĐƌĞƟŽŶ͕�ƚŚĞ�ĐŽŶĮŐƵƌĂƟŽŶ�

of the Drilling Units. 

ϱ͘ϬϮ�    Interest to Be Assigned in Drilling Unit. 

;ĂͿ�tŝƚŚŝŶ�ϯϬ�ĚĂǇƐ�ŽĨ�ĂŶ��ĂƌŶŝŶŐ��ǀĞŶƚ�;ĂƐ�ŚĞƌĞĂŌĞƌ�ĚĞĮŶĞĚͿ�ǁŝƚŚ�ƌĞƐƉĞĐƚ�ƚŽ�Ă��ƌŝůůŝŶŐ�hŶŝƚ͕��Ŷ�ĂŶĂ�ǁŝůů�

assign to Approach, by assignment in the form attached hereto as Exhibit F (the "Assignment"), the 

Approach Interest. The Assignment will deliver to Approach the net revenue interest owned by EnCana 

as of the Effective Date, reserving no overriding royalty interest not presently existing, and will be made 

without warranty of title whatsoever except by, through and under EnCana, but to no further extent. 

(b) The term "Earning Event" means the occurrence of all of (i), (ii) and (iii), below: 
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   (i)     a Commitment Well or, as the case may be, a Substitute Well, has been drilled 

to the Objective Depth; 

  

   (ii)     such well has been Completed (which Completion, upon the mutual consent of 

the Parties, may be at a depth shallower than the Objective Depth) or, upon mutual consent of the 

WĂƌƟĞƐ͕�ƉůƵŐŐĞĚ�ĂŶĚ�ĂďĂŶĚŽŶĞĚ�ƉƵƌƐƵĂŶƚ�ƚŽ�^ĞĐƟŽŶ�ϰ͘Ϭϭ;ĂͿ�Žƌ�^ĞĐƟŽŶ�ϰ͘Ϭϭ;ĚͿ�ŽĨ�ƚŚŝƐ��ŐƌĞĞŵĞŶƚ�ǁŝƚŚ�

the drilling rig without attempting a Completion; and 



  

   (iii)     Approach has paid all costs and expenses attributable to such Commitment 

Well. 

ϱ͘Ϭϯ�&ŝŶĂů��ĂƌŶŝŶŐ��ǀĞŶƚ͘�tŝƚŚŝŶ�ϯϬ�ĚĂǇƐ�ŽĨ�ƚŚĞ�ŽĐĐƵƌƌĞŶĐĞ�ŽĨ�ƚŚĞ��ĂƌŶŝŶŐ��ǀĞŶƚ�ǁŝƚŚ�ƌĞƐƉĞĐƚ�ƚŽ�ƚŚĞ�ůĂƐƚ�

of the Commitment Wells (the "Final Earning Event"), EnCana will assign Approach, in addition to 

Approach's proportionate share of the last Drilling Unit, its proportionate share of the remaining Leases 

not yet assigned to Approach. The foregoing shall not be deemed to obligate Approach to commence 

the Subsequent Commitment Wells unless Approach elects not to opt out of the project during the 

Evaluation Period. 

ARTICLE VI 

JOA; DEVELOPMENT FOLLOWING EVALUATION PHASE 

ϲ͘Ϭϭ�    Heads-Up Operations. 

(a) Upon execution of this Agreement, the Parties will execute an operating agreement in the form 

attached hereto as Exhibit G (the "JOA") covering the proposed Drilling Units with respect to the 

Commitment Wells, naming Approach Operating as operator. Following the Final Earning Event, EnCana 

may elect to become operator of the Commitment Wells, any subsequent wells drilled under the JOA 

ĂŶĚ�ĨŽƌ�Ăůů�ƚŚĞ�>ĞĂƐĞƐ�ďǇ�ƉƌŽǀŝĚŝŶŐ�ǁƌŝƩĞŶ�ŶŽƟĐĞ�ƚŽ��ƉƉƌŽĂĐŚ�ŽĨ�ƐƵĐŚ�ĞůĞĐƟŽŶ�ǁŝƚŚŝŶ�ϯϬ�ĚĂǇƐ�ŽĨ�ƚŚĞ�

Final Earning Event. In the event EnCana dŽĞƐ�ŶŽƚ�ƉƌŽǀŝĚĞ�ƐƵĐŚ�Ă�ŶŽƟĐĞ�ƚŽ��ƉƉƌŽĂĐŚ�ǁŝƚŚŝŶ�ϯϬ�ĚĂǇƐ�ŽĨ�

the Final Earning Event, Approach Operating shall be the operator for the Commitment Wells, any 

subsequent wells drilled under the JOA and for all the Leases. 

     Promptly following the delivery of a Withdrawal Notice, if any, Approach Operating shall resign as 

operator of the Commitment Wells, and EnCana shall be named as operator. 

;ďͿ�>ĞĂƐĞƐ�ĞĂƌŶĞĚ�ďǇ��ƉƉƌŽĂĐŚ�ĂĐĐŽƌĚŝŶŐ�ƚŽ�^ĞĐƟŽŶ�ϱ͘Ϭϯ�ŚĞƌĞŽĨ͕�ǁŝůů�ďĞ�ĚĞĞŵĞĚ�ƚŽ�ďĞ�ĂĚĚĞĚ�ƚŽ��ǆŚŝďŝƚ�

"A-ϮΗ�ŽĨ�ƚŚĞ�:OA upon the occurrence of the Final Earning Event. 

(c) In the event of any conflict or inconsistency between the terms of this Agreement and any JOA, this 

Agreement shall prevail to the extent of such conflict. 
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(d) Subject to the terms of this Agreement, after the Completion of a Commitment Well, the JOA will 

govern all operations on the well and all costs and expenses of operations with respect to the 

Commitment Well will be borne and paid by EnCana and Approach according to their proportionate 



working interest in the Leases, subject to the consent and non-consent provisions of the JOA and the 

terms and conditions of the JOA relating to subsequent operations. 

(e) No Party may propose the drilling of wells (other than a Commitment Well) in the AMI (as hereafter 

defined) until after the Final Earning Event. 

(f) EnCana shall pay, or cause to be paid, all delay rentals, shut-in royalties, minimum royalties and lease 

extensions that may be required or permitted under the terms of the Leases. Approach shall be 

ƌĞƐƉŽŶƐŝďůĞ�ĨŽƌ�ƉĂǇŝŶŐ͕�ƵƉŽŶ�ŝŶǀŽŝĐĞ͕�ŝƚƐ�ϱϬй�ƐŚĂƌĞ�ŽĨ�ƐƵĐŚ�ƉĂǇŵĞŶƚƐ�ĨŽůůŽǁŝŶŐ�ƚŚĞ��īĞĐƟǀĞ��ĂƚĞ͘�dŚĞ�

Parties acknowledge that Approach has paid the Lease Rental Deposit and that EnCana shall apply the 

>ĞĂƐĞ�ZĞŶƚĂů��ĞƉŽƐŝƚ�ƚŽ��ƉƉƌŽĂĐŚΖƐ�ϱϬй�ƐŚĂƌĞ�ŽĨ�ƚŚe costs described in this paragraph. If the aggregate 

amount of delay rentals, shut-in royalties, and lease extensions that may be required or permitted under 

the terms of the Leases prior to the date of a Withdrawal Notice, if any, or the Final Earning Event is less 

than the amount of the Lease Rental Deposit, EnCana shall, at Approach's option, either remit such 

excess amount to Approach or hold such amount for application towards the payment of Approach's 

ϱϬй�ƐŚĂƌĞ�ŽĨ�ƐƵĐŚ�ĨƵƚƵƌĞ�ƉĂǇŵĞŶƚƐ͘�EŽƚǁŝƚŚƐƚĂŶĚŝŶg the payment of the amounts due under this 

ƉĂƌĂŐƌĂƉŚ͕��ƉƉƌŽĂĐŚ�ǁŝůů�ŶŽƚ�ĞĂƌŶ�ĂŶǇ�ŝŶƚĞƌĞƐƚ�ŝŶ�ƚŚĞ�>ĞĂƐĞƐ�ĞǆĐĞƉƚ�ĂƐ�ƐĞƚ�ĨŽƌƚŚ�ŝŶ�^ĞĐƟŽŶ�ϱ͘ϬϮ͘ 

(g) If the Parties form a Drilling Unit by pooling any of the Leases with other oil and gas leases which are 

not subject to the JOA, as between the Parties the JOA will still control operations on the Drilling Unit, 

even if a Party is also a party to a separate joint operating agreement on the leases not subject to the 

JOA; except that, if any such joint operating agreement with third parties exists or is entered into, 

EnCana will be entitled to make all elections thereunder until the Final Earning Event. 

ARTICLE VII 

AMI 

ϳ͘Ϭϭ�    Area of Mutual Interest. 

(a) There is hereby created an Area of Mutual Interest (the "AMI") which shall consist of the lands within 

the boundary marked on the plat attached as Exhibit H. If a tract of land is located partially within the 

AMI and partially outside, all of such tract will be subject to the terms of this Article VII. There is 

excluded from the AMI and not subject to the provisions of this Article VII, whether or not so marked on 

Exhibit H, the area of any existing area of mutual interest to which EnCana is a party. 
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;ďͿ�/Ĩ͕�ĚƵƌŝŶŐ�ƚŚĞ�ƉĞƌŝŽĚ�ŽĨ�ƟŵĞ�ďĞŐŝŶŶŝŶŐ�:ƵŶĞ�ϭ͕�ϮϬϬϳ�ĂŶĚ�ĞŶĚŝŶŐ�ŽŶ�ƚŚĞ�ĚĂƚĞ�ƚŚĂƚ�ŝƐ�Ϯ�ǇĞĂƌƐ�ůĂƚĞƌ�;ƚŚĞ�

"Initial Term") and, as to any lands in the AMI subject to the JOA as of the end of the Initial Term, 

thereafter, for so long as the JOA remains in effect, either Party acquires an oil, gas and mineral lease, 



mineral interest, overriding royalty interest, royalty interest or any other interest in oil or gas or any 

contractual right to acquire interests in oil and gas leases, such as through farmin agreements (any of 

which is referred to herein as an "Interest" or collectively as "Interests") within the AMI, the acquiring 

WĂƌƚǇ�ƐŚĂůů͕�ǁŝƚŚŝŶ�ƐŝǆƚǇ�;ϲϬͿ�ĚĂǇƐ�ŽĨ�ĮŶĂůŝǌŝŶŐ�ƚŚĞ�ĂĐƋƵŝƐŝƟŽŶ͕�ŽīĞƌ�ƚŽ�ƚŚĞ�ŶŽŶ-acquiring Party the right to 

ƉƵƌĐŚĂƐĞ�ϱϬй�ŽĨ�ƐƵĐŚ�/ŶƚĞƌĞƐƚ�ďǇ�ƉĂǇŝŶŐ�ϱϬй�ŽĨ�ƚŚĞ�ĂĐƋƵŝƌŝŶŐ�WĂƌƚǇΖƐ�ĐŽƐƚƐ�;ƐƵĐŚ�Đosts to include, but 

are not necessarily limited to, the acquiring Party's land work with respect to the Interest, the lease 

bonus, option payments, broker fees, filing fees and cost of third party title examination). If an 

acquisition of Interests includes Interests in lands both within the AMI as well as outside the AMI, the 

acquisition will be considered to be entirely within the AMI. If two or more Interests are included in a 

single notice, the non-acquiring Party will have the right to make separate elections as to each of the 

acquired Interests. Notwithstanding the foregoing, EnCana will not offer any Interests until the end of 

the Evaluation Period, if Approach has not submitted a Withdrawal Notice, EnCana will offer to 

Approach all Interests acquired in the AMI prior to the date of such offering. 

(c) An offer made pursuant to this AMI must be in writing and include sufficient information for the non-

acquiring Party to reasonably evaluate the offer, including a complete description of the acquired 

Interest and information specifying the number of gross and net lease acres, existing overriding royalties 

or other burdens affecting the Interest, the purchase price and the terms of the acquisition, as well as 

the actual acquisition costs, the obligations required to earn such interest, including bonus 

considerations or equivalent if other than cash, broker's fees, recording fees, and rentals, and any other 

information the acquiring Party deems relevant to the acquisition of the Interest. The offer should be 

made in the manner for giving any other notices under this Agreement. The Party receiving the offer 

ƐŚĂůů�ŚĂǀĞ�ϯϬ�ĚĂǇƐ�;ƚŚĞ�Η�ĐĐĞƉƚĂŶĐĞ�WĞƌŝŽĚΗͿ�ĨŽůůŽǁŝŶŐ�ƌĞĐĞŝƉƚ�ŽĨ�ƐƵĐŚ�ŶŽƟĐĞ�ŝŶ�ǁŚŝĐŚ�ƚŽ�ĞůĞĐƚ�ƚŽ�

participate in the acquisition and to submit payment for its share. 

(d) If the non-acquiring Party elects to participate, the acquiring Party shall assign the applicable 

percentage interest in the Interest to the non-ĂĐƋƵŝƌŝŶŐ�WĂƌƚǇ�ǁŝƚŚŝŶ�ƚĞŶ�;ϭϬͿ�ďƵƐŝŶĞƐƐ�ĚĂǇƐ�ŽĨ�ƌĞĐĞŝǀŝŶŐ�

the non-acquiring Party's payment, free and clear of any burdens other than those arising under the 

terms and provisions of the applicable agreements and instruments giving rise to the Interest and any 

intervening transfers thereof up to the time of acquisition by the acquiring Party. Any Interest in which 

both Parties participate shall be subject to the provisions of this Agreement and the JOA. Failure of the 

non-acquiring Party to (i) respond in writing to an acquisition notice within the Acceptance Period, or (ii) 

pay for its share of costs within the Acceptance Period will be deemed an election not to acquire a share 

of the Interest. 
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(e) If an Interest is to be earned by drilling wells or shooting seismic, the non-acquiring Party must ratify 

all appropriate agreements within the Acceptance Period and agree to participate in and pay for such 

required operations. If the non-acquiring Party turns down any Interest or fails to pay for its share of 



such Interest, the acquiring Party shall hold such interest free and clear of any further obligations under 

this Agreement and the JOA. 

(f) Notwithstanding anything herein to the contrary, the provisions set forth in this Article will not apply 

to any acquisitions which (i) result from a merger, consolidation, reorganization with, by, or between a 

Party and another party, or (ii) result from a merger or acquisition of the stock of another company or all 

of an entity or partnership or an acquisition of all or substantially all of the assets of an entity by the 

acquiring Party, whether by cash, like-kind exchange, stock purchase or otherwise. 

ARTICLE VIII 

DEFAULTS AND REMEDIES 

ϴ͘Ϭϭ�    Defaults. 

(a) It will be a default under this Agreement (a "Default") if Approach: 

(i) fails to pay, when due, any of the costs and expenses of the Commitment Wells; 

(ii) allows a lien to placed against any of the Leases; 

(iii) fails to Complete a Commitment Well, unless the Parties have agreed to the plugging and 

abandonment of such Commitment Well; 

(iv) fails or refuses to timely cause the drilling of a Commitment Well in accordance with the provisions 

ŽĨ�^ĞĐƟŽŶ�ϰ͘Ϭϰ͖͘�Žƌ 

;ǀͿ�ĨĂŝůƐ�ƚŽ�ĐĂƵƐĞ�ƚŚĞ�>ĞƩĞƌ�ŽĨ��ƌĞĚŝƚ�ƚŽ�ďĞ�ŵĂŝŶƚĂŝŶĞĚ�ŝŶ�ĂĐĐŽƌĚĂŶĐĞ�ǁŝƚŚ�ƚŚĞ�ƉƌŽǀŝƐŝŽŶƐ�ŽĨ�^ĞĐƟŽŶ�Ϯ͘Ϭϯ͘ 

(b) Approach may cure a Default if Approach, after receiving written notice from EnCana demanding 

ĐƵƌĞ�ŽĨ�ƐƵĐŚ��ĞĨĂƵůƚ͕�;ŝͿ�ĐƵƌĞƐ�ƚŚĞ��ĞĨĂƵůƚ�ǁŝƚŚŝŶ�ϯϬ�ĚĂǇƐ͖�Žƌ�;ŝŝͿ�ŝĨ�ƚŚĞ�ĐƵƌĞ�ƌĞƋƵŝƌĞƐ�ŵŽƌĞ�ƚŚĂŶ�ϯϬ�ĚĂǇƐ͕�

immediately initiates steps which EnCana deems in its reasonable judgment to be sufficient to cure the 

Default and thereafter continues and completes all reasonable steps sufficient to produce compliance as 

soon as reasonably practicable. If Approach fails to cure a Default within the applicable grace period set 

forth above, this Agreement will terminate in its entirety and: 

   (i)     Approach will have no further right to earn any Leases, other than Leases 

included in Drilling Units, the Earning Event with respect to which occurred prior to the termination 

ƵŶĚĞƌ�ƚŚŝƐ�^ĞĐƟŽŶ�ϴ͘Ϭϭ͖�ĂŶĚ 
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;ŝŝͿ��ƉƉƌŽĂĐŚ�ǁŝůů�ŽǁĞ��Ŷ�ĂŶĂ�Ψϭ͕ϬϬϬ͕ϬϬϬ͘ϬϬ�ƉĞƌ�Initial Commitment Well not yet drilled and Completed 

as of the date of termination (the "Early Termination Fee"), if this Agreement terminates prior to the 

completion of the third Initial Commitment Well, which amount may be drawn from the remaining 

balance of the Letter of Credit. 

     THE PARTIES HEREBY ACKNOWLEDGE THAT THE EXTENT OF DAMAGES TO ENCANA OCCASIONED BY 

THE FAILURE OF APPROACH TO DRILL ALL OF THE INITIAL COMMITMENT WELLS WOULD BE IMPOSSIBLE 

OR EXTREMELY DIFFICULT TO ASCERTAIN AND THAT THE AMOUNT OF THE EARLY TERMINATION FEE IS 

A FAIR AND REASONABLE ESTIMATE OF SUCH DAMAGES UNDER THE CIRCUMSTANCES AND DOES NOT 

CONSTITUTE A PENALTY AND ENCANA AGREES THAT THE EARLY TERMINATION FEE IS ITS SOLE AND 

EXCLUSIVE REMEDY AGAINST APPROACH THEREFOR. 

ϴ͘ϬϮ�Kther Defaults. In the event of a Default or any other breach of this Agreement by either Party, the 

non-breaching Party may pursue dispute resolution as set forth in Article X. 

ϴ͘Ϭϯ�'ĞŶĞƌĂů�^ƵƌǀŝǀĂů͘�dŚĞ�ƚĞƌŵŝŶĂƟŽŶ�ŽĨ�ƚŚŝƐ��ŐƌĞĞŵĞŶƚ�ƐŚĂůů�ŶŽƚ�ƌĞůŝĞǀĞ�ĂŶǇ�Party from any expense, 

liability, or other obligation, or any remedy which has accrued or attached or which is related to or 

attributable to the period prior to such termination. 

ARTICLE IX 

REPRESENTATIONS AND WARRANTIES 

ϵ͘Ϭϭ�DƵƚƵĂů�ZĞƉƌĞƐĞŶƚĂƟŽŶƐ͘��ĂĐŚ�Party, with respect to itself only, hereby represents and warrants to 

the other Party the following: 

(a) it is duly organized, validly existing and in good standing under the applicable laws of its state of 

incorporation or formation, and is qualified to do business and is in good standing in the State of Texas 

and in every other jurisdiction where the failure to so qualify would have a material adverse effect on its 

ability to execute, deliver and perform this Agreement and the other agreements contemplated herein; 

(b) it has all requisite power and authority to (i) own, lease or operate its assets and properties and to 

carry on the business as now conducted, and (ii) enter into and perform its obligations under this 

Agreement and to carry out the transactions contemplated hereby; 

(c) it has taken (or caused to be taken) all acts and other proceedings required to be taken by such Party 

to authorize the execution, delivery and performance by such Party of this Agreement and the other 

agreements contemplated herein. This Agreement has been duly executed and delivered by 
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such Party and constitutes the valid and binding obligation of such Party, enforceable against such Party 

in accordance with its terms, except as enforceability may be limited by applicable bankruptcy, 

moratorium, reorganization or similar laws affecting the rights of creditors generally and by principles of 

equity, whether considered in a proceeding at law or in equity; 

(d) there are no actions, suits or proceedings pending or, to such Party's knowledge, threatened against 

such Party which if decided unfavorably to such Party could have a material adverse effect on the ability 

of such Party to execute, deliver or perform this Agreement or the other agreements contemplated 

herein or have a material adverse effect on the Properties; 

(e) it has not incurred any obligation or liability, contingent or otherwise, for any fee payable to a broker 

or finder with respect to the matters provided for in this Agreement or the other agreements 

contemplated herein which could be attributable to or charged to any other Party. Each Party shall 

indemnify, defend and hold harmless the other Party from any claims, damages, liabilities, costs and 

expenses, including reasonable attorney's fees in the event the prior sentence should be or become 

untrue as to such Party; and 

(f) it is not a "consumer" within the meaning of such term in the Texas Deceptive Trade Practices 

Consumer Protection Act, by virtue of being a corporation which seeks or acquires by purchase or lease, 

ŐŽŽĚƐ�ĨŽƌ�ĐŽŵŵĞƌĐŝĂů�Žƌ�ďƵƐŝŶĞƐƐ�ƵƐĞ�ĂŶĚ�ǁŚŝĐŚ�ŚĂƐ�ĂƐƐĞƚƐ�ŽĨ�ΨϮϱ�ŵŝůůŝŽŶ�Žƌ�ŵŽƌĞ͕�Žƌ�ŝƐ�ŽǁŶĞĚ�Žƌ�

ĐŽŶƚƌŽůůĞĚ�ďǇ�Ă�ĐŽƌƉŽƌĂƟŽŶ�Žƌ�ĞŶƟƚǇ�ǁŝƚŚ�ĂƐƐĞƚƐ�ŽĨ�ΨϮϱ�ŵŝůůŝŽŶ�Žƌ�ŵŽƌĞ͘ 

ϵ͘ϬϮ��ƉƉƌŽĂĐŚ�ZĞƉƌĞƐĞŶƚĂƟŽŶƐ͘��ƉƉƌŽĂĐŚ�ƌĞƉƌĞƐĞŶƚƐ�ĂŶĚ�ǁĂƌƌĂŶƚƐ�ƚŽ��Ŷ�ĂŶĂ�ƚŚĂƚ it has, as of the 

Effective Date, unencumbered assets or the unconditional right to funds in an amount sufficient to 

satisfy its obligations under this Agreement. 

ϵ͘Ϭϯ�EŽ�KƚŚĞƌ�ZĞƉƌĞƐĞŶƚĂƟŽŶƐ͘�KƚŚĞƌ�ƚŚĂŶ�ƚŚĞ�ƌĞƉƌĞƐĞŶƚĂƟŽŶƐ�ĂŶĚ�ǁĂƌƌĂŶƟĞƐ�ĞǆƉƌĞƐƐůǇ�ƐĞƚ�Ĩorth in 

this Agreement and the Assignment, neither Party makes any representations or warranties to the other 

concerning the subject matter of this Agreement. 

ARTICLE X 

DISPUTE RESOLUTION 

ϭϬ͘Ϭϭ��ŝƐƉƵƚĞƐ͘��ŶǇ�ĚŝƐƉƵƚĞ�ƵŶĚĞƌ�ƚŚŝƐ��ŐƌĞĞŵĞŶƚ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ƚo the dispute resolution 

procedures of this Article X and the resolution will be final and binding upon the Parties. Any dispute 

may be submitted to these procedures upon the written request of the Party seeking resolution. 

ϭϬ͘ϬϮ��ƌďŝƚƌĂƟŽŶ�WĂŶĞů͘�dŚĞ�Ăƌďitration panel must consist of two members who are familiar by training 

and experience with the operation of oil and gas wells and business and land title issues common in the 

oil and gas industry (individually, a "Layman," collectively, the "Laymen"). The third member must be an 

attorney 
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whose practice deals with oil and gas issues (whether from a regulatory, operational or business 

perspective). Each Party will choose one Layman, and the Laymen will choose the attorney member of 

the panel. 

ϭϬ͘Ϭϯ�    Submission to Arbitration. 

(a) Either Party may request arbitration by submitting a written request to the other Party. The written 

request for arbitration must include the requesting Party's choice of a Layman to serve as arbitrator. 

(b) The Party receivŝŶŐ�ƚŚĞ�ŶŽƟĐĞ�ŵƵƐƚ�ƌĞƐƉŽŶĚ�ƚŽ�ƚŚĞ�ƌĞƋƵĞƐƟŶŐ�WĂƌƚǇ�ǁŝƚŚŝŶ�ϭϱ�ĚĂǇƐ�ŽĨ�ƚŚĞ�ƌĞĐĞŝƉƚ�ŽĨ�

the notice. The response must include its own choice of a Layman to serve as arbitrator. 

;ĐͿ�dŚĞ�ƚǁŽ�>ĂǇŵĞŶ�ŵƵƐƚ�ŵĞĞƚ�ǁŝƚŚŝŶ�ϭϱ�ĚĂǇƐ�ŽĨ�ƚŚĞ�ĚĂƚĞ�ŽĨ�ƚŚĞ�ƌĞƐƉŽŶƐĞ�ůĞƩĞƌ�ƚŽ�choose an attorney 

to serve as the third arbitrator. The two Laymen must use reasonable efforts to choose a third arbitrator 

ǁŚŽ�ǁŝůů�ďĞ�ŝŵƉĂƌƟĂů�ĂŶĚ�ŝŶĚĞƉĞŶĚĞŶƚ�ŽĨ�ƚŚĞ�WĂƌƟĞƐ͘�dŚĞ�ĂƌďŝƚƌĂƟŽŶ�ǁŝůů�ĐŽŵŵĞŶĐĞ�ǁŝƚŚŝŶ�ϯϬ�ĚĂǇƐ�

after the third member of the arbitration panel is selected. 

(d) If the responding Party fails or refuses to appoint an arbitrator, or the Laymen are unable to agree 

upon a third arbitrator, either Party may request the Chief U.S. District Court Judge for the Northern 

District of Texas or such other person designated by such judge to select an arbitrator as soon as 

possible. 

(e) Any arbitration hearing, if one is desired by the arbitration panel, must be held at a place acceptable 

to the arbitration panel. The arbitration panel may elect to conduct the proceeding by written 

submissions from the Parties with exhibits, including interrogatories, supplemented with appearances 

by the Parties as the arbitration panel may desire. The arbitration proceeding, subject only to the terms 

hereof, should be conducted informally and expeditiously and in such a manner as to result in a good 

faith resolution as soon as reasonably possible under the circumstances. 

(f) The award, and any other decision by the arbitration panel, must be by majority vote of the 

arbitrators. The decision of the arbitration panel with respect to any disputed matters submitted to the 

arbitration panel will be reduced to writing, signed by each arbitrator and binding on the parties. 

Judgment upon the award(s) rendered by the arbitration panel may be entered and execution had in 

any court of competent jurisdiction, or application may be made to such court for a judicial acceptance 

of the award and an order of enforcement. 

(g) Each Party will bear their own legal fees and other costs incurred in presenting their respective cases, 

and the fees and expenses of the arbitrator appointed by that Party. The charges and expenses of the 

third arbitrator will be shared equally by the Parties. 

ϭϬ͘Ϭϰ�    Procedure. 
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(a) In fulfilling its duties hereunder, the arbitration panel may consult with and engage disinterested 

third parties to advise the arbitration panel including, without limitation, engineers, attorneys, 

accountants and consultants, and the fees and expenses of such third parties will be considered to be 

charges and expenses of the arbitration panel. 

(b) The arbitration panel may not award punitive, consequential, special or incidental damages. 

ϭϬ͘Ϭϱ�ZĞƉůĂĐĞŵĞŶƚ��ƌďŝƚƌĂƚŽƌ͘��ŶǇ�ƌĞƉůĂĐĞŵĞŶƚ�ĂƌďŝƚƌĂƚŽƌ͕�ƐŚŽƵůĚ�ŽŶĞ�ďĞĐŽŵĞ�ŶĞĐĞƐƐĂƌǇ͕�ǁŝll be 

selected in the same manner as the original arbitrators were selected. 

ϭϬ͘Ϭϲ��ǆĐůƵƐŝǀŝƚǇ͘�EŽ�ůĂǁƐƵŝƚ�ďĂƐĞĚ�ŽŶ�Ă�ĚŝƐƉƵƚĞ�ƵŶĚĞƌ�ƚŚŝƐ��ŐƌĞĞŵĞŶƚ�ŵĂǇ�ďĞ�ŝŶƐƟƚƵƚĞĚ�ďǇ�ĞŝƚŚĞƌ�WĂƌƚǇ͕�

other than to compel arbitration proceedings or enforce the award of the arbitration panel. 

ϭϬ͘Ϭϳ�WƌŝǀŝůĞŐĞƐ͘��ůů�ƉƌŝǀŝůĞŐĞƐ�ƵŶĚĞƌ�dĞǆĂƐ�ĂŶĚ�ĨĞĚĞƌĂů�ůĂǁ͕�ŝŶĐůƵĚŝŶŐ�ĂƩŽƌŶĞǇ-client and work-product 

privileges, will be preserved and protected to the same extent that such privileges would be protected in 

a federal or state court proceeding applying Texas or federal law, as the case may be. 

ARTICLE XI 

MISCELLANEOUS 

ϭϭ͘Ϭϭ�&ŽƌĐĞ�DĂũĞƵƌĞ͘�/Ĩ�ĂŶǇ�WĂƌƚǇ�ŝƐ�ƌĞŶĚĞƌĞĚ�ƵŶĂďůĞ͕�ǁŚŽůůǇ�Žƌ�ŝŶ�ƉĂƌƚ�ďǇ�ĨŽƌĐĞ�ŵĂũĞƵƌĞ͕�ƚŽ�ĐĂƌƌǇ�ŽƵƚ�ŝƚƐ�

obligations under this Agreement, other than any obligation to make any money payments (which 

obligation will never be extended due to force majeure), such Party must give to the other Party prompt 

written notice of the force majeure, with reasonably full particulars, and thereupon the obligations of 

the Party giving the notice, so far as they are affected by the act of force majeure, will be suspended, 

and the running of all time periods within which certain actions must be completed will be tolled, 

during, but not longer, than the continuance of the force majeure, plus such reasonable further period 

of time, if any, required to resume the suspended operation. The affected Party must use all reasonable 

diligence to remove the force majeure situation as quickly as practicable; provided, that it will not be 

required to settle strikes, lockouts or other labor difficulty contrary to its wishes. All such difficulties are 

to be handled entirely within the discretion of the Party concerned. "Force majeure" means an act of 

nature, strike, lock-out or other industrial disturbance, act of the public enemy, war, blockade, public 

riot, lightning, fire, storm, flood or other adverse weather condition, explosion, inability to obtain 

surface access, governmental action, governmental inaction, restraint or delay, or any other cause, 

whether of the kind specifically enumerated above or otherwise, which is not reasonably within the 

control of the Party claiming force majeure, but not the unavailability of drilling rigs or equipment. 
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ϭϭ͘ϬϮ�DŽŶĞƚĂƌǇ��ŵŽƵŶƚƐ͘��ůů�ŵŽŶĞƚĂƌǇ�ĂŵŽƵŶƚƐ�ƐƚĂƚĞĚ�in this Agreement are cited in, and must be paid 

in, United States dollars. 

ϭϭ͘Ϭϯ�&ƵƌƚŚĞƌ��ƐƐƵƌĂŶĐĞƐ͘��Ɛ�ŶĞĐĞƐƐĂƌǇ͕�ƚŚĞ�WĂƌƟĞƐ�ƐŚĂůů�ĞǆĞĐƵƚĞ�ĂŶǇ�ŽƚŚĞƌ�ĚŽĐƵŵĞŶƚƐ�ŝŶĐůƵĚŝŶŐ͕�ďƵƚ�

not limited to, any documents, forms, etc. required by any governmental organization or authority, and 

take such other action necessary to effectuate the terms and provisions of this Agreement and/or the 

JOA, whichever is applicable including, but not limited to, designation of operator forms and other 

similar matters. 

ϭϭ͘Ϭϰ�dĂǆ�WĂƌƚnership. The rights, duties, obligations and liabilities of the Parties shall be several, not 

joint or collective. It is not the purpose or intention to create any mining partnership, joint venture, 

general partnership or other partnership relation and none shall be inferred. Notwithstanding the 

foregoing, the Parties agree that the undertakings herein will be treated as a partnership for purposes of 

federal income taxation. Therefore, the Parties agree to be governed, for federal income tax purposes 

only, by the tax partnership provisions attached hereto as Exhibit I. For every purpose other than the 

above described income tax purposes, however, and notwithstanding any other provision of this 

Agreement to the contrary, the parties understand and agree that their relationship hereunder is not 

one of partnership, association, trust, joint venture, mining partnership or entity of any kind. 

ϭϭ͘Ϭϱ�WƌĞƐƐ�ZĞůĞĂƐĞƐ͘���WĂƌƚǇ�ƚŽ�ƚŚŝƐ��ŐƌĞĞŵĞŶƚ�ƐŚĂůů�ŶŽƚ�ŝƐƐƵĞ�ĂŶǇ�ŵĞĚŝĂ�ƌĞůĞĂƐĞ�Žƌ�ŵĂŬĞ�Ă�ƉƵďůŝĐ�

announcement regarding the existence of this Agreement without the prior written approval of the 

other Party, which approval shall not be unreasonably withheld; provided, however, that any Party may 

make any public disclosure it believes in good faith is required by applicable law or any listing or trading 

agreement concerning its publicly traded securities or securities for which it has filed a registration 

statement with the Securities and Exchange Commission (in which case the disclosing Party agrees to 

use its reasonable efforts to advise and obtain the consent of the other Party prior to making the 

disclosure). 

ϭϭ͘Ϭϲ�dĂǆĞƐ�ĂŶĚ�ZĞĐŽƌĚŝŶŐ�&ĞĞƐ͘��ŶǇ�ƐĂůĞƐ�ƚĂǆĞƐ͕�ƚƌĂŶƐĨĞƌ�ƚĂǆĞƐ͕�ĚŽĐƵŵĞŶƚĂƌǇ�ƚĂǆĞƐ�ĂŶĚ�ƌĞĐŽƌĚŝŶŐ�ĨĞĞƐ�

relating to an assignment hereunder shall be paid by the assignee. Subject to the terms of any JOA, each 

Party shall be responsible for its own local, state and federal income tax reporting, recognition of gain or 

loss, if any, and the taxes, if any, payable with respect to the transaction. All taxes, including Ad Valorem 

taxes, imposed with respect to periods or portions of periods prior to the date of this Agreement shall 

be the burden of EnCana and all such taxes imposed with respect to periods or portions of periods after 

the Effective Date shall be the burden of EnCana and Approach in proportion to their interests. Any 

Party which pays any such taxes which are the responsibility of the other Party shall be entitled to 

prompt reimbursement upon evidence of such payment. EnCana shall be entitled to all refunds or 

rebates of taxes paid pertaining to those taxable periods ending on or prior to the Effective Date. 
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ϭϭ͘Ϭϳ�'ŽǀĞƌŶŝŶŐ�>Ăǁ͘�dŚŝƐ��ŐƌĞĞŵĞŶƚ�ƐŚĂůů�ďĞ�ŐŽǀĞƌŶĞĚ͕�ĐŽŶƐƚƌƵĞĚ͕�ĂŶĚ�ĞŶĨŽƌĐĞĚ�ŝŶ�Ăůů�ƌĞƐƉĞĐƚƐ͕�

including validity, interpretation, and effect, according to the laws of the State of Texas, excluding any 

conflicts of law rule or principle that might apply the law of another jurisdiction . 

ϭϭ͘Ϭϴ�tĂŝǀĞƌ�ŽĨ��ŽŶƐĞƋƵĞŶƟĂů��ĂŵĂŐĞƐ͘�EKdt/d,^d�E�/E'��Ezd,/E'�dK�d,���KEdZ�Zz�/E�d,/^�

AGREEMENT, THE PARTIES EXPRESSLY AGREE THAT NO PARTY SHALL BE LIABLE FOR ANY EXEMPLARY, 

PUNITIVE, SPECIAL, INDIRECT, CONSEQUENTIAL, REMOTE, OR SPECULATIVE DAMAGES SUFFERED BY 

THE OTHER PARTY IN CONNECTION WITH THIS AGREEMENT. 

ϭϭ͘Ϭϵ�/ŶŚĞƌĞŶƚ�ZŝƐŬ͘��ĂĐŚ�WĂƌƚǇ�ŚĞƌĞďǇ�ĂĐŬŶŽǁůĞĚŐĞƐ�ŝƚƐ�ƵŶĚĞƌƐƚĂŶding and acceptance of the inherent 

risks associated with the exploration for oil and gas. 

ϭϭ͘ϭϬ��ŽŶĮĚĞŶƟĂůŝƚǇ͘��ǆĐĞƉƚ�ĂƐ�ĞǆƉƌĞƐƐůǇ�ƐĞƚ�ĨŽƌƚŚ�ŚĞƌĞŝŶ�ĂŶĚ�ĞǆĐĞƉƚ�ĂƐ�ƌĞƋƵŝƌĞĚ�ďǇ�ĂƉƉůŝĐĂďůĞ�ůĂǁƐ�Žƌ�

rules and regulations of any administrative or governmental agency or entity, the Parties hereto 

acknowledge and agree that this Agreement, their negotiations in connection herewith and all 

information obtained by or provided to any of them in connection with the matters contemplated 

herein or as it relates to the Properties will be maintained as confidential, except for disclosures to 

representatives of the Parties, their respective legal and financial advisors, and as otherwise consented 

to by the Parties, such consent not to be unreasonably withheld. 

ϭϭ͘ϭϭ�    Notices. 

(a) All notices required or permitted under this Agreement shall be in writing and delivered in person, by 

overnight courier, by certified or registered mail return receipt requested, by facsimile, or by electronic 

transmission, delivered or addressed to the persons and at the addresses as provided below. A notice 

shall be deemed given when received by the Party to whom it is directed. When a response to the other 

Party is required, each Party's response shall be in writing to the other Party. 

(b) A notice is deemed to have been received as follows: 

   (i)     if a notice is delivered in person, upon receipt as indicated by the date on the 

signed receipt; 

  

   (ii)     ŝĨ�Ă�ŶŽƟĐĞ�ŝƐ�ƐĞŶƚ�ďǇ�ZĞŐŝƐƚĞƌĞĚ�Žƌ��ĞƌƟĮĞĚ�DĂŝů͕�ƵƉŽŶ�ƚŚĞ�ĞĂƌůŝĞƌ�ŽĨ�;ϭͿ�ƌĞĐĞŝƉt 

ĂƐ�ŝŶĚŝĐĂƚĞĚ�ďǇ�ƚŚĞ�ĚĂƚĞ�ŽŶ�ƚŚĞ�ƐŝŐŶĞĚ�ƌĞĐĞŝƉƚ�Žƌ�;ϮͿ�ĮǀĞ�ĚĂǇƐ�ĂŌĞƌ�ƐƵĐŚ�ŶŽƟĐĞ�ŝƐ�ĚĞƉŽƐŝƚĞĚ�ŝŶ�ƚŚĞ�ŵĂŝů͖ 

  

   (iii)     if a notice is sent by nationally recognized overnight courier, upon receipt as 

indicated by the date on the signed receipt; 
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   (iv)     if a notice is sent by facsimile, upon receipt by the party giving or making such 

notice of an acknowledgment or transmission report generated by the machine from which the facsimile 

was sent indicating that the facsimile was sent in its entirety to the addressee's facsimile number; 

  

   (v)     if a notice involving an item that causes a response period or other time period 

set forth in this Agreement (a "time-sensitive matter") to commence is sent by electronic transmission, 

upon the notifying party's receipt of a response from the addressee by electronic transmission or other 

written or facsimile recognition of receipt of such electronic transmission; 

  

   (vi)     if a notice involving an item other than a time-sensitive matter is sent by 

eleĐƚƌŽŶŝĐ�ƚƌĂŶƐŵŝƐƐŝŽŶ͕�ǁŚĞŶ�ƚƌĂŶƐŵŝƩĞĚ�ŝĨ�ƚƌĂŶƐŵŝƩĞĚ�ƉƌŝŽƌ�ƚŽ�ϵ͗ϬϬ�Ă͘ŵ͘�ŽŶ�Ă�ďƵƐŝŶĞƐƐ�ĚĂǇ͕�ĂŶĚ�

otherwise on the next business day following transmission; and 

  

   (vii)     if the addressee rejects or otherwise refuses to accept a notice, or if the notice 

cannot be delivered because of a change in address for which no notice was given to the Party 

attempting to give or make such notice, then upon the rejection, refusal, or inability to deliver. 

(c) Notwithstanding the foregoing subsections (i) through (vii) above, except as expressly provided to 

ƚŚĞ�ĐŽŶƚƌĂƌǇ�ŝŶ�ƐƵďƐĞĐƟŽŶ�;ǀŝͿ�ĂďŽǀĞ͕�ŝĨ�Ă�ŶŽƟĐĞ�ŝƐ�ƌĞĐĞŝǀĞĚ�ĂŌĞƌ�ϱ͗ϬϬ�W͘D͘�ŽŶ�Ă�ďƵƐŝŶĞƐƐ�ĚĂǇ�ǁŚĞƌĞ�ƚŚĞ�

addressee is located, or on a day that is not a business day where the addressee is located, such notice is 

ĚĞĞŵĞĚ�ƌĞĐĞŝǀĞĚ�Ăƚ�ϵ͗ϬϬ��͘D͘�ŽŶ�ƚŚĞ�ŶĞǆƚ�ďƵƐŝŶĞƐƐ�ĚĂǇ�ǁŚĞƌĞ�ƚŚĞ�ĂĚĚƌĞƐƐĞĞ�ŝƐ�ůŽĐĂƚĞĚ͘ 

ADDRESSES 

Approach Oil & Gas Inc. 

ϲϯϬϬ�ZŝĚŐůĞĂ�WůĂĐĞ͕�^ƵŝƚĞ�ϭϭϬϳ 

&Žƌƚ�tŽƌƚŚ͕�dy�ϳϲϭϭϲ-ϱϳϯϳ 

dĞůĞƉŚŽŶĞ͗�ϴϭϳ-ϵϴϵ-ϵϬϬϬ 

&Ăǆ͗�ϴϭϳ-ϵϴϵ-ϵϬϬϭ 

ENCANA OIL & GAS (USA) INC. 



ϭϰϬϬϭ�E͘��ĂůůĂƐ�WĂƌŬǁĂǇ͕�^ƵŝƚĞϭϬϬϬ 

�ĂůůĂƐ͕�dĞǆĂƐ�ϳϱϮϰϬ 

dĞůĞƉŚŽŶĞ͗�Ϯϭϰ-ϵϴϳ-ϳϭϱϲ 

&Ăǆ͗�Ϯϭϰ-ϲϵϭ-ϭϰϭϱ 

Attn: Team Lead/Land 
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ϭϭ͘ϭϮ�,ĞĂĚŝŶŐƐ�ĨŽƌ��ŽŶǀĞŶŝĞŶĐĞ͘��ůů�ĐĂƉƟŽŶƐ͕�ŶƵŵďĞƌŝŶŐ�ƐĞƋƵĞŶĐĞƐ͕�ĂŶĚ�ŚĞĂĚŝŶŐƐ�ƵƐĞĚ�ŝŶ�ƚŚŝƐ�

Agreement are inserted for convenience only and shall in no way define, limit or describe the scope or 

intent of this Agreement or any part thereof, nor have any legal effect other than to aid a reasonable 

interpretation of this Agreement. A reference to "Article" or "Section" is to an Article or Section of this 

Agreement. 

ϭϭ͘ϭϯ��ŵĞŶĚŵĞŶƚ͘�EŽ�ƉƌŽǀŝƐŝŽŶ�ŽĨ�ƚŚŝƐ��ŐƌĞĞŵĞŶƚ�ƐŚĂůů�ďĞ�ŵŽĚŝĮĞĚ�Žƌ�ĂŵĞŶĚĞĚ�ĞǆĐĞƉƚ�ďǇ�ƚŚĞ�ǁƌŝƩĞŶ�

agreements for the Parties. 

ϭϭ͘ϭϰ�^ĞǀĞƌĂŶĐĞ�ŽĨ�/ŶǀĂůŝĚ�WƌŽǀŝƐŝŽŶƐ͘�/Ŷ�ĐĂƐĞ�ŽĨ�Ă�ĐŽŶŇŝĐƚ�ďĞƚǁĞĞŶ�ƚŚĞ�ƉƌŽǀŝƐŝŽŶƐ�ŽĨ�ƚŚŝƐ��ŐƌĞĞŵĞŶƚ�ĂŶĚ�

the provisions of any applicable laws or regulations, the provisions of the laws or regulations shall 

govern over the provisions of this Agreement. If, for any reason and for so long as, any clause or 

provision of this Agreement is held by a court of competent jurisdiction to be illegal, invalid, 

unenforceable or unconscionable under any present or future law (or interpretation thereof), the 

remainder of this Agreement shall not be affected by such illegality or invalidity. Any such invalid 

provision shall be deemed severed from this Agreement as if this Agreement had been executed with 

the invalid provisions eliminated. The surviving provisions of this Agreement shall remain in full force 

and effect unless the removal of the invalid provisions destroys the legitimate purposes of this 

Agreement; in which event this Agreement shall no longer be of any force or effect. The Parties shall 

negotiate in good faith for any required modifications to this Agreement required as a result of this 

provision. 

ϭϭ͘ϭϱ��ŝŶĚŝŶŐ��ffect. This Agreement shall be binding upon and inure to the benefit of the Parties and 

their respective heirs, successors and assigns and shall constitute a covenant running with the 

Properties. 

ϭϭ͘ϭϲ��ŶƟƌĞ��ŐƌĞĞŵĞŶƚ͘�dŚŝƐ��ŐƌĞĞŵĞŶƚ�ĂŶĚ�ƚŚĞ�ĚŽĐƵŵĞŶƚƐ�ƌĞĨerred to herein and to be delivered 

pursuant hereto constitute the entire agreement between the parties pertaining to the subject matter 

hereof, and supersede all prior and contemporaneous agreements, understandings, negotiations and 

discussions of the parties, whether oral or written, and there are no warranties, representations or 



other agreements between the parties in connection with the subject matter hereof, except as 

specifically set forth herein or therein. 

ϭϭ͘ϭϳ��ŽƵŶƚĞƌƉĂƌƚƐ͖�&ĂĐƐŝŵŝůĞ�^ŝŐŶĂƚƵƌĞ͘�dhe Parties may execute this Agreement in any number of 

duplicate originals, each of which constitutes an original, and all of which, collectively, constitute only 

one Agreement. The Parties may execute this Agreement in counterparts, each of which constitutes an 

original, and all of which, collectively, constitute only one Agreement. Delivery of an executed 

counterpart signature page by facsimile is as effective as executing and delivering this Agreement in the 

presence of the other Party hereto. This Agreement is effective upon delivery of one executed 

counterpart from each Party 

 

ϮϬ 

  

to the other Party. In proving this Agreement, a Party must produce or account only for the executed 

counterpart of the Party to be charged. 

ϭϭ͘ϭϴ��ŝŶĚŝŶŐ�ŽŶ�^ƵĐĐĞƐƐŽƌƐ�ĂŶĚ��ssigns. This Agreement will extend to, inure to the benefit of, and be 

binding upon the Parties and each of their successors and assigns. Any Party may assign this Agreement, 

provided, however, that no such assignment will relieve the assigning Party of its obligations hereunder 

without the express written consent of the other Party. 

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF, this Agreement is executed and effective as of the date first above written. 

              

   APPROACH OIL & GAS INC. 

     

   By:    /s/ J. Ross Craft      

           J. Ross Craft     

            President     

  



   ENCANA OIL & GAS (USA) INC. 

     

   By:    /s/ Paul Sander      

            Paul Sander     

            Vice President     

  

Approach Operating executes this Agreement as of the date first above written to evidence its consent 

ƚŽ�ƚŚĞ�ƉƌŽǀŝƐŝŽŶƐ�ŽĨ�^ĞĐƟŽŶ�ϲ͘Ϭϭ͘ 

              

   APPROACH OPERATING, LLC 

     

   By:    s/ J. Ross Craft      

           J. Ross Craft     

           President     
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