o~ COMMONWEALTH OF PENNSYLVANIA SUREAL OF
P PUC PENNSYLVANIA PUBLIC UTILITY COMMISSION INVESTIGATION
A COMMONWEALTH KEYSTONE BUILDING ENFORGEMENT

400 NORTH STREET, HARRISBURG, PA 17120
February 7, 2025

Via Electronic Filing

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120

Re:  Pennsylvania Public Utility Commission,
Bureau of Investigation and Enforcement v.
Repsol Oil and Gas USA, LLC
Docket No. C-2025-

Formal Complaint

Dear Secretary Chiavetta:

Enclosed for electronic filing is the Formal Complaint of the Bureau of
Investigation and Enforcement (“I1&E”) of the Pennsylvania Public Utility Commission in
the above-referenced matter.

Copies have been served on the parties of record in accordance with the Certificate
of Service. Should you have any questions, please do not hesitate to contact me.

Sincerely,

Ev—p‘"/ ; £ ]

Lawlrlcal
Lindsay Dearing Szymanski
Prosecutor
Bureau of Investigation & Enforcement
PA Attorney ID No. 317073
(717) 787-3663
liszymansk@pa.gov

LDS/ac
Enclosures

cc:  Per Certificate of Service
Michael L. Swindler, Deputy Chief Prosecutor (via email - mswindler(@pa.gov)
Robert Horensky, Manager, Safety Division (via email - rhorensky@pa.gov)



mailto:liszymansk@pa.gov
mailto:mswindler@pa.gov
mailto:rhorensky@pa.gov

NOTICE

A. You must file an Answer within 20 days of the date of service of this Complaint.
The date of service is the date as indicated at the top of the Secretarial Letter. See 52 Pa. Code
§1.56(a). The Answer must raise all factual and legal arguments that you wish to claim in your
defense, include the docket number of this Complaint, and be verified. The Answer must be
submitted by efiling with the Secretary of the Commission by opening an efiling account through
the Commission’s website and accepting eservice at http://www.puc.state.pa.us/efiling/default.aspx.
If your filing contains confidential material, you are required to file by overnight delivery to ensure
the timely filing of your submission to:

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120

If your Answer is 250 pages or less, you are not required to file a paper copy. If your Answer
exceeds 250 pages, you must file a paper copy with the Secretary’s Bureau.

In addition to filing your Answer with the Commission Secretary, please serve a copy on:

Lindsay Dearing Szymanski, Prosecutor
Pennsylvania Public Utility Commission
Bureau of Investigation and Enforcement
liszymansk@pa.gov

B. Ifyou fail to answer this Complaint within 20 days, the Bureau of Investigation and
Enforcement will request that the Commission issue an Order imposing the requested relief.

C. You may elect not to contest this Complaint by paying the civil penalty, if any, and
performing the requested relief within 20 days. Send only a certified check or money order made
payable to the “Commonwealth of Pennsylvania,” with the docket number indicated, and mail to:

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120

D. Ifyou file an Answer which either admits or fails to deny the allegations of the
Complaint, the Bureau of Investigation and Enforcement will request that the Commission issue
an Order imposing the requested relief set forth in this Complaint.

E. Ifyou file an Answer which contests the Complaint, the matter will be assigned to an
Administrative Law Judge for hearing and decision. The Judge is not bound by the penalty set
forth in the Complaint and may impose additional and/or alternative penalties as appropriate.

F. Ifyou are a corporation, you must be represented by legal counsel. 52 Pa. Code § 1.21.

G. Alternative formats of this material are available for persons with disabilities by
contacting the Commission’s ADA Coordinator at 717-787-8714.
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission,
Bureau of Investigation and Enforcement

V. : Docket No. C-2025-

Repsol Oil and Gas USA, LLC

FORMAL COMPLAINT

NOW COMES the Bureau of Investigation and Enforcement (“I&E”) of the
Pennsylvania Public Utility Commission by its prosecuting attorneys, pursuant to Section
2307(b) of Act 13 of 2012, the Unconventional Gas Well Impact Fee Act (“Act 13” or
“Act”), 58 Pa.C.S. §§ 2301-2318, and files this Formal Complaint and Notice of Amount
Due (“Complaint”) against Repsol Oil and Gas USA, LLC (“Repsol” or “Respondent”)
alleging violations of Act 13 related to the 2021 calendar year. In support of its
Complaint, I&E respectfully represents the following:

I. COMMISSION JURISDICTION AND AUTHORITY

1. The Pennsylvania Public Utility Commission (“Commission” or “PUC”),
with a mailing address of Commonwealth Keystone Building, 400 North Street,
Harrisburg, PA 17120, is a duly constituted agency of the Commonwealth of
Pennsylvania empowered to make all inquiries and determinations necessary to calculate
and collect the fee, administrative charges and assessments imposed under Act 13,

including, if applicable, interest and penalties.



2. Complainant is the Commission’s Bureau of Investigation and
Enforcement, which is the bureau established to take enforcement actions against
public utilities and other entities subject to the Commission’s jurisdiction pursuant to
66 Pa.C.S. § 308.2(a)(11). See also Implementation of Act 129 of 2008, Organization
of Bureaus and Olffices, Docket No. M-2008-2071852 (Order entered August 11,
2011) (delegating authority to initiate proceedings that are prosecutory in nature to
I&E).

3. Complainant is represented by:

Lindsay Dearing Szymanski

Prosecutor

Pennsylvania Public Utility Commission
Bureau of Investigation and Enforcement
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120
liszymansk@pa.gov

(717) 787-3663

Michael L. Swindler

Deputy Chief Prosecutor

Pennsylvania Public Utility Commission
Bureau of Investigation and Enforcement
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120
mswindler@pa.gov

4. Respondent is Repsol Oil & Gas USA, LLC, an unconventional gas well
producer, as defined in Section 2301 of Act 13, 58 Pa.C.S. § 2301, with a main mailing

address of 337 Daniel Zenker Drive, Horseheads, NY 14845.
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5. Pursuant to the provisions of the applicable Commonwealth statutes and
regulations, the Commission has jurisdiction over the subject matter of this Complaint
and the actions of Respondent related thereto.

II. FACTUAL BACKGROUND

6. Chapter 23 of Act 13 authorizes the Commission to collect, administer and
distribute fees collected from unconventional gas well producers. !

7. A “producer” is defined as, “[a] person or its subsidiary, affiliate or holding
company that holds a permit or other authorization to engage in the business of severing
natural gas for sale, profit or commercial use from an unconventional gas well in this
Commonwealth . ...” 58 Pa.C.S. § 2301 (emphasis added).

8. Act 13 also authorizes the Commission to impose an annual administrative
charge, not to exceed $50 per spud unconventional gas well, to cover the actual costs
incurred to enforce the requirements of Act 13. 58 Pa.C.S. § 2303(c)(1).2

0. These administrative charges, also known as spud fees, must be paid to the
Commission with impact fees by April 1 of each year. 58 Pa.C.S. § 2303(c)(1).

10.  Here, impact fees imposed under Act 13 were due by April 1, 2022, for

wells spud?® during the 2021 calendar year. 58 Pa.C.S. § 2303(a).

An “unconventional gas well” is a “bore hole drilled or being drilled for the purpose of or to be used for the
production of natural gas from an unconventional formation.” 58 Pa.C.S. § 2301. An “unconventional formation”
is a “geological shale formation...where natural gas generally cannot be produced at economic flow rates or in
economic volumes except by vertical or horizontal well bores stimulated by hydraulic fracture treatments or by
using multilateral well bores or other techniques to expose more of the formation to the well bore.” Id.

See also Act 13 of 2021 — Implementation of Unconventional Gas Well Impact Fee Act, Proposed Rulemaking,
Docket No. L-2013-2375551 (Order entered May 10, 2021) (Proposed Rulemaking Order).

3 “Spud” is defined as “[t]he actual start of drilling of an unconventional gas well.” 58 Pa.C.S. § 2301.

3



11.  The impact fees for the 2021 calendar year totaled $1,428,100, and the spud
fees for the 2021 calendar year totaled $3,600.

12.  The Commission has determined that the producer filing the annual
producer report by April 1 of each year (“Annual Report™) is responsible for paying the
impact fee of the previous calendar year. See Act 13 of 2012 — Implementation of
Unconventional Gas Well Impact Fee Act, Clarification Order Regarding Chapter 23,
PUC Docket No. M-2012-2288561 (Order entered December 20, 2012) (“Clarification
Order”) at 11-12.

13.  The Commission, through its Clarification Order, determined that:

58 Pa.C.S. § 2303(b) provides that the liability for fee payment
attaches to the producer who is responsible for filing the report.
To the extent a particular producer, responsible for filing the
report, acquired its interest in the well before an annual report
is filed that would have included the subject well, that producer
is required to include that well in its report and pay the fee for
that well.
Clarification Order at 12.

14. A producer is required to file an Annual Report with the Commission
listing the number of its spud unconventional gas wells subject to impact fees and
administrative charges for the previous calendar year. 58 Pa.C.S. § 2303(b). The Annual
Report for 2021 was due by April 1, 2022, and the producer responsible for filing the
2021 Annual Report by April 1, 2022 was Repsol.

15. At the outset of the 2021 calendar year, 72 unconventional gas wells were

owned and operated by Rockdale Marcellus Holdings, LLC and Rockdale Marcellus,

LLC (“Rockdale™).



16.  Additionally, for the 2021 calendar year, Rockdale held a permit issued by
the Pennsylvania Department of Environmental Protection (“DEP”) allowing it to sever
natural gas from its 72 unconventional gas wells for sale, profit, or commercial use.

17.  On or about September 1, 2021, Rockdale filed a bankruptcy petition in the
United States Bankruptcy Court for the Western District of Pennsylvania (“Bankruptcy
Court”).

18.  On or about December 29, 2021, the Bankruptcy Court granted Rockdale’s
motion for approval of bidding procedures and a purchase and sale agreement entered
into by Rockdale and Repsol whereupon Repsol would acquire all of the 72
unconventional wells, and substantially all of Rockdale’s assets. A true and correct copy
of the December 29, 2021, Sales Agreement (“Sales Agreement”) is attached and
incorporated herein as I&E Exhibit 1.

19.  On or about January 19, 2022, the sale between Rockdale and Repsol
closed and Repsol became owner and began acting as operator of the 72 unconventional
gas wells effective January 1, 2022, according to the terms of the Sales Agreement. Sales
Agreement Sections 4.3, 6.9.

20.  On or about January 24, 2022, Repsol representatives were on Site #73087,
a multi-well pad, responding to a DEP inspection related to the wells. A true and correct
copy of DEP Inspection Record No. 3314647 is attached and incorporated herein as I&E

Exhibit 2.



21.  Additionally, DEP Inspection Record No. 3314647 went on to state the

following:

A Repsol representative arrived on location and confirmed that

the release had occurred from this valve and the small hole

beneath it on the pad surface was where excavation had taken

place. The Repsol representative stated that the release

occurred while a well tender was inside the GPU so the

individual was not able to stop the release immediately.
DEP Inspection Record No. 3314647, January 24, 2022 [relating to a Repsol operator
notifying DEP that a dump line attached to a GPU (gas production unit) was releasing
liquid].

22.  On or about June 22, 2022, DEP transferred all applicable permits from
Rockdale to Repsol but backdated the effective date of the permits to February 7, 2022.

23.  DEP’s well permits authorize a person to dig or alter a well as an
“operator” or “well operator.” 58 Pa.C.S. § 3211.

24.  DEP does not issue a “producer” permit, only “operator” permits.

25.  On or about November 30, 2022, the Commission sent an Impact Fee
Statement to Repsol for the period of January 1, 2021, through December 31, 2021, in the
amount of $1,428,100. The Commission also sent a Spud Fee Statement in the amount of
$3,600 for the same time period.

26.  On or about December 9, 2022, Repsol filed an Objection to PUC’s
Imposition of Impact Fees for Rockdale Marcellus, LLC and Rockdale Marcellus

Holding, LLC’s Unconventional Gas Welling Drilling Operations in 2021 citing their

matter captioned, “In re: Rockdale Marcellus, LLC, et al,” docketed at No. 21-22080 in



the United States Bankruptcy Court for the Western District of Pennsylvania®,
disclaiming any liability for the payment of the 2021 Impact Fees. A true and correct
copy of Repsol’s December 9, 2022, Objection is attached and incorporated herein as
I&E Exhibit 3.

27.  On or about December 16, 2022, Repsol filed Amended Objections to
PUC’s Imposition of Spud Fees for Rockdale Marcellus, LLC and Rockdale Marcellus
Holding, LLC’s Unconventional Gas Welling Drilling Operations for the 2021 Calendar
Year. A true and correct copy of Repsol’s December 16, 2022, Amended Objections is
attached and incorporated herein as I&E Exhibit 4.

28.  Inthe December 16, 2022, Amended Objections, Repsol objected to the
imposition of the Impact Fees and Spud Fees related to the 2021 calendar year and
claimed that the Commission failed to provide Repsol with fair and adequate notice that it
would be liable for the 2021 spud fees. See attached I&E Exhibit 4.

29.  The Commission has established for over a decade that, “[w]hen a producer
for a particular well changes, the producer responsible for filing an Act 13 report on April
1 is responsible for paying the impact fee.” Act 13 of 2012 — Implementation of
Unconventional Gas Well Impact Fee Act, Clarification Order Regarding Chapter 23,

PUC Docket No. M-2012-2288561 (Order entered Dec. 20, 2012) at 11-12.

On April 24, 2023, per Stipulation and Agreed Order Resolving Disputes Between the Rockdale Plan
Administrator and Pennsylvania Public Utility Commission, docketed at No. 21-22080 in the United States
Bankruptcy Court for the Western District of Pennsylvania, the Rockdale Plan Administrator paid the PUC
$100,000 in full and final satisfaction of the liabilities asserted against Rockdale’s estate through the 2021
Impact and Spud Fee Invoices. Additionally, the PUC reserved any and all rights it may have against Repsol in
connection with the 2021 impact and spud fees and invoices pursuant to Act 13 associated with Repsol’s
acquisition of assets.



30. In May of 2023, Repsol filed a second amended Petition for Review with
the Commonwealth Court at Docket No. 613 M.D. 2022 seeking declaratory and
injunctive relief against the Commission. The Commission raised six preliminary
objections, the first being that Repsol had failed to exhaust all available administrative
remedies — specifically that such a fact-intensive administrative inquiry warranted the
establishment of a Commission-initiated enforcement action. By Order dated July 23,
2024, the Commonwealth Court agreed with the Commission and, in pertinent part,
sustained the Commission’s preliminary objection that Repsol failed to exhaust its
administrative remedies. That remaining administrative remedy is exhausted by the filing
of the within complaint and initiation of an enforcement proceeding.

31.  To date, Repsol has not paid the Impact Fee in the amount of $1,428,100,
or the Spud Fee in the amount of $3,600, for the period of January 1, 2021, through
December 31, 2021.

III. VIOLATIONS

32.  The foregoing paragraphs are incorporated herein.

33.  To date, Respondent has failed to comply with Act 13 in that it has not paid
the 2021 calendar year impact fees and administrative charges, known as spud fees,
imposed under the Act for its unconventional gas wells. Payment in full of the impact
fees and administrative charges for these wells in the amount of $1,428,100 and $3,600
respectively was due by April 1, 2022.

34.  If proven, this is a continuing violation of 58 Pa.C.S. § 2303(c) from April

1, 2022, until the impact fees and administrative charges are paid in full.



IV. RELIEF REQUESTED

35. Based on the foregoing allegations, the Bureau of Investigation and

Enforcement hereby requests that Respondent be directed to pay a total of $1,331,700.00.°

WHEREFORE, for all the foregoing reasons, the Bureau of Investigation and

Enforcement of the Pennsylvania Public Utility Commission respectfully requests that,

after consideration of the record, the Office of Administrative Law Judge and the

Commission find Repsol Oil and Gas USA, LLC in violation of the count set forth herein

and grant the relief specified above.

Pennsylvania Public Utility Commission
Bureau of Investigation and Enforcement
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120

(717) 787-3663

liszymansk@pa.gov

Date: February 7, 2025

Respectfully submitted,
/7
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Lindsay Dearing Szymanski
Prosecutor
PA Attorney ID No. 317073

This amount reflects the 2021 impact fees of $1,428,100 and administrative charges of $3,600, adjusted for the

$100,000 payment from the Rockdale Plan Administrator, as the Plan Administrator waived any claim to a
refund during Rockdale’s bankruptcy court proceeding. In re: Rockdale Marcellus, LLC, No. 21-22080 (Bankr.

W.D. Pa.), Dkt. 1395, 6.
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission,
Bureau of Investigation and Enforcement

V. : Docket No. C-2025-

Repsol Oil and Gas USA, LLC

VERIFICATION

I, Amy Zuvich, Chief of the Fiscal Operations Division of the Pennsylvania Public
Utility Commission’s Bureau of Administration, hereby state that the facts above set
forth are true and correct to the best of my knowledge, information, and belief and that I
expect the Bureau will be able to prove the same at any hearing held in this matter. |
understand that the statements herein are made subject to the penalties of 18 Pa.C.S. §

4904 relating to unsworn falsification to authorities.

Date: February 7, 2025 CT/)')"-",‘/}' - zu.m/(.(_
Amy Zuvich, Chief of | Fi}&al Operations
Fiscal Operations Division
Bureau of Administration
Pennsylvania Public Utility Commission
400 North Street
Harrisburg, PA 17120
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Sale Agreement
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AMENDMENT TO PURCHASE AND SALE AGREEMENT

This AMENDMENT TO PURCHASE AND SALE AGREEMENT, dated as of January 19, 2022
(this “Amendment™), is entered into by and among ROCKDALE MARCELLUS, LLC, and ROCKDALE
MARCELLUS HOLDINGS, LLC, each a Texas limited liability company (together, collectively, “Seller”),
both having an address of 4600 J. Barry Court, Suite 320, Canonsburg, PA 15317, and REPSOL OIL &
GAS USA, LLC, a Texas limited Hability company (“Purchaser”), with an office located at
2455 Technology Forest Blvd., The Woodlands, TX 77381. Each of Seller and Purchaser are sometimes
separately referred to as a “Party” and are sometimes collectively referred to as “Parties”.

WHEREAS, Seller and Purchaser are parties to that certain Purchase and Sale Agreement dated as
of December 22, 2021 (the “Qriginal Purchase Agreement”; the Original Purchase Agreement, as amended
by this Amendment and as the same hereafter further may be amended, restated, amended and restated,
supplemented or otherwise modified and in effect from time to time, herein is referred o as the “Purchase

Agreement™;

WHEREAS, pursuant to (i) Section 15.3 of the Original Purchase Agreement, and (ii) the Sale
Order, Seller and Purchaser have agreed to amend the Original Purchase Agreement, subject to the terms
and conditions set forth herein,

NOW, THEREFORE, the parties hereto agree as follows:

SECTION 1. Defined Terms, Capitalized terms nsed but not defined herein, including in the
preamble and recitals above, shall have the meanings ascribed to such terms in the Original Purchase
Agreement.

SECTION 2. Amendments to Original Purchase Apreement. Seller and Purchaser agree that
the Original Purchase Agreement is hereby amended by amending and restating the same in the form set
forth in the Purchase Agreement attached hereto as Annex A,

SECTION 3. References, From and after the date hereof, all references in the Original Purchase
Agreement to the “Agreement” shall be deemed to refer to the Purchase Agreement.

SECTION 4. Counterparts. This Amendment may be executed in any number of counterparts
and by the different parties hereto on separate counterparts and each such counterpart shall be deemed to
be an original, but all such counterparts shall together constitute but one and the same Amendment. Receipt
by facsimile of any executed signature page to this Amendment shall constitute effective delivery of such
signature page. This Amendment, to the extent signed and delivered by means of a facsimile machine or
other electronic transmission (including “pdf™), shall be treated in all manner and respects and for all
purposes as an original agreement or amendment and shall be considered to have the same binding legal
effect as if it were the original signed version thereof delivered in person. No party hereto shall raise the
use of a facsimile machine or other electronic transmission to deliver a signature or the fact that any
signature or agreement or amendment was transmitted or communicated through the use of a facsimile
machine or other electronic transmission as a defense to the formation or enforceability of a contract and
each such party forever waives any such defense.

SECTION 5. No Oral Agreement. This Amendment, the Purchase Agreement and the other
documents executed in connection herewith and therewith represent the final and entire agreement between
the partics and may not be contradicted by evidence of prior, contemporanecous, or subsequent oral
agrecments of the parties. There are no unwritten oral agreements between the parties.
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SECTION 6. Successors and Assigns. This Amendment shall be binding upon and inure to the
benefit of the parties hereto and their respective successors and assigns.

SECTION 7. Severability. The illegality or unenforceability of any provision of this
Amendment or any instrument or agreement required hereunder shall not in any way affect or impair the
legality or enforceability of the remaining provisions of this Amendment or any instrument or agreement
required hereunder.

SECTION 8. Governing Law. Sections 158 and 15.9 of the Purchase Agreement are
incorporated herein by reference as if fully set forth herein.

[Remainder of Page Intentionally Left Blank; Signature Pages Follow}
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IN WITNESS WHEREOQF, each of the parties hereto have caused this Amendment to be duly
executed and delivered by their duly authorized officers as of the date first set forth above.

SELLER:

ROCKDALE MARCELLUS, LLC, a Texas limited
Hability company

o CVe A~

Name: Eddié J. Hebert
Title: Chief Executive Officer

ROCKDALE MARCELLUS HOLDINGS, LLC, a
Texas limited liability company

WS

Name: Eddie J. Hebert
Title:  Chief Executive Officer
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PURCHASER:

REPSOL OIL & GAS USA, LLC, a Texas limited

liability com 1

By,
Lauren A. Wilder
Business Development Manager (North America)
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after the Effective Date, and all products, piant and transportation imbalances as of and after the
Effective Date;

(viii)  all Causes of Action (and all supporting documents and information, including
information subject to privilege, supporting the same) relating to any other Assets;

(ix)  paper or electronic lease records, title records, well logs, production records,
regulatory files, environmental files and other geological and geophysical data and any
interpretative techniques and processes, including without limitation, any interpretive geological
and geophysical information, economic analysis, and any information or other similar data, to the
extent transferable by the Seller to Purchaser at Closing without payment of a fee or other penalty
to any Third Party pursuant to any Contract (unless Purchaser has, prior to the Closing, separately
agreed in writing to pay such fee or penalty) and other records pertaining exclusively to the Asseis,
excluding the Excluded Records (the “Records™);

x) all rights (including intangible and inchoate rights), Claims, rights of setoff, rights
under warranties and indemnities made by prior owners, manufacturers, vendors and third Persons
or accruing under applicable statutes of limitation or prescription, insofar only as the foregoing
relate or are attributable to any of the other Assets or to any Assumed Obligations, including any
and all Claims of Seller against other Persons pertaining to Imbalances attributable to the Assets;

(xi)  tothe extent transferable by the Seller to Purchaser at Closing without payment of
a fee or other penalty to any Third Party pursuant to any Contract (unless Purchaser has, prior to
the Closing, separately agreed in writing to pay such fee or penalty), all seismic data (conventional,
three dimensional or otherwise; whether owned or licensed; and including original field tapes), log
cores, geological, reserve engineering and other scientific and technical information, samples, tests,
reports, maps and data that relate to any of the Properties;

(xii)  any federal, state and local governmental licenses, permits, franchises, orders,
exemptions, variances, waivers, authorizations, certificates, consents, rights, privileges and
applications therefor, in each case to the extent relating to the ownership or operation of the
Properties (“Governmental Authorizations™);

(xiii)  all inteilectual property owned by Seiler (including all data, files and records
relating thereto), including without limitation, all software, and service names, (excluding any
tradenames, trademarks and service names, registered or unregistered);

(xiv)  All vehicles listed on Exhibit A-4;
(xv)  All cash constituting Suspense Funds; and

(xvi)  That certain Master Geophysical Data-Use License dated as of December 18, 2017
by and between CGG Land (U.S.) Inc. and Rockdale Marcellus, LLC as amended by that certain
Supplement No. CGG-Land-001, dated as of December 20, 2017.

“Assumed Confract” has the meaning set forth in Section 14.2(c).

“Assumed Litigation” means the following actions: (a) Big Hill Land Management FLP v.
Rockdale Marcellus, LLC, No. 158-2019 (Court of Common Pleas of Tioga County, PA); (b) Thaddeus K.
Stevens, ef al. v. Rockdale Marcellus, LLC & SWN Prod. Co. (Private arbitration); and (c) Rockdale v.
PADEP, No. 2021-045 (Pennsylvania Environmental Hearing Board).
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“Assumed Obligations’ has the meaning set forth in Secfion 9.1.
“Assumed Trade Obligations” means those trade obligations sct forth on Schedule 9.1(f).

“Auction” means the auction process contemplated by and more fully set forth in the Bid
Procedures Order.

“Avoidance Action” means any avoidance, preference, recovery, claim, right or cause of action of
any Seller arising under Chapter 5 of the Bankruptcy Code or under any analogous state or federal
bankruptcy or non-bankruptcy laws.

“Bankruptcy Code” has the meaning set forth in the Preamble.
“Bankruptcy Court” has the meaning set forth in the Preamble,
“Bankruptcy Rules” means the Federa! Rules of Bankruptey Procedure.

“Bid Procedures Order” means the Order (I) Approving Bidding Procedures in Connection with
the Sale of Substantially All of the Debtors’ Assets; (I} Scheduling an Auction for and Hearing to Approve
the Sale; (III) Approving Notice of Respective Date, Time and Place for Auction and for Hearing on
Approval of Sale; (IV) Approving Procedures for the Assumption and Assignment of Certain Execufory
Contracts and Unexpired Leases; (V) Approving Form and Manner of Notice Thereof; and (V1) Granting
Related Relief, entered in the Chapter 11 Cases at Docket No. 297.

“Business Day” means any day other than a Saturday, Sunday or a day on which banks are closed
for business in Houston, Texas.

“Cause of Action” means any and all claims, actions, causes of action, choses in action, suits, debts,
damages, dues, sums of money, accounts, reckonings, bonds, bills, specialties, covenants, contracts,
confroversies, agreements, promises, vatiances, trespasses, judgments, remedies, rights of set-off, third-
party claims, subrogation claims, contribution claims, reimbursement claims, indemnity claims,
counterclaims, and crogsclaims (including all claims and any avoidance, recovery, subordination, or other
actions against Insiders and/or any other Entities under the Bankruptcy Code, including Avoidance Actions)
of any of the Debtors, the debtors in possession, and/or the Estates, whether known or unknown, liquidated
or unliquidated, fixed or contingent, matured or unmatured, disputed or undisputed, that are or may be
pending, whether unasserted or asserted, as of the date of entry of the Sale Order.

“Casnalty Loss™ has the meaning set forth in Section 11.1.
“CERCLA” has the meaning set forth in the definition of “Environmental Law”.
“Chapter 11 Cases” has the meaning set forth in the Recitals.

“Claim” means a right to (a) a payment, whether or not such right is reduced to judgment,
liquidated, unliguidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal, equitable,
secured, or unsecured or (b) an equitable remedy for breach of performance if such breach gives rise to a
right to payment, whether or not such right to an equitable remedy is reduced to judgment, fixed, contingent,
matured, unmatured, disputed, undisputed, secured or unsecured. Without limiting the foregoing and for
the avoidance of doubt, a Claim includes but is not limited to any loss, liability, claim (as defined in
Bankruptcy Code § 101(5)), demand, judgment, sanction, penalty, action, obligation, commitment,
assessment, settlement, fee, debt, deficiency, guaranty of any kind, proceeding, damage, cost, or expense
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(“CERCLA”), the Federal Water Pollution Control Act, the Safe Drinking Water Act, the Toxic Substance
Control Act, the Hazardous and Solid Waste Amendments Act of 1984, the Superfund Amendments and
Reauthorization Act of 1986, the Hazardous Materials Transportation Act, the Clean Water Act, the
National Environmental Policy Act, the Endangered Species Act, the Fish and Wildlife Coordination Act,
the National Historic Preservation Act and the Oil Pollution Act of 1990, as such laws have been and may
be amended, replaced ot substituted from time to time and all regulations, orders, rulings, directives,
requirements and ordinances promulgated thereunder.

“Equipment” has the meaning set forth in the definition of “Assets”.
“Escrow Agent” has the meaning set forth in Section 2.4.
“Escrow Agreement’ has the meaning set forth in Secfion 2.4.
“Execluded Assets” means the following;

6] the Excluded Records;

(if) any Contract that is not an Assumed Contract;

(iif)y  the assets described in Exhibit B;

(iv)  all limited liability company membership interests in and to Rockdale Marcellus,
LLG;

(v) any Governmental Authorizations which by their own terms are not transferable;

(vi)  tothe extent not transferable by the Seller to Purchaser at Closing without payment
of a fee or other penalty to any Third Party pursuant to any Contract (unless Purchaser has, prior to
the Closing, separately agreed in writing to pay such fec or penaity), any intellectual property
owned by Seller Group (including all data, files and records relating thereto);

(vii)  any proceeds arising from production prior to the Effective Date;
(viii)  any refunds, retainers and deposits excluding Suspense Funds;

(ix)  all Hydrocarbons produced from the Properties with respect to all periods prior to
the Effective Date;

(x) all Third Party equipment, tools and other equipment brought onto a well site
tempotarily for purposes of drilling, reworking or maintaining a well, any equipment, inventory,
machinery, tools and other personal property not currently in use for the operation of a Well or
Wells, all vehicles and rolling stock (other than the Vehicles), and work over rigs, drilling rigs and
related equipment, rental equipment, computers and their associated equipment and software, copy
machines, and televisions; and

{(xi) All cash except for any cash constituting Suspense Funds.

“Excluded Records” means:
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“Laws” means all laws, statutes, rules, regulations, ordinances, orders, writs, injunctions, decrees,
requirements, judgments and codes of Governmental Authorities, including obligations arising under the
common law.

“Lien” means all liens, whether consensual or statutory (including mechanic’s, materialman’s,
cartier's, repairer’s, coniractor’s and other similar liens arising under any Laws), replacement liens,
adequate protection licns or other liens granted under Sections 361, 363 or 364 of the Bankruptcy Code,
mortgages, deeds of trust, hypothecations, pledges, security interests, charges, options and transfer
restrictions, including without limitation, rights of first refusal or first offer, defect or objection liens, rights
of others, servitudes, claims, encumbrances, leases, subleases, licenses, occupancy agreements, adverse
claims or interests, casements, covenants, encroachments, burdens, title defects, title retention agreements,
voting trust agreements, interests, equity, or other restrictions or limitations of any nature whatsoever,
including, without limitation, such as may arise under any contracts, and any “claim,” “lien,” or “security
interest,” as those terms are defined in the Bankruptcy Code, and any restriction or interest that constitutes
an “interest” for the purposes of Bankruptey Code § 363(f).

“Losses” has the meaning set forth in Section 12.1(a).

“Material Adverse Effect” means any events, changes or circumstances that, individually or in the
agpregate, have, or would reasonably be expected to (a) result in a material adverse effect on the value,
ownership or operation of the Assets, taken as a whole or (b) result in a material adverse effect on Seller’s
ability to consummate the transactions contemplated under this Agreement or perform its obligations under
this Agreement; provided, however, that Material Adverse Effect shall not include adverse effects resulting
from any of: changes in oil and gas prices; changes in industry, economic or political conditions, or markets;
changes in condition or developments generally applicable to the oil and gas industry in any area or arcas
where the Assets are located; acts of nature, including hurricanes, storms, earthquakes and other natural
disasters; acts or failures to act of Governmental Authorities; civil unrest or similar disorder; terrorist acts;
changes or proposed changes in Laws or GAAP or the interpretation or enforcement thereof; effects or
changes that are cured (as determined by Purchaser in its sole discretion) or no longer exist by the earlier
of the Closing and the termination of this Agreement pursuant to Section 15.1; failure to meet internal or
third party projcctions or forecasts; and changes resulting from the announcement, pendency or
consummation of the transactions contemplated hereby or the performance of the covenants set forth in
Article 6 hereof (including any disruption in supplier, distributor, customer, partner or similar relationships,
work stoppages, any loss or threatened loss of employees or other employee disruption).

“Material Contract” means any Contract that does not constitute or evidence a Mineral Interest,
Surface Interest and Governmental Anthorization that is not terminable by Seller at will (without penalty)
on 180 days’ notice or less, and that is intended to be assigned to Purchaser pursuant to this Agreement,
and is of one or more of the following fypes:

(i) involves obligations of, or payments to or from, Seller in any 12-month period in
excess of $1,000,000;

(ii) restricts Seller from freely engaging in any business or competing anywhere;

(iii)  is a joint development agreement, exploration agreement, data license agreement
or acreage dedication agreement; or

(iv) is a Hydrocarbon sale, gathering, transportation, or processing agreement;




I&E Exhibit 1
Page 24 of 140



I&E Exhibit 1
Page 25 of 140



I&E Exhibit 1
Page 26 of 140



I&E Exhibit 1
Page 27 of 140



I&E Exhibit 1
Page 28 of 140



I&E Exhibit 1
Page 29 of 140

(i) In addition to the Unadjusted Purchase Price set forth in Section 2.3(a), Purchaser
shall assume and pay the Assumed Trade Obligations in an amount not to exceed those set forth on

Schedule 9.1(f) at Closing.

{b) Seller and Purchaser shall aliocale the Finat Purchase Price and any liabilities assumed by
Purchaser under this Agreement ten percent (10%) to Assets other than the Properties and ninety percent
(90%) to the Properties. Schedule 2.3(b) sets forth Purchaser’s good faith allocation of the Unadjusted
Purchase Price among the Oil and Gas Interests for all purposes under this Agreement (with respect to any
of the Assets, such value is referred to herein as the “Allocated Value” and collectively, the “dllocated
Values™). Seller has accepted such Allocated Values for purposes of this Agreement and the transactions
contemplated hereby, but otherwise make no representation or warranty as to the accuracy of such values.

(©) Payments to be made following the Closing nnder this Agreement shall be made by wire
transfer of immediately available funds within ten (10) Business Days after the final determination is made
that such payments are due and payable (pursuant to wire transfer instructions designated in advance by the
receiving Party or Parties to the paying Party or Parties in writing) for the account of the respective receiving
Party or Parties,

Section 2.4  Performance Deposit. Upon execution of this Agreement, Purchaser shall deposit with Epiq
Corporate Restructuring, LL.C, a New York limited liability company (ihe “Escrow Agent”) Twenty Two
Million Dollars ($22,000,000.00) in good and imunediately available funds, as a performance deposit (the
“Performance Deposit”) on the Assets to be fransferred to Purchaser hereunder. The Performance Deposit
shall be held by Escrow Agent in accordance with that certain Escrow Agreement made and entered into as
of December 13, 2021 by and among Seller, Purchaser, and the Escrow Agent (the “Escrow Agreement”)
and this Agreement. In the event that the transactions contemplated hereby are consummated in accordance
with the terms of this Agreement, the Parties shall direct the Escrow Agent to release the Performance
Deposit to Seller pursuant to the Escrow Agreement and the Performance Deposit shall be applied, without
duplication, against the portion of the Unadjusted Purchase Price, as adjusted by the Preliminary
Accounting, due from Purchaser to Seller at Cloging. Tn the event that this Agreement is terminated, the
Parties shall immediately direct the Escrow Agent to release the Performance Deposit to either Purchaser
or Seller in accordance with Secfion 12.2. Seller, on the one hand, and Purchaser, on the other hand, shall
cach bear one-half of any costs of Escrow Agent under the Escrow Agreement.

ARTICLE 3
[RESERVED]

ARTICLE 4
CLOSING

Section 4.1 Closing Conditions.
(a) Purchaser’s Closing Conditions,

The obligations of Purchaser to close the transactions contemplated by this Agreement
shall be subject to the satisfaction prior to the Closing Date of the following conditions:

)] The representations and warranties of Seller set forth in Section 5.1 shall be true
and accurate as of the Closing Date and Seller shall have performed in all material respects those
covenants and agreements of Seller set forth herein that are required to be performed at or prior to
Closing.
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Section 4.3 Closing. The following shall take place at the Closing:

(a) Seller and Purchaser shall execute and deliver the transfers, assignments and bills of sale,
using the forms attached hereto as Exhibit C;

) Seller and Purchaser shall execute and deliver the Transition Services Agreement;

(©) Purchaser shall deliver or cause to be delivered those agreements, instruments and
documents provided for in Section 6.7 hereof;

(d) Purchaser shall pay to Seller by wire transfer an amount equal to the Unadjusted Purchase
Price, as adjusted by the Preliminary Accounting, less an amount equal to the Performance Deposit
(provided that Seller may direct that Purchaser shall pay the Unadjusted Purchase Price, less the
Performance Deposit, without adjustment for the estimated Seller Amounts and estimated Purchaser
Amounts under the Preliminary Accounting, and in such event on the Closing Date the Party that owes the
net amount of the Seller Amounts and the Purchaser Amounts to the other under the Preliminary Accounting
shall pay such amount by wire transfer to the other Party); and

(e) Purchaser and Seller shall execute and deliver, as applicable, the Non-Foreign Affidavit
attached as Exhibit D, such designation of operator forms as are necessary to transfer operations to
Purchaser for those Oil and Gas Interests that are operated by Seller and which are intended to be operated
by Purchaser after the Closing, and such other remaining documents, letters-in-licu of transfer orders,
joinders, ratifications, certificates, instruments or agreements which are contemplated by the transaction
described herein or deemed necessary or appropriate by the Parties.

ARTICLE §
GENERAL REPRESENTATIONS AND WARRANTIES

Section 5.1 Seller’s Representations & Warranties. Seller represents and warrants to Purchaser that:

(a) Organization. Seller is duly formed, validly existing and in good standing under the laws
of Texas and is duly qualified to carry on its business in the commonwealth of Pennsylvania.

(b) Validity of Agreement, Subject to entry of the Sale Order and such other authorization as
may be required by the Bankruptcy Court, the Seller has taken all necessary company action to authorize
the execution; delivery and performance of this Agreement and has adequate company power, authority
and legal right to enter into, execute, deliver and perform this Agreement and to consummate the transaction
contemplated hereby. Assuming the due authorization, execution, and delivery of this Agreement by the
Purchaser and the entry of the Sale Order, this Agreement is legal, valid and binding with respect to the
Seller and is enforceable in accordance with its terms, except as the enforceability thereof may be limited
by bankruptcy, insolvency or similar Laws affecting creditors’ rights generally.

(c) No Conflict. The execution and delivery of this Agreement by Seller does not, and the
consummation of the transaction contemplated hereunder will not, (i) violate any provision of, or constitute
a default under, the limited liability company agreement of Seller, or (ii) to its Knowledge, (A) violate any
Law to which Seller is subject, or (B) any provision of any agreement, indenture, mortgage, licn, lease,
instrument, order, arbitration award, judgment, or decree to which Seller is a party or by which it or any of
the Qil and Gas Interests are bound, except, in the case of subclause (ii) hereof for any such violations or
requirements which would not reasonably be expected, individually or in the aggregate, to have a Material
Adverse Effect or prevent or materially delay the consummation by Seller of the transactions contemplated
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by this Agreement, or which become applicable as a result of the execution, delivery, or performance of
this Agreement.

(d) Governmental Authorizations. Except as set forth on Schedule 5.1(d), and except as have
not or would not reasonably be expected to result in a Material Adverse Effect, Seller has all Governmental
Authorizations required and issued by Governmental Authorities under provisions of Law, necessary or
required to own and operate the Assets, and to Seller’s Knowledge, all such Governmental Authorizations
are in full force and effect and not subject to any pending proceeding seeking the revocation or material
limitation of such Governmental Authorizations. Seller has not received written notice of any material
violations in respect of any such Governmental Authorizations that are unresolved at the date of this
Agreement, and to Seller’s Knowledge, Seller is not in violation of the terms of any such Governmental
Authorizations, except for such violations as have not had or would not reasonably be expected to result in
Material Adverse Effect.

{e) Compliance with Laws and Regulations. To Seller’s Knowledge, Seller is not in violation
of any applicable Laws with respect to the ownership and operation of the Assets, except for such violations
as have not had and would not reasonably be expected to result in a Material Adverse Effect. Seller has not
received written notice from any applicable Governmental Authority of any violations of any applicable
Laws with respect to the ownership and operation of the Assets that are unresolved as of the date of this
Agreement,

) Litigation. Except for actions, suits or proceedings filed prior to the Execution Date in
connection with the Chapter 11 Cases and as disclosed in Schedule 5.1(0), there is no action, suit or
proceeding pending with respect to which the Seller has been served or, to the Seller’s Knowledge,
threatened in writing against the Seller or its Affiliates involving the Seller’s interest in the Properties.

(g) Taxes. To Seller’s Knowledge, all ad valorem, property, production, excise, severance,
windfall profit and similar taxes, impact fees, and assessments payable during Seller’s period of ownership
with respect to the Oil and Gas Interests and based on or measured by either the ownership or operation of
property or the production or removal of Hydrocarbons or the receipt of proceeds therefrom have been
timely paid, except for such failures to pay as would not have a Material Adverse Effect and/or no Liens or
claims have been filed with respect to all Taxes except those already identified as Permitted Encumbrances,
There are no outstanding agreements or waivers extending the applicable statutory periods of limitations
with respect to the assessment, collection or payment of any material Tax or to the filing of any tax return
with respect to material Taxes that will be binding upon Purchaser after the Closing. No audit, litigation or
other proceeding with respect to material Taxes has been commenced or is presently pending, and Seller
has not received written notice of a pending claim against it from any Governmental Authority for
assessment of material Taxes, and to Seller’s Knowledge no such claim has been threatened. All material
Taxes required by Law to be withheld or collected with respect to the Assets in connection with any amount
paid or owing to any employee, independent contractor, creditor, equity holder or other Third Party have
been duly withheld or have been timely paid over o the proper Governmental Authority to the extent due
and payable. No written claim has been made in the past three (3) years by any Governmental Authority
in a jurisdiction where Seller does not file tax returns with respect of any Taxes that Seller is or may be
subject to taxation or assessment by that Governmental Authority. None of the Assets are (or will be as of
the Closing Date) held in an arrangement {other than as may arise by virtue of Seller’s organizational or
governing documents) that is treated as a partnership or any entity for federal, state or local income Tax
purposes. Notwithstanding anything to the contrary contained in this Agreement, the representations and
warranties in this Section 5.1(g) are the only representations and warranties of the Seller in this Agreement
with respect to Tax matters.
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ENVIRONMENTAL LIABILITIES, THE RELEASE OF MATERIALS INTO THE
ENVIRONMENT OR THE PROTECTION OF HUMAN HEALTH, SAFETY, NATURAL
RESOURCES OR THE ENVIRONMENT, OR ANY OTHER ENVIRONMENTAL CONDITION
OF THE COMPANIES OR THE ASSETS, AND NOTHING IN THIS AGREEMENT OR
OTHERWISE SHALL BE CONSTRUED AS A REPRESENTATION OR WARRANTY,
PROVIDED, HOWEVER THAT NOTHING CONTAINED HEREIN SHALL BE DEEMED TO
LIMIT CLAIMS FOR FRAUD OF SELLER,

(c) ACQUISITION OF THE ASSETS SHALL BE ON AN “AS IS” AND “WHERE IS”
BASIS, AND SUCH ACQUISITION SHALL CONSTITUTE PURCHASER’S WAIVER,
GENERAL RELEASE AND AGREEMENT TO DEFEND, INDEMNIFY AND HOLD SELLER
AND EACH MEMBER OF SELLER GROUP HARMLESS FROM ALL LIABILITIES, COSTS
OR EXPENSES RELATED TO SUCH CONDITION (INCLUDING, WITHOUT LIMITATION,
ANY DEFECT TO OR LIEN OR ENCUMBRANCE UPON THE TITLE TO THE ASSETS,
ENVIRONMENTAL CONDITIONS, CERCLA LIABILITY AND DAMAGES TO NATURAL
RESOURCES), WHETHER IN CONTRACT, TORT OR STATUTORY, REGARDLESS OF THE
PAST NEGLIGENCE, OR FAULT (OTHER THAN GROSS NEGLIGENCE OR
RECKLESSNESS) OR STRICT OR STATUTORY LIABILITY OF SELLER OR ANY MEMBER
OF SELLER GROUP.

{d) Inclusion of a matter on a schedule attached hereto with respect to a representation or
warranty that addresses matters that are material or have a Material Adverse Effect shall not be deemed an
indication that such matter is material or does, or may, have a Material Adverse Effect. Schedules may
include matters not required by the terms of the Agreement to be listed on the Schedule, which additional
matters are disclosed for purposes of information only, and inclusion of any such matter does not mean that
all such matters are included.

Section 5.3 Purchaser’s Representations & Warranties. Purchaser represents and warrants to Seller:

(a) Organization. Purchaser is a limited liability company, duly organized, validly existing
and in good standing under the laws of Texas and is duly qualified to carry on its business in the
Commonwealth of Pennsylvania.

(b) Validity of Agreement. Purchaser has the corporate authority to carry on its business as
presently conducted, to execute and deliver this Agreement and the other agreements and documents
contemplated hereby and to perform its obligations under this Agreement and the other agreements and
documents contemplated hereby. This Agreement has been duly executed and delivered by Purchaser and
constitutes a valid and binding obligation of Purchaser, enforceable against it in accordance with the terms
hereof, subject to applicable bankruptcy and other similar faws affecting creditor’s rights and to principles
of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law).

{c) No Conflict. The execution and delivery of this Agreement by Purchaser does not, and the
consummation of the transaction contemplated hereunder will not, (i) violate any provision of] or constitute
a default under, the governing documents of Purchaser or, (ii) to Purchaser’s Knowledge, (A) violate any
Law to which Purchaser is subject, or (B) any provision of any agreement, indenture, mortgage, lien, lease,
instrument, order, arbitration award, judgment, or decree to which Purchaser is a party, or (iii) require any
consent, approval, order, or authorization of, or declaration, filing, or registration with, any Governmental
Authority, except for (A) filings by the Parties under the HSR Act and (B) any consents, approvals, orders
or authorizations that are customarily obtained after Closing, except, in the cases of subclauses (ii) and (iii)
hereof for any such violations or requirements which would not reasonably be expected, individually or in
the aggregate, to have a Material Adverse Effect or prevent or materially delay the consummation by
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Purchaser of the transactions contemplated by this Agreement, or which become applicable as a result of
the execution, delivery, or performance of this Agreement.

(d) Receipt of Data. Pursuant to Section 6.1, Purchaser has had or will have the opportunity
to perform adequate due diligence on the Assets by performing a Pre-Acquisition Review.

(e) Independent Evaluation. Purchaser is an experienced and knowledgeable investor in the
oil and gas business and is experienced with the usual and customary practices of producers such as Seller.
In making the decision to enter into this Agreement and consummate the transactions contemplated hereby,
Purchaser has relied solely on the basis of its own independent due diligence investigation of the Assets,
relying upon Purchaser’s own legal, financial, engineering and technical expertise and advisors.

) No Securities Distribution. Purchaser intends to acquire the Assets for Purchaser’s own
benefit and account and not with a view of making any distribution of securities, within the meaning of the
Securities Act of 1933, as amended.

(g) Financing.  Prior to Closing, Purchaser will have arranged to have available sufficient
funds to enable Purchaser to pay the Unadjusted Purchase Price to Seller at Closing, to obtain any bonds or
credit support required pursuant to Section 6.7, and otherwise to perform Purchaser’s obligations under this
Agreement,

(h) Liability for Brokerage Fees, Seller shall not divectly or indirectly have any
responsibility, liability or expense, as a result of undertakings or agreements of Purchaser or any Affiliate
of Purchaser for brokerage fees, finder’s fees, agent’s commissions or other similar forms of compensation
to an intermediary in connection with the negotiation, execution or delivery of this Agreement or any
agreement or transaction contemplated hereby.

{i) Litigation, Fte. There are no actions, proceedings, or investigations pending, or to the
Purchaser’s knowledge, any basis or threat thereof, which question the validity of this Agreement or any
other action taken or to be taken in connection herewith or which would have a material adverse effect on
the Purchaser,

G Qualifications. The Purchaser is qualified with all applicable Governmental Authorities to
own and operate the Properties.

k) Anti-Money Laundering, Purchaser stipulates that the funds used to pay the
Performance Deposit and the Unadjusted Purchase Price shall be made from the following account, which
account is owned by Purchaser:

Bank Name: HSBC Bank USA, National Association

Bank Address: HSBC Bank USA NA, 452 5" Avenue, New York, NY 10018
ABA#: 021001088

Acct#: 327221364

)] Operatorship. To Purchaser’s Knowledge, (a) Purchaser is not in continuing material
violation of any statutes, rules or regulations of the PADEP and (b) there is no reason why Purchaser may
not be accepted as an operator by the PADEP or other applicable regulator,

ARTICLE 6
COVENANTS OF THE PARTIES,
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Seller set forth in Section 5.1 with respect to any matter hereafter arising or discovered which, if existing
(or in the case of any representation or warranty qualified by the Seller’s Knowledge, known) at the
Execution Date, would have been required to be set forth or described in the Seller’s Schedules to this
Agreement. In the event that the Seller supplements or amends its Schedules to this Agreement pursuant to
the preceding sentence, the Seller shall deliver a copy of the amendment or supplement (in either case, the
“Supplemental Disclosure”) to the Purchaser and the relevant Schedule will be deemed, for all purposes, to
be amended or supplemented as described in the Supplemental Disclosure, as of the Execution Date. If a
Supplemental Disclosute discloses facts that would constitute a breach of the Seller’s representations and
warranties hereunder and such breach would result in the failure of the Purchaser’s condition to Closing
specified in Section 4.1(a) to be satisfied at the Closing, the Purchaser may terminate this Agreement
pursuant to Section 12.1 in its sole discretion which termination of this Agreement pursuant to Section 12.1
shall be the Purchaser’s sole remedy for a breach of a representation and warranty disclosed by the
Supplementat Disclosure.

Section 6.4  Operation of the Business. From the Execution Date until the Closing occurs, Seller will
continue to operate the Assets in the ordinary course of business and in material compliance with all
applicable Laws, and in material compliance with all Contracts, Mineral Interests, Governmental
Authorizations and Sutface Interests. From the date hereof until Closing, Seller agrees not to, without
Purchaser’s prior consent, which shall not be unreasonably withheld or delayed:

(a) make (i) any individual expenditure in excess of One Hundred Thousand and 00/100
Dollars ($100,000,00), or (ii) aggregate expenditures in excess of Three Hundred Thousand and 00/100
Dollars ($300,000.00), or commit to do the same or otherwise incur any other obligations or liabilities,
other than in the ordinary course of business and as would a prudent operator, except (A) in the event of an
emergency requiring immediate action to protect life, prevent environmental contamination, or to preserve
the Assets (including without limitation where needed to comply with any drilling obligations needed to
maintain any Mineral Interest), (B) with Purchaser’s consent (which shall not be unreasonably withheld),
Seller shall be free to continue its leasing, lease renewal or extension program in accordance with Seller’s
past practice; (C) to the extent necessary to comply with applicable Laws, and (C) Seller shall not be
restricted in any way from making expenditures in connection with the administration of the Chapter 11
Cases, including but limited to the payment of professional fees and related expenses;

) except where necessary to prevent the termination of a Mineral Interest or where needed
to comply with any drilling obligations needed to maintain any Mineral Interest, propose the drilling of any
additional wells, or propose the decpening, plugging back or reworking of any existing wells, (and Seller
agrees that it will advise and consult with Purchaser with respect to any such proposals made by third
parties);

(c) sell, transfer or abandon any portion of the Assets other than sales and dispositions of
Hydrocarbons and items of materials, supplies, Equipment, improvements or other personal property or
fixtures forming a part of the Assets that have become obsolete or unusable and except for any abandonment
that is required by law, order or regulation;

(d) enter into any new Material Contract;
(e) fail to maintain any Governmental Authorization affecting the Assets;
) enter into any settlement of any issues with respect to any assets or audit or other

administrative or judicial proceeding with respect to Taxes for which Purchaser may have liability; or

(g) draw any funds under the Final DIP Order.
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(to the extent permitted under any applicable operating agreement) effective as of the Closing (at
Purchaser’s sole cost and expense) and to designate or appoint, to the extent legally possible and permitted
under any applicable operating agreement, Purchaser as successor operator of such Assets effective as of
Closing, including by casting Seller’s vote in favor of the designation of Purchaser as successor operator of
such Assets,

(©) Purchaser acknowledges and agrees that no bonds, letters of credit, guarantee or other
security provided by Seller with respect to the Assets shall remain in place for the benefit of Purchaser.

Section 6.8 Recording & Filing. Within sixty (60) days of Closing, Purchaser shall, at its expense, file
or record the conveyance documents with the appropriate Governmental Authorities or records office.
Purchaser shall provide a copy of same, including recording date, to the Selier and any other contract parties
requiring the same,

Section 6.9 Notice to Third Persons. Purchaser shall use commercially reasonable best efforts to notify
all lessors, royalty owners, operators, non-operators, purchasers of production, other contract parties and
Governmental Authorities that Purchaser has purchased the Assets and has assumed liability for their
continued operation from and after the Closing, Purchaser and Seller shall execute all transfer orders,
division orders, or letters-in-lien necessary to transfer payment of the proceeds from the sale of production
from the Assets as of the Effective Date to Purchaser, and joinders, ratifications or other gimilar instruments
required to transfer Assets as of the Effective Date to the Purchaser.

Section 6.10 Property Records. After Closing, Seller shall deliver to Purchaser electronic copies of the
Records (subject to the limitations contained in this Agreement) which were not already delivered by Seller.
Any electronic information or data provided shall be in the same format as that then currently used by Seller
and Seller is not required to perform or create additional programming or system support in connection
therewith. Seller may retain photocopies, electronic images or other formats of the Records. Seller may
excise or redact Records to remove information that would constitute an Excluded Record. Seller and
Purchaser shall each appoint one (1) focal point for coordination of the transfer of electronic information
and data to Purchaser.

Section 6.11  Use of Name. On or before thirty (30) days after Closing, Purchaser will remove, or cause
to be removed, from the facilities pertaining to the Assets, the name, logo and service mark of Seller and
its Affiliates, and all variations and derivations thereof, and will not thereafter make use thereof.

Section 6,12 Seller’s Tnsurance, Purchaser acknowledges and agrees that (a) no insuwrance policies
arranged for the benefit of or provided to the Seller or any member of the Seiler Group, including any
current insurance policies relating to the business or assets of the Seller (“Current Insurance Policies™),
shall continue after Closing and (b) the Purchaser shall not, and shall ensure that no member of the
Purchaser shall, make any claims under any such insurance policies or insurance coverage in respect of
facts, events or circumstances arising prior to Closing, The Purchaser further hereby acknowledges and
agrees that no historic insurance coverage provided by or to the Seller, inciuding the Current Insurance
Policies, shall be available to the Purchaser or the Seller afler Cloging, with the exception of insurance
coverages required by statute or law and, in such limited instances only to the extent that the policies provide
such historical coverage. The Purchaser further acknowledges and agrees that it has no right, title or interest
in any unearned premiums on any policies maintained by or for the benefit of the Seller or any member of
the Seller Group.

Section 6,13 Data Privacy.
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(a) Each Party acknowledges that it may be required to process Personal Data during the
undertaking of its obligations under this Agreement. Each Party agrees that it shall comply with the
obligations imposed by all applicable Data Protection Laws and take appropriate technical and
organizational measures against unauthorized or unlawful processing of, accidental loss or destruction of,
or damage to Personal Data; provided that, having regard to the state of technological development and the
cost of implementing any measures, the measures must ensure a level of security appropriate to the harm
that might result from unauthorized or unlawful processing or accidental loss, destruction or damage and
the nature of the Personal Data to be protected. These measures shall also aim at preventing unnecessaty
collection and further processing of such Personal Data.

(b) All Personal Data made available to any Party or their representatives hereunder shall be
made available on an “as is” basis without any warranties, either express or implied, as to the quality,
completeness, accuracy, validity, non-infringement or utility of such Personal Data. In no event shall the
Party providing Personal Data be liable for any actual, incidental, consequential or other damages arising
out of, or resulting from the receiving Party’s or their representatives’ (i) use of or reliance upon the
Personal Data or (ii) disclosure of the Personal Data to a Third Party in breach of this Agreement or any
applicable Data Protection Law. The Partics agree that the Party responsible for a breach of data privacy
or a violation of relevant applicable Data Protection Laws will indemnify, defend and hold harmless the
non-breaching Party from and against any and all claims, liabilities, losses, causes of actions, costs and
expenses (including, without limitation, those involving theories of negligence (whether sole, joint or
concurrent, active or passive, but excluding gross negligence, recklessness, willful misconduct, or fraud),
or strict liability and including court costs and attorneys’ fees) asserted against, resulting from, imposed
upon or incurred by the non-breaching Party as a result of, or arising out of the breach of data privacy or a
violation of relevant applicable Data Protection Laws.

Section 6.14 Suspense Funds. Seller agrees to convey and Purchaser agrees to receive all funds held in
suspense by Seller that are attributable to the Assets as of Closing (which may be held in cash in a segregated
account or tracked on a book-entry basis, collectively, the “Swspense Funds”), and Purchaser shall
thereafter assume all liability associated with such Suspense Funds. On or before the Closing Date, Seller
shall make good faith efforts to deliver to Purchaser the following information with respect to such Suspense
Funds held by Seller on the Closing Date (if known to Seller): owner name, owner number, owner social
security number, reason for suspense, and the amount of Suspense Funds payable for each entry, togethet
with monthly line item production detail for ail suspense entries, Upon receipt of such information,
Purchaser (i) shall administer all such Suspense Funds and assume all payment obligations relating to the
Suspense Funds so transferred in accordance with all legal requirements, and shall be liable for the payment
thereof to the proper parties; provided that Seller will retain all responsibility and liability for statatory
penalties and interest, if any, atiributable to the Suspense Funds accruing prior to the Closing Date, payable
to any state under existing escheat or unclaimed property statutes. All obligations of Seller in respect of
the Suspense Funds shall be limited to the aggregate amount of any adjustments to the Unadjusted Purchase
Price pursuant to Section 7.1(b)(iii).

Section 6.15  Retention of Records. Seller shall, for a period two (2) years following Closing, retain and
preserve, and afford Purchaser access to, all potentially relevant documents, records and information,
including, without limitation, all paper files, electronic files and emails, video recordings, telephone
records, and all other information related to the Assets.

Section 6.16 Environmental Reporting. For any repotting to a Governmental Authority related to the
Assets that because of the Closing Date and particular Law could involve the potential for combined or
spht reporting, Purchaser and Seller shall confer at an agreed time prior to Closing in order to resolve any
issues related to such reporting.
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{(c) Five (5) Business Days prior to Closing, Seller shall furnish Purchaser with a good faith
estimated accounting (“Preliminary Accounting™), prepared in accordance with GAAP, showing (i) the
estimated Seller Amounts, (ii) the estimated Purchaser Amounts, and (iif) the estimated adjustment for
Imbalances pursuant to Section 7.2, The Preliminary Accounting is subject to final adjustment as provided
in Section 7.1(d).

{d) Final Accounting,

(i) Seller and Purchaser shall use all reasonable efforts to accomplish a single final
accounting and cash adjustment for the period between the Effective Date and the Closing no later
than sixty (60) days after Closing to accomplish the purposes of Section 7.1 and of this Agreement
(“Final Accounting”). Parties shall cooperate to avoid split month accounting for revenue. To that
end, in the event Closing does not occur on the first day of a calendar month, Seller will market
Hydrocarbon production, pay associated royalties for the calendar month in which Closing occurs
on Purchaser’s behalf, and Seller’s remittance of the amount of production sales, less royalties, paid
by Seller to Purchaser will be included in the Final Accounting adjustments. Seller shall prepare
the Final Accounting and submit it to Purchaser for acceptance. To the extent reasonably required
by Seller, Purchaser shall assist in the preparation of the Final Accounting. Purchaser shall have
the right to audit the Final Accounting. The Parties’ failure to complete the Final Accounting shall
not constitute a waiver of the right to receive any amount otherwise due. The Final Accounting
shall become final and binding npon the Parties and payable thirty (30) days after receipt thereof
by Purchaser (the “Final Accounting Date”) unless Purchaser gives written notice of its
disagreement (an “Accounting Notice™) to Seller prior to such date. Time is of the essence with
respect to the Accounting Notice. Any Accounting Notice shall specify in detail the dollar amount,
nature and basis of the disagreement so asserted. Purchaser shall not be entitled to dispute any
expenditure made by Seller in accordance with Seller’s past practices. If an Accounting Notice is
received by Seller in a timely manner, then the Final Accounting {as revised in accordance with
clause (i) or (ii) below) shall become final and binding on the Parties and any amounts due shall be
payable by the earlier of thirty (30) days after (i) the date Seller and Purchaser agree in writing with
respect to all matters as to which there is a disagreement or (ii) the date on which the Accounting
Referee issues its decision.

(ii) During the thirty (30) days following the date of receipt by Seller of an Accounting
Notice, Seller shall make available the records refevant to the disagreement and Seller and
Purchaser shail attempt in good faith to resolve in writing any differences that they may have with
respect to all matters specified in the Accounting Notice. If, at the end of such sixty (60) day period,
Seller and Purchaser have not reached agreement on such matters, the matters that remain in dispute
shall be submitted to a mutually agreed neutral accountant (the “Aecounting Referee”) for review
and final binding resohition. The Accounting Referee shall be a certified public accountant who is
an employee or partner of a recognized independent public accounting firm, In the event the Parties
cannot agree upon the Accounting Referee, each Party will appoint a neutral accountant who meets
the criteria set forth in the foregoing sentence and the two selected accountants shall appoint a third
accountant meeting the foregoing criteria to be the “Accounting Referee.” All determinations and
adjustments with respect to allocating items to the period before or after the Effective Date shall be
in accordance with GAAP, consistently applied, and this Agreement. The Accounting Referee shall
render a decision resolving the matters in dispute within fifteen (15) days following their
submission to the Accountiing Referce. Seller and Purchaser shall each be responsible for one-half
of the fees and expenses of the Accounting Referee.

(e) Misallocated Assets. If after the Closing (i) Purchaser holds or receives any Excluded
Assets or (ii) Seller holds or receives any Assets or Assumed Obligations, Purchaser or Seller, as applicable,
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shall have given notice and opportunity to comment to the Indemmnifying Party). In the event that the
Indemnifying Party notifies the Indemnified Party within the Notice Period that it desires to defend the
Indemnified Party against such Losses, the Indemnifying Party shall have the right to defend alt appropriate
proceedings with counsel of its own choosing, which proceedings shall be promptly settled or prosecuted
by them to a final conclusion. If the Indemnified Party desires to participate in, but not control, any such
defense or settlement it may do so at its sole cost and expense. If requested by the Indemnifying Party, the
Indemnified Party agrees to cooperate with the Indemnifying Party and its counsel in contesting any Losses
that the Indemnifying Party elects to contest or, if appropriate and related to the claim in question, in making
any counterclaim against the person asserting the Third Party Losses, or any cross-complaint against any
person. No claim may be settled or otherwise compromised without the prior written consent of the
Indemnifying Party and no claim may be settled or compromised by the Indemnifying Party without the
prior written consent of the Indemnified Party (not to be unreasonably withheld or delayed) unless such
settlement or compromise entails a full and unconditionat release of the Indemnified Party without any
admission or finding of fault or liability.

Section 10.2 Exclusive Remedy. Notwithstanding anything to the contrary contained in this Agreement
and except as set forth in Article 14, from and after the Closing, Section I0.] contains the Parties’ exclusive
remedy against each other with respect to the transactions contemplated hereby, including breaches of the
representations, warranties, covenants and agreements of the Parties contained in this Agreement or in any
document delivered pursuant to this Agreement, other than in the case of fraud. For the avoidance of doubt,
this Section 10.2 shall not impair the Parties’ rights to pursue available remedies for termination of this
Agreement pursuant to Section 12.1. If Closing occurs, the indenmnities set forth in this Agreement and the
remedies expressly provided for herein shall be the sole and exclusive remedies of the parties indemnified
hereunder for breach of any representation, warranty or covenant set forth in this Agreement; provided,
however, nothing in this Section 10.2 shall be deemed to affect any Person’s right to eguitable relief
(including specific performance in a court of law) for breach of a covenant set forth in this Agreement
(whether or not such covenant is set forth in Arficle 6). Purchaser releases and forever discharges Seller
and each member of Seller Group from any and all Losses whatsoever, in law or in equity, known or
unknown, which Purchaser might now or subsequently may have against any of such Persons, based on,
relating to or arising from this Agreement, Seller’s ownership, use or operation of the Properties, or the
condition, quality, status or nature of the Properties, including rights to contribution under CERCLA or any
other Environmental Law, breaches of statutory or implied warranties, nuisance or other tort actions, rights
to punitive damages and common law rights of contribution, rights under agreements between Seller or any
of its Affiliates, and rights under insurance maintained by Seller or any of its Affiliates, EVEN IF
CAUSED IN WHOLE OR IN PART BY THE NEGLIGENCE (WHETHER SOLE, JOINT, OR
© CONCURRENT, BUT EXCLUDING GROSS NEGLIGENCE, RECKLESSNESS, WILL¥UL
MISCONDUCT AND FRAUD), OF ANY RELEASED PERSON.

Section 10.3  No Survival of Seller’s Representations and Warranties, The representations or warranties
of Seller contained in Section 5.1 of this Agreement will terminate upon and not survive the Closing and
there will be no Hability thereafter in respect thereof. Seller’s covenants and other agreements contained in
this Agreement will terminate upon the Closing, except for such covenants to be performed after Closing,
which will survive the Closing until the earlier of (a) performance of such covenant in accordance with this
Agreement, or (b)(i) if time for performance of such covenant is specified in this Agreement, thirty (30)
days following the expiration of the time period for such performance, or (ii) if time for performance of
such covenant is not specified in this Agreement, the expiration of the applicable statute of limitations with
respect to any claim for failure to perform such covenant. Notwithstanding anything to the contrary
contained herein, the representations and watranties and covenants of Purchaser shall survive the Closing
indefinitely.
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Agreement in accordance with Sections 12.1(b), (d), (e) or (f), or (2) the Closing fails to occur by the
Outside Closing Date if Purchaser is otherwise ready and able to consummate the Closing.

(©) If Closing does not occur because Seller materially breaches its obligations under this
Agreement or because this Agreement is terminated by Purchaser in accordance with Sections 12.1{b), {(d),
(e) or (f), Seller shall return the Performance Deposit to Purchaser inmmediately after the determination that
the Closing will not occur and Purchaser shall retain any legal or equitable remedies for Seller’s breach of
this Agreement, including specific performance, subject to the Hmitations set forth below; provided,
however, that (i) Seller shall not have any lability to Purchaser for consequential, special, punitive or
exemplary damages, lost profits, or lost business opportunities arising out of or related to Selier’s breach
of any provision of this Agreement, and (ii) Seller’s liability hereunder shall not exceed an amount equal
to the Performance Deposit. Seller’s faihue to close shall not be considered a material breach of its
obligations under this Agreement if (1) the conditions set forth in Section 4.1(b) are not satisfied through
no fault of Seller and such conditions have not been waived; or (2) Seller has terminated this Agreement in
accordance with the first sentence of Section 12.1 or pursuant to Section 12.1(b), (c) or (d).

(d) It Closing does not occur because this Agreement is terminated automatically in
accordance with Section 12.1{g), the Performance Deposit, without interest, shall be returned by Escrow
Agent to Purchaser, and the Parties shall be released from all further obligations under this Agreement,
except that neither Party shall be relieved of any obligation hereunder that by its terms survives such
termination.

(e) In the event that this Agreement is terminated, Purchaser shall return or destroy (whichever
is required pursuant to the terms of the Confidentiality Agreement) to Seller on or before the fifih Business
Day thereafter all copies of the Records and other information in the possession of Purchaser or obtained
or generated by Purchaser pursuant to the Confidentiality Agreement any provision of this Agreement and
such Records and information shall remain subject to the provisions of the Confidentiality Agreement.

ARTICLE 13
DISCLAIMERS: WAIVERS, RELFASES

Section 13.1 Sale “As Is” “Where Is”/ Release for Physical and Environmental Condition,
PURCHASER REPRESENTS THAT IT HAS INSPECTED OR HAS OR WILL BE GIVEN THE
OPPORTUNITY TO INSPECT THE PROPERTIES AND AGREES TO ACCEPT THE PHYSICAL AND
ENVIRONMENTAL CONDITION OF SAME ON AN “AS IS-WHERE IS” BASIS SUBJECT TO THE
- TERMS OF THIS AGREEMENT. PURCHASER ACKNOWLEDGES ALSO THAT PHYSICAL
CHANGES IN THE PROPERTIES OR ADJACENT LANDS MAY HAVE OCCURRED AS A
CONSEQUENCE OF THE OIL AND GAS DRILLING, PRODUCTION AND RELATED
OPERATIONS CONDUCTED ON THE MINERAL INTERESTS. THE PROPERTIES MAY CONTAIN
UNPLUGGED OR IMPROPERLY PLUGGED WELLS, WELLBORES OR BURIED PIPELINES OR
OTHER EQUIPMENT, THE LOCATIONS OF WHICH MAY NOT NOW BE KNOWN TO SELLER
OR BE READILY APPARENT FROM A PHYSICAL INSPECTION OF THE PROPERTY, AND
PURCHASER ASSUMES THE OBLIGATION AND LIABILITY TO PROPERLY PLUG, ABANDON,
REMOVE AND/OR RESTORE THE SAME WITHOUT RECOURSE TO SELLER. PURCHASER
RELEASES SELLER AND EACH MEMBER OF SELLER GROUP FROM ANY LIABILITY
WITH RESPECT TO THE PHYSICAL AND ENVIRONMENTAL CONDITION OF¥ THE
PROPERTIES, OTHER THAN AS MAY BE PROVIDED FOR UNDER THIS AGREEMENT,
WHETHER OR NOT CAUSED BY OR ATTRIBUTABLE TO THE SOLE, JOINT OR
CONCURRENT, ACTIVE OR PASSIVE NEGLIGENCE (BUT NOT THE GROSS
NEGLIGENCE, RECKLESSNESS, WILLFUL MISCONDUCT, OR FRAUD), OR STRICT
LIABILITY OF SELLER OR ANY MEMBER OF SELLER GROUP, AND WHETHER OR NOT
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REMEDIES AGAINST THE SELLER, INCLUDING ANY STATUTORY OR COMMON LAW RIGHT
OF CONTRIBUTION, (X} WITH RESPECT TO ANY DEFECT, DEFICIENCY OR OTHER TITLE
MATTER WITH RESPECT TO THE PROPERTIES (SUBJECT TO THE PURCHASER'’S RIGHT TO
RECEIVE THE ASSETS FREE AND CLEAR OF ALIL. ENCUMBRANCES (OTHER THAN
PERMITTED ENCUMBRANCES) UPON THE TERMS AND SURIECT TO THE CONDITIONS OF
THE SALE ORDER, ALL AS CONTEMPLATED BY ARTICLE 2) AND (Y) WITH RESPECT TO ANY
CIRCUMSTANCE WITH RESPECT TO THE PROPERTIES RELATING TO ENVIRONMENTAL
LAWS, THE RELEASE OF SUBSTANCES OR HAZARDOUS MATERIALS INTO THE
ENVIRONMENT OR PROTECTION OF THE ENVIRONMENT OR PUBLIC HEALTH,

Section 13,7  CONSPICUQUSNESS. PURCHASER  ACKNOWLEDGES THAT THE
DISCLAIMERS, WAIVERS AND RELEASES CONTAINED IN THIS ARTICLE 13 AND
ELSEWHERE IN THIS AGREEMENT ARE CONSPICUQUS.

13.8  Retention of Performance Deposit Sole Remedy; Waiver and Release. In the event that Closing
does not occur pursuant to Section 12.2{b) and Seller elects to retain the Performance Deposit as Hauidated
damages in lieu of all other damages and as the Seller’s sole remedy, other than termination of this
Agreement, SELLER HEREBY EXPRESSLY WAIVES ANY AND ALL RIGHTS OR REMEDIES
AGAINST THE PURCHASER ARISING FROM THE CLOSING NOT OCCURRING (other than
Seller’s right to retain the Performance Deposit) AND IRREVOCABLY RELEASES AND DISCHARGES
PURCHASER FROM, AND IRREVOCABLY AGREES TO WAIVE ANY CLAIM FOR, ANY LOSSES
ARISING FROM THE CLOSING NOT OCCURRING.

ARTICLE 14
ANKRUPTCY PR 1

Section 14.1  Bankruptcy Court Matters.

(a) Seller and Purchaser acknowledge that this Agreement and the sale of the Assets and the
assumption and assignment of the Assumed Contracts to Purchaser are subject to entry of the Sale Order.
Purchaser and Seller acknowledge that (i) to obtain such approval and to satisfy Seller’s fiduciary duties to
all applicable stakeholders in accordance with applicable Laws, Seller must demonstrate that it has taken
reasonable steps to obtain the highest and otherwise best offer possible for the Assets, and that such
demonstration shall include giving notice of the transactions contemplated by this Agreement to creditors
and other interested parties as ordered by the Bankruptcy Court, (ii) Purchaser must provide adequate
.assurance of future performance as required under Section 365 of the Bankruptcy Code with respect to each
of the Assumed Contracts, and (iii) to the extent that the Bankruptcy Court enlers a Final Order finding that
such adequate assurance of future performance has not been provided with respect to an Assumed Contract,
then such Assumed Contract will be excluded from the Assets and included in the Excluded Assets.

(b) The Purchaser agrees that it will promptly take such actions as are reasonably requested by
Seller to assist in obtaining enfry of the Sale Order and a finding of adequate assurance of future
performance by the Purchaser, including finnishing witnesses, affidavits or other documents or information
for filing with the Bankruptey Court for the purposes, among others, of providing necessary assurances of
performance by the Purchaser under this Agreement and demonstrating that the Purchaser is a “good faith”
purchaser under Section 363{(m) of the Bankruptcy Code.

(9] Notwithstanding anything to the contrary in this Agreement, including this Section 14.1,
the Seller’s obligations hereunder are subject in all respects to its obligations as a debtor in possession,
including its fiduciary obligations to its bankruptcy estate, and nothing in this Agreement shall require any
director or officer of the Seller to violate their fiduciary duties to the Seller or its estate. No action or inaction
on the part of any director or officer of the Seller that such director or officer reasonably believes is required
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Exhibit A-1
Mineral Interests

A. All of the buildings, other improved real estate, or land listed in Part 9 No. 55.132 and described
as “Chief Qil & Gas ORRI — Weiler Well- Lycoming” in the colamn marked *description and
location of property” and “leasehold ORRI” in the column marked “nature and extent of debtor’s
interest in property” of Official Form 206A/B (Schedule A/B: Assets — Real and Personal Property)
filed in the Chapter 11 Cases.

[remainder of page intentionally left blank; list of leases begins on following page]
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Exhlbit A-2
Other Non-Producing Wells
CASTLE 11344V 3701520094 51, no facHities and no compression
GRAHAM 2V 37081206099 Needs but does not justify WH compression
HICKOK 113 81, no facilitfes and no compression
MILLER 1162V 3711720202 sS4, and ready for PRA. On PRA list
MILLER 116 8H 3711721546
MILLER 118V 3711720202 §1, and ready for P&A, OnP&A list
WARD 1 37117206180 Conskder plugging
Wesneskl 7241V 3741720735 34, and ready for P&A, On P&A list
DELCIOTTO 1V 3765120100 Needs but does net justify WH compression
HEUER 704-1V 3741720767 S, and ready for PRA, On P&A list
HEYLER 7484V Iriir20878 51, and ready for PRA, On PRA list
HICKOK 114 3761520095 51, and ready far PRA. On PEA list
MARSHALL BRDS 731V 3768120336 51, and ready far PRA. On P&A list
SPENCER 729-1V 3741720766 51, and ready for PBA, On PRA list
Othar Well Activily
Red Run tH-6H & topholes at varying depths on red run pad, number different In ARIES vs Permit, held by operatfons now because the wells all were spud {mouse hole to intermediate)
Parent 749 1V Marcelus Vertical, no plpeline
Bear Claw Cellars 3 drillable factive) locations on the Bear Claw (6H/8H/10H) pad

East Polint Fish 1V Top Hole not drilled to Marcellus
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Exhibit A-4
Vehicles

Year Make Model VIN Plate
1. 2017 Ford 150 IFTEWI1EG4HFC84922 | ZKR-3373
2. 2017 Ford 250 1FT7W2B66HEDO6077 | ZKR-3375
3. 2017 Ford 250 IFT7TW2B67THEE69370 | ZKR-3376
4. 2017 Ford 250 IFT7W2B67HEE69384 | ZKR-3374
5. 2018 Ford 150 IFTEWIEG7JFC25384 | Z1.8-3271
6. 2018 Ford 150 IFTFX1EG4JFB24451 | Z1L.S-3270
7. 2018 Top Hot Industries Inc, | Trailer 4R7B02023JT178526 008-6PO
8. 2019 Ford 150 IFTEX1EP3KFA32020 | ZMW-2255
9. 2019 Ford 150 IFTEX1EPSKKD69211 | ZNA-9500
10. 2019 Ford 250 IFT7X2B60KEDY1468 | ZNA-9500
11. 2020 Carmate Trailer SA3CSI0S8LILOO0I20 | XMC-8867
12, 1994 Clark Trailer 1CD2L8423RA004984 -
13. 2005 Fruehauf Corp. Trailer 1JJF482F1YS693439 -
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purchase, those certain oil and gas propetties, rights, and related assets that are defined and described as
“Assets” herein.

- WHEREAS, references herein to terms which are defined separately herein or in the Purchase
Agreement shall have the meaning prescribed to such term herein or in the Purchase Agreement, as
applicable, even if the term (as printed in this Assignment) is printed in ALL CAPITALIZED text, in each
case, unless the context expressly requires otherwise.

NOW, THEREFORE, in consideration of the premises and of the mutual promises, representations,
warranties, covenants, conditions, and agreements contained herein and in the Purchase Agreement, and
for other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
Assignor and Assignee agree as follows:

ASSIGNMENT
Section 1. Assignment. Assignor, for and in consideration of the sum of Ten Dotlars ($10)
cash in hand paid and other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, hereby GRANTS, BARGAINS, SELLS, CONVEYS AND ASSIGNS, and by these presents
has GRANTED, BARGAINED, SOLD, CONVEYED AND ASSIGNED, unto Assignee all of Assignor’s
right, title, and interest in and to the following (but excluding, in all cases, the Excluded Assets) (collectively
the “Assets™):

(a) the Hydrocarbon and mineral leases, subleases, royalties, overriding royalties,
non-participating royalty interests, net profits interests, mineral fec interests, carried interests and other
rights of any kind and character to Hydrocarbons in place and the leasehold estale created theveby that are
described on Exhibit A-1, including all pooled or unitized acreage that includes all or a part of any such
interests or other rights (the “Mineral Interests™), and all tenements, hereditaments and appurtenances
belonging to the Mineral Interests;

(b) the oil, gas, water, CO2, digposal, injection or other wells located on the Mineral
Interests (the “Wells” and together with the Mineral Interests, the “Oil and Gas Interests”), including any
unplugged wells and any wells that have been temporarily or permanently abandoned, and including
without limitation the working interests or overriding royalty interests in the wells listed on Exhibit A-2;

(c) the surface fee interests listed on Exhibit A-3, and the easements, permits, licenses,
servitudes, rights-of-way, surface leases and other surface rights or interests appurtenant to, and used or
held for use in connection with the Qil and Gas Interests (the “Surface Interests” and, together with the Oil
and Gas Interests, the “Properties™);

(d) the equipment, machinery, fixtures, gas gathering systems, pipelines, manifolds,
processing units, compression facilities and other tangible personal property and improvements located on
the Properties at the Closing Date (the “Equipment™);

(e) subject to Section Error! Reference source not found. of the Purchase
Agreement, the Assumed Contracts and all rights accruing thereunder;
63 the materials and equipment inventory, if any, located on the Properties on the

Closing Date;

() all Hydrocarbons within, produced from or attributable to the Oil and Gas Interests
from and after the Effective Date, including any Hydrocarbons in storage tanks upstream of delivery points
to the relevant purchasers (inclusive of tank bottoms); all linepack in any pipelines, in each case as of the
Effective Dale, that were produced for the account of Assignee from and after the Effective Date; and all
products, plant and transportation imbalances as of and after the Effective Date.

(h) all Causes of Action (and all supporting documents and information, including
information subject to privilege, supporting the same} relating fo any other Assets;
(i paper or electronic lease records, title records, well logs, production records,

regulatory files, environmental files and other geological and geophysical data and any interpretative
techniques and processes, including without limitation, any interpretive geological and geophysical
information, economic analysis, and any information or other similar data (to the extent transferable by the
Assignor to Assignee at Closing without payment of a fee or other penalty to any Third Party pursnant to
any Contract (unless Assignee has, prior to the Closing, separately agreed in writing to pay such fee or




I&E Exhibit 1
Page 109 of 140



I&E Exhibit 1
Page 110 of 140



I&E Exhibit 1
Page 111 of 140



I&E Exhibit 1
Page 112 of 140



I&E Exhibit 1
Page 113 of 140



I&E Exhibit 1
Page 114 of 140



I&E Exhibit 1
Page 115 of 140



I&E Exhibit 1
Page 116 of 140

A notary public or other officer completing this certificate verifies only the identity of the individual
who signed the document to which this certificate is attached, and not the truthfuiness, accuracy, or
validity of that document.

STATE OF | I

COUNTY OF | i
Onthe [_]of[_], 2021, before me, | 1, a Notary Public, personally appeared
[ 1, as| | of Rockdale Marcellus, LL.C, a Texas limited liability company, who

proved to me on the basis of satisfactory evidence to be the person whose name is subscribed to the within
instrument and acknowledged to me that fhe/she] executed the same in [hisfher] avthorized capacity, and
that by [his/her] signature on the instrument, the person executed the instrument.

1 certify under PENALTY OF PERJURY under the laws of the State of | ] that the foregoing
paragraph is true and correct. '

WITNESS my hand and official seal.

(Notary Public Seal)

Notary Public
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EXHIBIT A-4

VEHICLES

{See attached).
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EXHIBIT B

EXCLUDED ASSETS

(See attached).
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Scheduie 1.1
UGI Amended Coniracis Material Terms

Indicative Terms and Conditions
UGI Gas Gathering Agreement Medifications

December 16, 2021

This term sheet (this “"Term Sheet”) is intended for discussion purposes only and does not constitute
and will not give rise to, any legally binding obligation on the part of any parly to these discussions or
any of such party’s affiliates. None of the parties to these discussions or any of their respective affiliates
shall be legally bound with respect to the transactions contemplated by this Term Sheet unless and until
such parties have executed and delivered to each other definifive, binding written agreements in respect
of such transactions. This Term Sheet may not be relied upon as the basis for a contract by estoppel or
otherwise. Moreover, except as expressly provided in any such definitive, binding written agreement, no
past, present, or future action, cowrse of conduct, or failure to act relating to the fransactions
contemplated by this Term Sheet or relating to the negotiation of the terms of such transactions will give
rise lo, or serve as the basis for, any obligation or other liability on the part of any such party or any of
its affiliates.

Contract Term: Primary Term Effective 1/1/2022 through 10/30/2030

Parties: UGI Texas Creek, LLC (“UGI"} and Repsol Qil & Gas USA, LLC
(“Repsol”, and together with UG, the “Parties™). Repsol is anticipated
to be successor-in-interest to all of the operating assets of Rockdale
Marcellus, LLC (“Rockdale™) effective as of January 1, 2022 (the

“Effective Date™),
Gathering Fees: As of the Effective Date, the gathering rates for all volumes will be
f $0.25/Mcf, escalated 2.5% annually.
Gathering Fee Discount: As of the Effective Date, the gathering rates for all volumes in excess

of the applicable MVC will receive a $0.075 discount from the then
applicable gathering rate, provided MVC is greater than zero {0).

Compression Fees: : As of the Effective Date, Compression Fees will be modified such that
Repsol will reimburse UGI for all costs plus 10% added thereon, The
Parties to discuss the mechanics related to timing and make up of the
costs associated with the Compression Fees, but specifically to include
the rental rates, fluids, fluid removal, filters, setup modifications,
maintenance, installation, removal, and associated costs thereunder,

Development Program; Subject to the Commeodity Price Floor, Repsel agrees to complete and
Commodity Price Floor: turn-in-line 90,000 lateral feet within twenty-four (24) months after the
Effective Date (the “Development Program™).

Commodity Price Floor: In the event the average forward curve for
natural gas at IJenry Hub over the 24 month Development Program




I&E Exhibit 1
Page 125 of 140

period drops below $2.50/MMbitu for 30 consecutive days (the
“Commodity Price Floor™), Repsol will have the option to suspend the
Development Program indefinitely. If, after suspension of the
Development Program, the applicable forward curve exceeds the
Commodity Price Floor for at least 30 consecutive days, Repso! will
resume operations on the Development Program and will complete and
turn-in-line the remaining wells, with an additional allowance of time
for the period in which the Development Program was suspended. For

the avoidance of doubt, MVCs will still be payable if Development
Plan is suspended.

Minimum Volume Repsol agrees to provide UGI with a minimum volume commitment
Commitment: (“MVC”) as outlined in Appendix A. In the event of a shortfall to the
MVC, Repsol agrees to make shortfall payments as if the gas were
flowing to sales.

The parties will work in good faith to establish (i) a mutually agreeable
banking mechanism whereby any volumes that exceed the MVC in any
given month would be credited against any shortfall payments for a to
be determined fiscal period and provide that any shortfall payments
made would be credited (o any subsequeni paymenis otherwise due and
owing to the cxtent the aggregate volumes are exceeded for a to be
determined fiscal period; and (ii) mutually agreeable terms for any
renewals of the Agreement.

Potential Future In addition to the Development Program, Repsol anticipates turning-
Development: in-line & minimum of four (4) additional wells per annum until all
inventory is depleted. If commodity pricing is at or above existing
levels, Repsol will be increasingly incentivized to accelerate the
development of this field.

Future Projects: Fulure projects outside the normal operation of the gathering system,
including but not limited to installing or removing compression,
dehydration, pipeline, or other facilities, to be negotiated on a per
project basis, UGI reserves the right of first refusal on any project and
UGI must consent to any modifications of the gathering system.

Dedication/AMI: The dedication/AMI shall consist of only the existing Rockdale-
operaled Ieases and interstitial area as shown on a mutually agreed-
upon map,

Marketing/Security: ¢ UGI is responsible for marketing
¢ Repsol will not be required to provide any security.
Litigation: The following actions shall be dismissed with prejudice: (1) Case No.

21-02103-GLT in the United States Bankruptcy Court for the Western
District of Pennsylvania and captioned as Rockdale Marcellus
Holdings, LLC and Rockdale Marcellus, LLC v. UGI Texas Creet,
LLC, UGI Energy Services,
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Schedule 5.1(d)

Governmental Authorizations

None.
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11.

12.

13.

14.

15.
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Master Geophysical Data-Use License, dated as of December 18, 2017, by and between CGG
Land (811.8)) Inc, and Rockdale Marcellus, LLC as amended by that certain Supplement No. CGG-
Land-001, dated as of December 20, 2017,

Development Agreement dated April 24, 2018, by and between Rockdale Marcellus, LLC and
SWN Production Company, LLC.

Operating Agreement for the Cupper SW Gas Unit, dated October 1, 2018, by and between
SWN Production Company, LLC and Rockdale Marcellus, LLC.

Operating Agreement for the Cupper-Brown South Gas Unit, dated October I, 2018, by and
between SWN Production Company, LLC and Rockdale Marcellus, LLC,

Letter Agreement for the Repsol/Rockdale Leasehiold Trade in Tioga County, PA, dated July 27,
2020 by and between Repsol Oil & Gas USA, LLC and Rockdale Marcellus, LLC,

Material Contracts in that are in Default or Materially Breached by Seller

Sub-Sub-Sublease dated February 24, 2020, between Trace Midstream Management, LI.C and
Rockdale Marcellus, LLC for 7,212 sq. fi. office space in Suvite 950 at 945 Bunker Hill Road,
Houston, Texas 77024, Manthly Rent: $22,387.25 from 3/1/2021 to 2/28/2022; and $22,838.00
from 3/1/2022 to 11/30/2022.

Office Lease dated December 17, 2019, between Southpointe Two Lot 12 L.P. and Rockdale
Marcellus, LLC for 9,254 sq. R, office space in Suite 220 at 4600 J Barry Court, Canonsburg, PA
15317. Monthly Rent: $17,736.83 from January 1, 2020 to December 31, 2022 and $18,508
January 1 2023 through December 31, 2025,
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Schedule 5.1(1)
Unpaid Royalties, Rentals or Other Lease Burdens

None,
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Schedule 14.2(c)
Assumed Contracts

As provided in the Agreement, Purchaser may amend its designation of Assumed Contracts in this
Schedule 14.2.(¢) by excluding or including one or more Contracts at any time prior fo five {5) calendar
days before the commencement of the Sale Hearing. Any Contracts that are not set forth on this
Schedule 14.2(c), as such schedule may be amended from time to time as provided the Agreement, at
Closing, shall be deemed rejected, and shall be an Excluded Asset for all purposes.

1. The instrument(s) evidencing the Mineral Interest described as Item A in Exhibit A-1 to the
Agreement,

2. The Leases.

3. The instruments evidencing the Surface Interests,

4, Subject to Section 4.1(a)(iv) of the Agreement, (a) that certain Gas Gathering Agreement dated
October 31, 2017 by and between Rockdale Marcelius, LLC, and UGI Texas Creek, LLC (as
amended and in effect from time to time) and (b) that certain Base Contract for Sale and Purchase
of Natural Gas, dated as of December 27, 2017, by and between UGI Energy Services, LLC, and
Rockdale Marcellus, LIC, together with that certain Transaction Confirmation thereunder for the
delivery period 11/1/2020 - 10/31/2030.

5. [intentionally deleted].

6. Development Agreement dated April 24, 2018 by and between Rockdale Marcellus, LLC and SWN
Production Company, LLC,

7. Operating Agreement for the Cupper SW Gas Unit dated October 1, 2018 by and between SWN
Production Company and Rockdale Marcellus, LLC.

8. Operating Agreement for the Cupper-Brown South Gas Unit dated October 1, 2018 by and between
SWN Production Company, LL.C and Rockdale Marcellus, LLC.

9. Letter Agreement for the Repsol/Rockdale Leaschold Trade in Tioga County, PA, dated July 27,
2020 by and between Repsol Oil & Gas USA, LLC and Rockdale Marcellus, LLC.

The Cure Costs of each of the Contracts listed above are as set forth on Schedule 1 and Schedule 2 of the
Notice of Possible Assumption and Assignment of Certain Executory Contracts and Unexpired Leases in
Connection with Sale filed onn December 1, 2021 at Doc, No. 465 in the Chapter 11 Cases (and, to the extent
not provided therein, $0).
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December 9, 2022
Via email to: azuvich@pa.gov

Amy Zuvich

Chief Finance and Assessments

Bureau of Administration

Finance and Assessment Section
Pennsylvania Public Utility Commission
Commonwealth Keystone Building, 2" Floor
400 North Street

Harrisburg, PA 17120

Re: Repsol Oil & Gas USA, LLC’s Objection to PUC’s Imposition of Impact Fees for
Rockdale Marcellus, LLC and Rockdale Marcellus Holding, LLC’s Unconventional
Gas Welling Drilling Operations in 2021

Dear Ms. Zuvich:

I am writing on behalf of my client, Repsol Oil & Gas USA, LLC (“Repsol”), regarding the
enclosed Impact Fee Statement that Repsol first received from the Pennsylvania Public Utility
Commission on December 1, 2022. The Statement pertains to impact fees related to
unconventional gas well drilling operations conducted by Rockdale Marcellus, LLC and Rockdale
Marcellus Holdings, LLC during the 2021 calendar year.

Repsol has disclaimed any liability for the payment of these fees in the matter captioned, “In re:
Rockdale Marcellus, LLC, et al.,” docketed at No. 21-22080, and currently pending before the
United States Bankruptcy Court for the Western District of Pennsylvania. Consistent with its
position in that proceeding and to reserve its rights in the event of any subsequent proceedings,
Repsol respectfully renews its objection to the imposition of the impact fees described in the
Statement.

Sincerely,

Keith J. Coyle, Esq.
Enclosure

Cc:  Casey Alan Coyle (via email) (ccoyle@babstcalland.com)
John Herzog (via email) (jherzog@pa.gov)
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Christopher Perkins (via email) (cperkins@eckertseamans.com)
Jacob Hanley (via email) (jhanley@eckertseamans.com)
Nicholas F. Borsuk (via email) (NBorsuk@eckertseamans.com)
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December 16, 2022

Via Hand Delivery

Secretary Rosemary Chiavetta

Pennsylvania Public Utility Commission
Commonwealth Keystone Building, 2™ Floor
400 North Street

Harrisburg, PA 17120

Re:  Repsol Qil & Gas USA, LLC’s Amended Objections to PUC’s Imposition of Spud
Fees for Rockdale Marcellus, LLC and Rockdale Marcellus Holding, LLC’s
Unconventional Gas Welling Drilling Operations for the 2021 Calendar Year

Dear Secretary Chiavetta:

I am writing on behalf of my client, Repsol Oil & Gas USA, LLC (“Repsol”), regarding the
enclosed Spud Fee Statement that Repsol first received from the Pennsylvania Public Utility
Commission (“Commission”) on December 1, 2022. The Statement pertains to impact fees related
to unconventional gas well drilling operations conducted by Rockdale Marcellus, LLC and
Rockdale Marcellus Holdings, LLC (collectively “Rockdale™) on 72 unconventional gas wells
during the 2021 calendar year. On December 14, 2022, Repsol submitted Objections to the
imposition of those fees, which are in the process of being docketed. Pursuant to 66 Pa.C.S.
§5610(c), as incorporated by reference into 58 Pa.C.S. §2303(c), Repsol submits these Amended
Objections to the Commission’s imposition of those fees.

Background

In 2012, the General Assembly enacted Act 13 to overhaul the state’s oil and gas laws. Act 13
provides for, inter alia, the imposition of certain fees on unconventional gas well producers. 58
Pa.C.S. §§2302, 2303. One type of fee is an impact fee. An impact fee is assessed on every
producer of natural gas from an unconventional well “spud” in the Commonwealth where
authorized by the County or municipality in which the well is located, if the County in which the
well is located passes an ordinance authorizing the imposition of such a fee or 50% of its
municipalities pass resolutions authorizing the imposition of such fee. 58 Pa.C.S. §2302.!

The impact fees for all unconventional wells are imposed on an annual flat, per-well basis, and
calculated using the average annual price of natural gas during the calendar year in which the fee
is assessed. 58 Pa.C.S. §2301. Producers from unconventional wells are responsible under Act
13 for self-reporting the amount of a well’s production for each calendar year and are obligated to
remit any impact fees owed to the Commission, along with a $50.00 per-well administrative fee.

158 Pa.C.S. §2301 (defining “spud” as “[t]he actual start of drilling of an unconventional gas well).

Suite 602 | 50S 9th Street NW | Washington, DC 20004 | 1 202.853.3455 | ¢ 202.853.3491 | bhabstcalland.com
Babst, Calland, Clements and Zomnir, P.C.
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Snyder Bros., Inc. v. PUC, 198 A.3d 1056, 1059 (Pa. 2018). Specifically, a producer is required
to file an annual report with the Commission on or before April | detailing the number of
unconventional gas wells for the previous calendar year. 58 Pa.C.S. §2301; see also Act 13 of
2012—Implementation of Unconventional Gas Well Impact Fee Act, Clarification Order
Regarding Chapter 23, PUC Docket No. M-2012-2288561 (Order entered Dec. 20, 2012) at 11.
Along with the Act 13 report, producers are required to submit payment of the impact fee to the
Commission on or before April 1. 58 Pa.C.S. §2303(a); see also Act 13 of 2012—Implementation
of Unconventional Gas Well Impact Fee Act, Clarification Order Regarding Chapter 23, PUC
Docket No. M-2012-2288561 (Order entered Dec. 20, 2012) at 11.

In addition to an impact fee, producers of unconventional gas wells are assessed a spud fee. The
spud fee is an annual administrative charge intended to cover the actual costs of the Commission
administering and enforcing Act 13. 58 Pa.C.S. §2303(¢c)(1). The spud fee cannot exceed $50 per
spud unconventional gas well on each producer. 58 Pa.C.S. §2303(c)(1). A producer must pay
the spud fee within 30 days of the receipt of the assessment notice from the Commission. 58
Pa.C.S. §2303(c)(1).

Notably, producers may transfer certain interests in and to their unconventional gas wells to other
producers under Act 13. Act 13 of 2012—Implementation of Unconventional Gas Well Impact
Fee Act, Proposed Rulemaking Order, PUC Docket No. L-2013-2375551 (Order entered Oct. 17,
2013) at 16-17 n.23. The Commission has addressed the responsibility for the payment of the
impact fee where the producer for a particular well changes. Act 13 of 2012—Implementation of
Unconventional Gas Well Impact Fee Act, Clarification Order Regarding Chapter 23, PUC Docket
No. M-2012-2288561 (Order entered Dec. 20, 2012) at 11-12; see Act 13 of 2012—
Implementation of Unconventional Gas Well Impact Fee Act, Proposed Rulemaking Order, PUC
Docket No. L-2013-2375551 (Order entered Oct. 17, 2013) at 16-17 n.23. The Commission has
previously said that, “[w}hen a producer for a particular well changes, the producer responsibie for
filing an Act 13 report on April 1 is responsible for paying the impact fee.” PUC v. Xtreme Energy
Corp., Initial Decision, PUC Docket No. C-2017-25999145, 2019 WL 2250766, at *13 (PUC May
7,2019).2

Rockdale owned and operated 72 unconventional gas wells located in Northeastern Pennsylvania
(the “Rockdale Wells™). Rockdale began owning and operating the Rockdale Wells in 2017 and
continued to own and operate them through the entirety of 2021. Rockdale held a permit issued
by the Department to sever natural gas for sale, profit, or commercial use from unconventional gas
wells in Pennsylvania throughout that time. Rockdale thus qualified as a “producer” as defined by
Act 13. 58 Pa.C.S. §2301. As an unconventional gas well producer in Pennsylvania, Rockdale
was subject to the annual impact fee and annual spud fee imposed by Act 13 for the Rockdale

2 See Act 13 of 2012—Implementation of Unconventional Gas Well Impact Fee Act, Clarification Order Regarding
Chapter 23, PUC Docket No. M-2012-2288561 (Order entered Dec. 20, 2012) at 11-12 (“The issue of responsibility
for the payment of the impact fee has arisen where the producer for a particular well changes. . . . Our interpretation
of [58 Pa.C.S. §2303(b)] is that the producer [iling the report is responsible for paying the impact fee.”); Act 13 of
2012—Implementation of Unconventional Gas Well Impact Fee Act, Proposed Rulemaking Order, PUC Docket No.
L-2013-2375551 (Order entered Oct. 17, 2013) at 16-17 n.23 (“The Commission realizes that producers may
transfer certain interests in and to their unconventional gas wetls to other producers. As such, the Commission has
determined that the producer filing the annual producer report by April 1 of each year is responsible for paying the
impact fee.”).
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dated ““02/09/22.” (Ex. B). Neither Statement provided any rationale for the assessment. (Ex. B).
Both Statements are marked “PAST DUE", even though Repsol received them for the first time
on December 1, 2022, and Act 13 affords a producer 30 days from receipt of notice from the
Commission to remit payment. (Ex. B). On December 6, 2022, the Commission filed a Motion
for Leave to File Proof of Claim in the Bankruptcy Court. In re: Rockdale Marcellus, LLC, No.
21-22080 (Bankr. W.D. Pa.), Dkt. 1305. As part of that Motion, the Commission stated that it had
“begun the process to initiate state court proceedings against Repsol” for the 2021 Impact Fees
and asked the Court to consider its proof of claim for those fees timely filed “pending the result of
state court proceeding against Repsol.” [n re: Rockdale Marcellus, LLC, No. 21-22080 (Bankr.
W.D. Pa.), Dkt. 1305 §22. The Commission has not initiated any proceeding against Repsol to
date. Nonetheless, Repsol has advised the Commission in recent correspondence that Repsol
remains opposed to the imposition of the 2021 Impact Fees and opposes the imposition of the 2021
Spud Fees.

Act 13 provides that a producer must follow the procedure set forth in Section 510(c), (d), and (e)
of the Public Utility Code to challenge the imposition of a spud fee. 58 Pa.C.S. §2303(c)(1).
Section 510 requires a public utility to file objections with the Commission within 15 days after
receipt of an assessment notice. 66 Pa.C.S. §510(c). Section 510(c) provides that, after notice to
the objector, the Commission shall hold a hearing on the objections. 66 Pa.C.S. §510(c). Act I3
does not set forth any process for a producer to challenge the imposition of an impact fee. Act 13
provides no mechanism that would allow a producer to pay under protest the amount of any impact
or spud fees. Act 13 contains no mechanism by which the Commission could refund any impact
or spud fees that were paid and disbursed to a municipality, but thereafter determined not to be
due and owing or otherwise to have been erroneously paid.

In Snyder Brothers, Inc. v. PUC, No. 1043 CD 2015, 2020 WL 587012 (Pa. Commw. Ct. Feb. 6,
2020), the Commonwealth Court found that “[Act 13] fails to provide a producer with a meaningful
post-deprivation remedy in the form of a refund for impact fee payment that the Commission, or
an appellate court in a subsequent appeal, determines were paid erroneously and/or in
contravention to the faw.” Snyder Bros., 2020 WL 587012, at *6. The Commonwealth Court
further determined that, “[b]y employing a procedure that deprives [a producer] of its property
without affording [the producer] an opportunity to meaningfully challenge that deprivation and
attain full relief, Act 13 effectuates a violation of [the producer’s] due process rights under the
Fourteenth Amendment of the U.S. Constitution.” Snyder Bros., 2020 WL 587012, at *6. The
Commonwealth Court held “Act 13 lacks adequate, post-deprivation procedural safeguards and
that the statute, on its face, amounts to and sanctions an unconstitutional deprivation of property
without due process of law.” Snyder Bros., 2020 WL 587012, at *6.

While Repsol may be able to use the process prescribed in 58 Pa.C.S. §2303(c), 66 Pa.C.S. §510(c),
and to the extent that it remains valid, 66 Pa.C.S. §510(d)-(e) to contest the 2021 Spud Fees,’
Repsol cannot avail itself of any such process for the 2021 Impact Fees. Nonetheless, Repsol
potentially is subject to significant administrative penalties based on the Commission’s

5 Mercury Trucking, Inc. v. PUC, 55 A.3d 1056, 1076 (Pa. 2012) (finding that “Section 510(d)~(e) appears to be a
vestigial remnant of the repealed Public Utility Law, perhaps the result of a drafting oversight in a complicated
recodification process”).
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The Due Process Clause of the Fourteenth Amendment of the U.S. Constitution requires that
parties receive fair notice before being deprived of property. See, e.g., Mullane v. Central Hanover
Bank & Trust Co., 339 U.S. 306, 314 (1950). Generally, fair notice exists “if, by reviewing the
regulations and other public statements issued by the agency, a regulated party acting in good faith
would be able to identify, with ‘ascertainable certainty,” the standards with which the agency
expects parties to conform.” ExxonMobil Pipeline Co. v. U.S. Dep't of Transp., 867 F.3d 564,
578-79 (5th Cir. 2017).

Moreover, based on concerns rooted in notions of fundamental fairness, “the courts are also weary
of cases where a party was affirmatively misled by an administrative agency into believing that a
law or rule would apply or would not apply in a particular situation.” Snyder Bros., 2020 WL
587012, at *9. This is so “regardless of whether the misleading conduct was transmitted through
an agency’s interpretive rule, policy statement, or by representations made by an agency official.”
Id. Broadly speaking, the requirement of clear and adequate notice is not satisfied where the
administrative agency offers “baffling and inconsistent advice,” Satellite Broadcasting Co. v.
FCC, 824 F2d 1, 2 (D.C. Cir. 1987), and due process prohibits a person from being “penalized
for acting in conformance with prior agency guidance.” Snyder Bros., 2020 WL 587012, at *10
(citation and quotation marks omitted).

Until recently, the Commission consistently provided advice and guidance to the public and the
entities regulated under Act 13 that the producer responsible for filing an Act 13 report on April |
is responsible for paying the annual impact and spud fee where the producer for a particular well
changes. Act 13 of 2012—Implementation of Unconventional Gas Well Impact Fee Act,
Clarification Order Regarding Chapter 23, PUC Docket No. M-2012-2288561 (Order entered Dec.
20,2012) at 11-12; Act 13 of 2012—Implementation of Unconventional Gas Well Impact Fee Act,
Proposed Rulemaking Order, PUC Docket No. [.-2013-2375551 (Order entered Oct. 17, 2013) at
16-17 n.23; see PUC, Initial Decision, PUC Docket No. C-2017-25999145, 2019 WL 2250766, at
*13.

However, after the Commission learned that Rockdale’s unsecured creditors, including the
Commission, would likely receive a “de minimis distribution” from the residue of the estate, In re:
Rockdale Marcellus, LLC, No. 21-22080 (Bankr. W.D. Pa.), Dkt. 1274 924, the Commission
reversed course. Now, the Commission is taking the position that the producer who acquires an
interest in unconventional gas wells is a guarantor for the delinquent impact fees of the producer
from whom it acquires such interest—even if the acquiring producer did not own, operate, or have
any legal interest in the wells during the calendar year in question.

The Commission’s litigation position is patently at odds with the Commission’s prior conduct,
representations to the public and entities regulated under Act 13, and the Proposed Rulemaking
Order. Because the Commission failed to provide Repsol with fair and adequate notice that it
would be liable for the 2021 Spud Fees, the Commission violated Repsol’s due process rights.
Snyder Bros., 2020 WL 587012, at *13.
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Secretary Rosemary Chiavetta
December 16, 2022

Page 7
Sincerely,
/}/ﬁ&—\
Keith J. Coyle, Esq.
Enclosures
cc:  Casey Alan Coyle, Esquire (via email only) (ccovle@babstcalland.com)

Amy Zuvich (via email only) (azuvich@pa.gov)

John Herzog (via email only) (jherzog@pa.gov)

Christopher Perkins (via email only) (cperkins@eckertseamans.com)
Jacob Hanley (via email only) (jhanlev(@eckertseamans.com)
Nicholas F. Borsuk (via email only) (nborsuk@eckenseamans.com)




I&E Exhibit 4
Page 8 of 13



I&E Exhibit 4
Page 9 of 13




Exhibit 2 Page 3 of 3

Exhibit C  Page 3 of 3

I&E Exhibit 4

Case 21-22080-GLT Doc 1274-2 Filed 09/26/22 Entered 09/26/22 16:45:12 DesCPage 10 of 13

Case 21-22080-GLT Doc 1176-3 Filed 06/13/22 Entered 06/13/22 16:53:43 Desc

Commonwealth of Pennsylvania
Pennsylvania Public Utility Commission
P.O. Box 3265
Harrisburg, PA 17105-3265

ROCKDALE MARCELLUS LL.C
4600 J Barry Court

Suite 220

Canonsburg, PA 15317

PAST DUE

[ STATEMENT DATE [ STA?ET\AEQ'T“NUMBER

1( 1.35-0000330085-2

e e DSOS X et

[ + 02/09/2022

— e TR

SR REPORTING YEAR

g~ e D e }‘

r January 1, 2021 - December 31, 2021 |

SPUD FEE STATEMENT

Please contact Amy Zuvich at 717-783-6806
for questions concerning this statement.

‘Descriplion

Amount J

Spud fee for 72 Horizontal Gas Welis $3,600.00
Balance Due by April 1, 2022 $3,600.00
T WAKE CHECK PAVABLETOR - ] [T Reand e Payments =)
Commonweallh of Pennsylvama ' Bank: ' Wells Fargo Bank
_. FEIN: 01-0661737 I {ABA#: 121000248
R e 1A o syt < e e ey Account Name: Commonwealth of PA
MAIL PAYMENT TO: ! B
ek T A" P s o e ey S et Account #; ’
(PA PUC : - -
IBUREAU OF ADMINISTRATION/FISCAL OFFICE OBl Spud Fee
PO BOX 3265 -

‘HARRISBURG, PA 17105-3265
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RECEIVED
DEC 16 2022

PA PUBLIC UTILLIY COUMMISSION
SECRETARY'S BUREAU

EXHIBIT B
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STATEMENT DATE || STATEMENT-NUMBER
02/09/2022 21-35-0000339085-1

Commonwealth of Pennsylvania
Pennsylvania Public Utility Commission
P.O. Box 3265 [ REPORTING;YEAR ]
Harrisburg, PA 17105-3265

January 1, 2021 - December 31, 2021

REPSOL OIL & GAS USA LLC

337 DANIEL ZENKER DR :
HORSEHEADS NY 14845 IMPACT FEE STATEMENT

Please contact 'Amy Zuvich at 717-783-6806 for
questions cencerning this statement.

PAST DUE
[ Description Amour |
Impact fee for 72 Horizontal Gas Wells $1,428,100.00
Balance Due by Aprll 1, 2022 . $1,428,100.00
MAKE CHECK PAYABLE TO:
ACH!and Wire Payments:
Commonwealth of Pennsylvania Bank: - Wells Fargo Bank
FEIN: 01-0661737 ABAZ: 1210006248
Account Name: Commonwealth of PA
{MAIL PAYMENT TO: : o -
Account #; oo T
PA PUC
BUREAU OF ADMINISTRATION/FISCAL OFFICE OBI: Gas Well Fees
PO BOX 3265
HARRISBURG, PA 17105-3265

DEC 1 2022
- ST Repsol Oil & Gas USA,LLC ~ =

337 Daniel Zenker Drive
Harseherds, NY 14845

- —— ——
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission,
Bureau of Investigation and Enforcement

V. : Docket No. C-2025-

Repsol Oil and Gas USA, LLC

CERTIFICATE OF SERVICE

I hereby certify that I have this day served a true copy of the foregoing Formal
Complaint dated February 7, 2025, in the manner and upon the parties listed below, in

accordance with the requirements of 52 Pa. Code § 1.54 (relating to service by a party).

Served via Electronic Mail and Certified Mail

Keith J. Coyle, Esquire
Babst Calland
Suite 602
505 9th Street NW
Washington, DC 20004
kcoyle@babstcalland.com

fﬁu

LA - 4 1
b o ey

Lindsay Dearing Szymanski

Prosecutor

Bureau of Investigation & Enforcement
PA Attorney ID No. 317073

(717) 787-3663

liszymansk(@pa.gov



mailto:kcoyle@babstcalland.com
mailto:liszymansk@pa.gov
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