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        Warren's logo is a trademark or service mark of Warren. Other trademarks or service marks appearing herein are the property of their respective holders.

        As used in this document, "Warren", "the Company", "we", "us" and "our" refer to Warren Resources, Inc. and its subsidiaries. The term "Warren E&P"
refers to our wholly owned subsidiary Warren E&P, Inc.

        For abbreviations or definitions of certain terms used in the oil and gas industry and in this annual report on Form 10-K, please refer to the section
entitled "Glossary of Abbreviations and Terms".
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 PART I

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

        The statements contained in this annual report on Form 10-K that are not historical are "forward-looking statements," as that term is defined in
Section 27A of the Securities Act of 1933, as amended (the "Securities Act") and Section 21E of the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), that involve a number of risks and uncertainties.

        These forward-looking statements include, among others, the following:

• our ability to restructure our debt and the possibility that we may seek bankruptcy protection; 

• our ability to successfully and economically acquire, explore, develop and produce oil and natural gas resources; 

• our ability to obtain governmental and other permits and approvals; 

• the actual or potential impact of environmental and other governmental regulation; 

• our exploration and development drilling prospects, inventories, projects and programs; 

• our oil and natural gas reserve estimates; 

• volatility in commodity prices and market conditions for oil and natural gas; 

• our liquidity and ability to finance our acquisition, exploration and development operations and activities; 

• our future production, revenue, operating costs and results of operations; 

• the cost and availability of experienced labor; 

• our business and growth strategies; 

• our identified drilling locations; 

• availability and costs of drilling rigs, equipment and field services; 

• our ability to make and integrate acquisitions; and 

• our ability to effectively manage our areas of operations.

        These statements may be found under "Risk Factors," "Management's Discussion and Analysis of Financial Condition and Results of Operations,"
"Business and Properties" and other sections of this annual report on Form 10-K. Forward-looking statements are typically identified by use of terms such as
"may," "will," "could," "should," "expect," "plan," "project," "intend," "anticipate," "believe," "estimate," "predict," "potential," "pursue," "target" or "continue,"
the negative of such terms or other comparable terminology, although some forward-looking statements may be expressed differently.

        The forward-looking statements contained in this annual report on Form 10-K are largely based on our expectations, which reflect estimates and
assumptions made by our management. These estimates and assumptions reflect our best judgment based on currently known market conditions and other
factors. Although we believe such estimates and assumptions to be reasonable, they are inherently uncertain and involve a number of risks and uncertainties
that are beyond our control. In addition, management's assumptions about future events may prove to be inaccurate. Management cautions all readers that the
forward-looking statements contained in this annual report on Form 10-K are not guarantees of future performance, and we cannot assure any reader that such
statements will be realized or the forward-looking events and circumstances will occur. Actual results may differ materially from those anticipated or implied
in the forward-looking statements due to a number of factors, including:

• commodity price volatility;
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• domestic and worldwide economic conditions; 

• potential adverse changes in general economic conditions, including performance of financial markets, interest rates and unemployment rates; 

• unsuccessful drilling or operating activities; 

• the inability to develop our reserves through exploration and development activities; 

• the potential impact of environmental and other governmental regulation, including delays in obtaining governmental and other permits and
approvals, and impacts on competing energy sources as well as on natural gas; 

• possible legislative or regulatory changes, including severance or production tax regimes, hydraulic-fracturing regulation, additional drilling
and permitting regulations, oil and natural gas derivatives reform, changes in state, federal and foreign income taxes, environmental regulation
(including with respect to climate change and greenhouse gas emissions), environmental risks and liability under federal, state, foreign and
local environmental and other laws and regulations; 

• the failure to obtain sufficient capital resources to fund our operations; 

• our ability to service and repay our debt; 

• the extent to which natural gas markets in the United States become integrated with global natural gas markets through the approval and
development of infrastructure supporting the export of liquefied and other natural gas; 

• a decline in oil or natural gas production; 

• changes in the localized and global supply and demand fundamentals of natural gas and oil and transportation availability; 

• incorrect estimates of reserve quantities, operating costs and capital expenditures; 

• increases in the cost of drilling, completion and gas gathering or other costs of production and operations; 

• hazardous and risky drilling operations; and 

• an inability to grow.

        You should also consider carefully the statements under "Risk Factors" and other sections of this annual report on Form 10-K, which address additional
factors that could cause our actual results to differ from those set forth in the forward-looking statements.

        All forward-looking statements speak only as of the date of this annual report on Form 10-K. We do not intend to publicly update or revise any forward-
looking statements as a result of new information, future events or otherwise, except as required by law. These cautionary statements qualify all forward-
looking statements attributable to us or persons acting on our behalf.

Glossary of Abbreviations and Terms

        The following are abbreviations and definitions of certain terms commonly used in the oil and gas industry and this annual report on Form 10-K:

        Bbl.    One stock tank barrel, or 42 U.S. gallons liquid volume, used in reference to oil or other liquid hydrocarbons.

        Bbl/d.    One Bbl per day.

        Bcf.    One billion cubic feet of natural gas at standard atmospheric conditions.
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        Bcfe.    One billion cubic feet equivalent of natural gas, calculated by converting oil to equivalent Mcf at a ratio of 6 Mcf to 1 Bbl of oil.

        Boe.    Barrels of oil equivalent, with six thousand cubic feet of natural gas being equivalent to one barrel of oil.

        Btu or British thermal unit.    The quantity of heat required to raise the temperature of one pound of water by one degree Fahrenheit.

        Coalbed methane (CBM).    Natural gas formed as a byproduct of the coal formation process, which is trapped in coal seams and produced by non-
traditional means.

        Completion.    The installation of permanent equipment for the production of oil or natural gas, or, in the case of a dry well, to reporting to the
appropriate authority that the well has been abandoned.

        Condensate.    Liquid hydrocarbons associated with the production of a primarily natural gas reserve.

        Developed Acreage.    The number of acres which are allocated or assignable to producing wells or wells capable of production.

        Development well.    A well drilled into a proved natural gas or oil reservoir to the depth of a stratigraphic horizon known to be productive.

        Dewatering.    A coalbed methane well typically begins dewatering with almost all water production and little, or no, natural gas production. The
continuous production of water from a well that is dewatering reduces the water reservoir pressure on the coals. The reduced reservoir pressure enables the
release of the gas within the coal to the wellbore. This results in an increase in the amount of gas production relative to the amount of water production.
Dewatering ceases when peak gas production is reached.

        Dry hole or well.    An exploratory, development, or extension well that proves to be incapable of producing either oil or gas in sufficient quantities to
justify completion as an oil or gas well.

        Environmental assessment (EA).    A public document that analyzes a proposed federal action for the possibility of significant environmental impacts.
The analysis is required by the National Environmental Policy Act. If the environmental impacts will be significant, the federal agency must then prepare an
environmental impact statement.

        Environmental impact statement (EIS).    A detailed statement of the environmental effects of a proposed action and of alternative actions that is
required for all major federal actions.

        Exploitation.    The continuing development of a known producing formation in a previously discovered field. To make complete or maximize the
ultimate recovery of oil or natural gas from the field by work including development wells, secondary recovery equipment or other suitable processes and
technology.

        Exploration.    The search for natural accumulations of oil and natural gas by any geological, geophysical or other suitable means.

        Exploratory well.    A well drilled to find a new field or to find a new reservoir in a field previously found to be productive of oil or gas in another
reservoir.

        Farm-out or Farm-in.    An agreement where the owner of a working interest in an oil and gas lease assigns the working interest or a portion thereof to
another party who desires to drill on the leased acreage. Generally, the assignee is required to drill one or more wells in order to earn its
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interest in the acreage. The assignor usually retains a royalty or reversionary interest in the lease. The interest received by an assignee is a farm-in while the
interest transferred by the assignor is a farm-out.

        Field.    An area consisting of either a single reservoir or to multiple reservoirs, all grouped on or related to the same individual geological structural
feature and/or stratigraphic condition.

        Fracturing.    The technique of improving a well's production or injection rates by pumping a mixture of fluids into the formation and rupturing the
rock, creating an artificial channel. As part of this technique, sand or other material may also be injected into the formation to keep the channel open, so that
fluids or gases may more easily flow through the formation.

        Gross Acres.    The total acres in which we own any amount of working interest.

        Gross Wells.    The total number of producing wells in which we own any amount of working interest.

        Horizontal Drilling.    A drilling operation in which a portion of the well is drilled horizontally or laterally within a productive or potentially productive
formation.

        Identified drilling locations.    Total gross locations specifically identified and scheduled by management as an estimation of our multi-year drilling
activities on existing acreage. Our actual drilling activities may change depending on the availability of capital, regulatory approvals, seasonal restrictions,
natural gas and oil prices, costs, drilling results and other factors.

        Injection Well or Injector.    A well which is used to place water, liquids or gases into an underground zone to assist in maintaining reservoir pressure,
enhancing recoveries from the field, or disposal of produced water.

        Intangible Drilling and Development Costs.    Expenditures made for wages, fuel, repairs, hauling and supplies necessary for the drilling or
recompletion of an oil or gas well and the preparation of such well for the production of oil or gas, but without any salvage value, which expenditures are
generally accepted in the oil and gas industry as being currently deductible for federal income tax purposes. Examples of such costs include:

• ground clearing, drainage construction, location work, road building, temporary roads and ponds, surveying and geological work; 

• drilling, completion, logging, cementing, acidizing, perforating and fracturing of wells; 

• hauling mud and water, perforating, swabbing, supervision and overhead; 

• renting horizontal tools, milling tools and bits; and 

• construction of derricks, pipelines and other physical structures necessary for the drilling or preparation of the wells.

        Lease.    An instrument which grants to another (the lessee) the exclusive right to enter and explore for, drill for, produce, store and remove oil and
natural gas from the mineral interest, in consideration for which the lessor is entitled to certain rents and royalties payable under the terms of the lease.
Typically, the duration of the lessee's authorization is for a stated term of years and "for so long thereafter" as minerals are producing.

        MBbl.    One thousand barrels of oil or other liquid hydrocarbons.

        Mcf.    One thousand cubic feet of natural gas at standard atmospheric conditions.

        Mcf/d.    One Mcf per day.
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        Mcfe.    One thousand cubic feet equivalent of natural gas, calculated by converting oil to equivalent Mcf at a ratio of 6 Mcf to 1 Bbl of oil.

        MMBbl.    One million barrels of oil or other liquid hydrocarbons.

        MMBoe.    One million barrels of oil equivalent.

        MMBtu.    One million British thermal units.

        MMcf.    One million cubic feet of natural gas at standard atmospheric conditions.

        MMcf/d.    One MMcf per day.

        MMcfe.    One million cubic feet equivalent of natural gas, calculated by converting oil to equivalent Mcf at a ratio of 6 Mcf to 1 Bbl of oil.

        MMcfe/d.    One MMcfe per day.

        Net acres.    Gross acres multiplied by the percentage working interest owned by Warren.

        Net production.    Production that is owned by Warren less royalties and production due others.

        Net Revenue Interest.    An owner's interest in the revenues of a well after deducting proceeds allocated to royalty and overriding interests.

        Net wells.    The sum of all of Warren's full and partial well ownership interests (i.e., if we own 25% percent of 100% working interest in eight producing
wells, the total net producing well count would be two net producing wells).

        Number of Wells Drilled.    Refers to the number of wells completed at any time during the fiscal year, regardless of when drilling was initiatied.

        NYMEX.    New York Mercantile Exchange.

        Oil.    Crude oil, condensate and natural gas liquids.

        Operator.    The individual or company responsible for the exploration, exploitation and production of an oil or natural gas well or lease.

        Permeability.    A measure of the resistance or capacity of a geologic formation to allow water, natural gas or oil to pass through it.

        PDP.    Proved developed producing.

        PDNP.    Proved developed nonproducing.

        Plugging and abandonment.    Refers to the sealing off of fluids in the strata penetrated by a well so that the fluids from one stratum will not escape into
another or to the surface. Regulations of all states require plugging of abandoned wells.

        Productive Well.    An exploratory, development, or extension well that is not a dry well. A well that is found to be capable of producing hydrocarbons
in sufficient quantities such that proceeds from the sale of production exceed operating and production expenses and taxes.

        Proved developed non-producing reserves.    Proved developed reserves that do not qualify as proved developed producing reserves, including reserves
that are expected to be recovered from (i) completion intervals that are open at the time of the estimate, but have not started producing, (ii) wells that are shut
in because pipeline connections are unavailable or (iii) wells not capable of production for mechanical reasons.
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        Proved developed producing reserves.    Reserves that are being recovered through existing wells with existing equipment and operating methods.

        Proved developed reserves.    This term means "proved developed oil and gas reserves" as defined in Rule 4-10 of SEC Regulation S-X, and refers to
reserves that can be expected to be recovered through existing wells with existing equipment and operating methods.

        Proved reserves or proved oil and gas reserves.    This term means "proved oil and gas reserves" as defined in Rule 4-10 of SEC Regulation S-X and
refers to the quantities of oil and gas, which, by analysis of geoscience and engineering data, can be estimated with reasonable certainty to be economically
producible—from a given date forward, from known reservoirs, and under existing economic conditions, operating methods, and government regulations—
prior to the time at which contracts providing the right to operate expire, unless evidence indicates that renewal is reasonably certain, regardless of whether
deterministic or probabilistic methods are used for the estimation.

        Prospect.    A specific geographic area which, based on supporting geological, geophysical or other data and also preliminary economic analysis using
reasonably anticipated prices and costs, is deemed to have potential for the discovery of commercial hydrocarbons.

        PUD.    Proved undeveloped.

        Proved undeveloped reserves.    Proved reserves that are expected to be recovered from new wells on undrilled acreage or from existing wells where a
relatively major expenditure is required for recompletion.

        PV-10 Value.    The PV-10 of reserves is the present value of estimated future revenues to be generated from the production of the reserves net of
estimated production and future development costs and future plugging and abandonment costs, using the twelve-month arithmetic average of the first of the
month prices without giving effect to hedging activities or future escalation, costs as of the date of estimate without future escalation, without non- property
related expenses such as general and administrative expenses, debt service and depreciation, depletion, amortization and impairment and income taxes, and
discounted using an annual discount rate of 10%. See Footnote (1) to the table under oil and natural gas reserves-proved reserves in items 1 and 2.

        Re-entry.    Entering an existing well bore to redrill or repair.

        Recompletion.    The process of re-entering an existing wellbore that is either producing or not producing and completing new reservoirs in an attempt to
establish or increase existing production.

        Reserves.    This term is defined in Rule 4-10 of SEC Regulation S-X and refers to estimated remaining quantities of oil and gas and related substances
anticipated to be economically producible, as of a given date, by application of development projects to known accumulations. In addition, there must exist,
or there must be a reasonable expectation that there will exist, the legal right to produce or a revenue interest in the production, installed means of delivering
oil and gas or related substances to market, and all permits and financing required to implement the project.

        Reservoir.    A porous and permeable underground formation containing a natural accumulation of producible natural gas and/or oil that is confined by
impermeable rock or water barriers and is separate from other reservoirs.

        Royalty.    An interest in an oil and natural gas lease that gives the owner of the interest the right to receive a portion of the production from the leased
acreage, or of the proceeds of the sale thereof, but generally does not require the owner to pay any portion of the costs of drilling or operating the wells on the
leased acreage. Royalties may be either landowner's royalties, which are reserved by the owner of the leased acreage at the time the lease is granted, or
overriding royalties, which are usually reserved by an owner of the leasehold in connection with a transfer to a subsequent owner.
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        Secondary Recovery.    An artificial method or process used to restore or increase production from a reservoir after the primary production by the natural
producing mechanism and reservoir pressure has experienced partial depletion. Gas injection and water flooding are examples of this technique.

        Shut in.    A well suspended from production or injection but not abandoned.

        Spacing.    The number of wells which can be drilled on a given area of land under applicable laws and regulations.

        Standardized Measure of Discounted Future Net Cash Flows.    The discounted future net cash flows relating to proved reserves based on prices used in
estimating the reserves, year-end costs, and statutory tax rates, and a ten percent annual discount rate. The information for this calculation is included in the
note regarding disclosures about oil and gas producing activities contained in the Notes to Consolidated Financial Statements included in this Form 10-K.

        Tangible Drilling Costs.    Expenditures necessary to develop oil or gas wells, including acquisition, transportation and storage costs, which typically
are capitalized and depreciated for federal income tax purposes. Examples of such expenditures include:

• well casings; 

• wellhead equipment; 

• water disposal facilities; 

• metering equipment; 

• pumps; 

• gathering lines; 

• storage tanks; and 

• gas compression and treatment facilities.

        Undeveloped acreage.    Lease acreage on which wells have been not drilled or completed to a point that would permit the production of commercial
quantities of natural gas and oil regardless of whether such acreage contains proved reserves.

        Ultimate recovery.    The total expected recovery of oil and gas from a producing well, leasehold, pool or field.

        Waterflood.    A secondary recovery operation in which water is injected into the producing formation in order to maintain reservoir pressure and force
oil toward and into the producing wells.

        Working Interest.    An interest in an oil and natural gas lease that gives the owner of the interest the right to drill for and produce oil and natural gas on
the leased acreage and requires the owner to pay a share of the costs of drilling and production operations.

        Workover.    Remedial operations on a well conducted with the intention of restoring or increasing production from the same zone, including by
plugging back, squeeze cementing, reperforating, cleanout and acidizing.

 Items 1 and 2:    Business and Properties

Overview

        We are an independent energy company engaged in the exploration, development and production of domestic onshore crude oil and natural gas reserves.
We focus our efforts primarily on the development of our waterflood oil recovery properties in the Wilmington field within the Los Angeles
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Basin of California, our position in the Marcellus Shale gas in northeastern Pennsylvania and our coalbed methane, or CBM, natural gas properties located in
Wyoming.

        As of December 31, 2015, we owned natural gas and oil leasehold interests in approximately 106,335 gross (80,546 net) acres, approximately 66% of
which are undeveloped. Substantially all our undeveloped acreage is located in Wyoming. We have identified approximately 140 gross drilling locations in
our Wilmington field units. Additionally, we have identified approximately 140 gross drilling locations on our acreage in Wyoming, primarily based on 80-
acre well spacing, and 74 gross drilling locations in the Marcellus Shale.

        As of December 31, 2015, we had estimated net proved reserves of 40.2 MMBoe, with a PV-10 Value of $96 million, based on a reserve report prepared
by Netherland, Sewell & Associates, Inc. These estimated net proved reserves include 13 MMBbls in our Wilmington units (32%), 95 Bcfe in our Marcellus
field in Pennsylvania (39%) and 66 Bcfe primarily in our CBM program in the Washakie Basin (27%) in Wyoming. These estimated net proved reserves are
located on approximately 34% of our total net acreage.

        As of December 31, 2015, we had interests in 570 gross (411.3 net) producing wells and are the operator for 94% of these wells. For the fourth quarter of
December 2015, our average daily production was 2,300 barrels of oil equivalent per day ("MBoe/d") gross (14.3 MBoe/d net).

        As of December 31, 2015, our common stock is traded on the NASDAQ Global Market ("NASDAQ") under the trading symbol "WRES." The Company
has received notice from NASDAQ of potential delisting. For more information on the potential delisting of our common stock see "Item 1A: Risk Factors—
Risks Relating to Ownership of Our Common Stock." The Company was incorporated on June 12, 1990 as a Delaware corporation for the purpose of
acquiring and developing oil & gas properties. In 2004, the Company was reincorporated as a Maryland corporation.

Business Strategy

        The principal elements of our business strategy are designed to maintain and grow our oil and gas reserves, production volumes and cash flows at a
positive return on invested capital. We intend to accomplish this by focusing on the following key strategies:

• Improve the Capital Structure.  The prolonged decline in natural gas and oil commodity pricing, has given rise to certain liquidity issues. As a
result, we elected to not make the approximately $7.5 million interest payment due February 1, 2016 on our unsecured 9.000% Senior Notes
due 2022 (the "Senior Notes") and have initiated discussions with our lenders with respect to reaching an agreement regarding a consensual,
out-of-court restructuring of our indebtedness. A failure to achieve such an agreement will likely necessitate seeking protection from its
creditors through a bankruptcy proceeding, in order to preserve and maximize value for its stakeholders. We are also working with our lenders
to evaluate whether a consensual restructuring should be effected outside or through a bankruptcy proceeding.
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• Exploit Existing Properties Through the Drillbit.  We have identified multiple drilling opportunities located in mature fields with established
production profiles and supported by existing infrastructure and end markets. To the extent that hydrocarbon prices recover, our liquidity is
adequate and positive discussions with our lenders and other constituents continue, we will seek to maximize the value of our existing asset
base by developing those locations that have production and reserve growth potential while also attempting to control production costs.
Financial constraints are expected to limit any material spending in this regard until 2017. 

• Increase Production and Increase Proved Developed Producing Reserves from our Existing Oil and Gas Asset Base.  To the extent
economically feasible and subject to adequate liquidity and positive discussions with our lenders and other constituents, we intend to increase
our proved reserves and production in future years by drilling wells on our properties with undeveloped reserves or with resource potential,
which represents approximately 66% of our acreage position at December 31, 2015. Our ability to restructure our debt will determine the
extent that we may pursue these opportunities. 

• Reduce Costs Through Economies of Scale and Efficient Operations.  As we strive to improve our capital structure in order to increase our
production and develop our existing properties, we expect that our costs will benefit from interest rate relief and economies of scale gained by
continued consolidation of operations. We seek to exert more control over costs and timing in our exploration, development, production and
operating activities. 

• Control Operations and Costs.  We seek to serve as the operator of the wells in which we have a significant interest. As the operator, we are
better positioned to control the timing and plans for future enhancement and exploitation efforts, the costs of drilling, completing, enhancing
and producing the wells, and the marketing negotiations for our gas and oil production. We believe this enables us to maximize both
production volumes and wellhead prices.

Business Strengths

        Balanced Asset Portfolio.    Since 1999, we have grown our asset base and diversified our production through California oil property acquisitions in the
Los Angeles Basin and natural gas property acquisitions in the Atlantic Rim Prospect, Washakie Basin in southwestern Wyoming and the Marcellus Shale
play in eastern Pennsylvania. We believe our diverse asset base provides us with the flexibility to reallocate capital among our assets depending on
fluctuations in natural gas and oil prices, as well as area economics.

        Long-Lived Proved Reserves with Stable Production Characteristics.    Our properties generally have long reserve lives and reasonably stable and
predictable well production characteristics, with a ratio of total estimated proved reserves to production of approximately 16 years.

        Low-Risk Multi-Year Drilling Inventory in Established Resource Plays.    Most of our drilling locations are located in proven resource plays that
possess low geologic risk and lead to predictable drilling results. We have identified approximately 140 gross drilling locations in our California assets that
have an average vertical depth of less than 4,000 feet and are located in areas where we are an established driller and producer and 74 gross drilling locations
in the Marcellus Shale.

        Operational control and financial flexibility.    As of December 31, 2015, we were the operator of record for 94% of our producing wells. We generally
prefer to retain operating control over our properties, which allows us to more effectively control operating costs, timing of development activities and
technological enhancements, marketing of production, and allocation of our capital budget. In addition, the timing of most of our capital expenditures is
discretionary, which allows us a significant degree of flexibility to adjust the size of our capital budget. In response to a decline in commodity prices and
current market conditions, we have reduced our expected capital expenditure budget for
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2016 to an estimated $3 million, compared to $19 million of actual capital expenditures in 2015. Because of the decline in oil and gas prices, we have
chosen to finance our 2016 capital expenditure budget primarily through our internally generated operating cash flows.

        Experienced management and operational teams.    Our core team of technical staff and operating managers have broad industry experience, including
experience in horizontal and directional drilling, waterflood recovery operations, Marcellus development and CBM development and completion. Each of
our operational teams in our Pennsylvania, California and Wyoming projects has extensive operating experience in their respective geographic areas. We
continue to utilize technologies and waterflood recovery practices that will allow us to optimize production and improve the ultimate recoveries of crude oil
on our California properties.

Areas of Development Activities

        Our development activities are focused primarily on waterflood oil recovery projects in the Wilmington field in California, CBM projects in Wyoming
and our Marcellus Shale project that utilizes horizontal drilling and hydraulic fracturing techniques to develop dry natural gas. The table below highlights
our main areas of activity as of December 31, 2015:

California Projects

Wilmington Townlot Unit

        Our Wilmington Townlot Unit ("WTU") is located in the Wilmington field within the Los Angeles Basin of California. The WTU, a unitized oil field
consisting of 1,440 gross (1,424 net) acres, has produced more than 150 million barrels of oil from primary and secondary production. All the working
interests in the WTU are subject to the terms and provisions of a unit operating agreement. We own an approximate 98.9% undivided working interest in the
WTU.

        During December 2015, we averaged 2,390 barrels of oil per day ("Bbls/d") gross, (1,937 Bbls/d net) production in the WTU, compared to 3,193 Bbls/d
gross (2,588, Bbls/d net) production during December 2014. As of December 31, 2015, there were 143 gross (141 net) producing wells. In addition, estimated
proved reserves as of December 31, 2015 were 11.0 MMBbls gross (9.0 MMBbls net), of which approximately 64% are PDP or PDNP and 36% are PUDs. We
seek to develop our PUD reserves using directional and horizontal drilling and secondary recovery techniques, such as a waterflood recovery.
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Area  Gross Acres  Net Acres  

Net
Undeveloped

Acreage  
Atlantic Rim Project, Wyoming   90,777  70,544  47,705 
Wilmington Field, California   2,476  2,460  1,084 
Marcellus, Pennsylvania   6,513  5,288  2,608 
Pacific Rim Project, Wyoming   197  87  87 
Other(1)   6,372  2,167  1,477 

Total   106,335  80,546  52,961 

(1) Includes conventional oil and gas properties located primarily in New Mexico, Colorado, North Dakota and Texas.
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North Wilmington Unit

        The North Wilmington Unit ("NWU"), a unitized oil field consisting of 1,036 gross and acres, is located in the Wilmington oil field adjacent to our
existing WTU. All working interests in the NWU are subject to the terms and provisions of a unit operating agreement. We own a 100% working interest and
an approximate 84.7% net revenue interest in the NWU, including existing wells, certain equipment and certain surface properties.

        During December 2015 we averaged 521 Bbls/d gross, (442 Bbls/d net) production in the NWU. As of December 31, 2015 there were 42 gross and net
producing wells in the NWU. In addition, estimated proved reserves as of December 31, 2015 were 4.7 MMBbls gross (4.0 MMBbls net), of which 27% are
PDPs and 73% are PUDs.

Pennsylvania Marcellus Shale Project

        Our Pennsylvania properties consist of a concentrated, contiguous acreage position located in Wyoming County, Pennsylvania in the northeast portion
of the Marcellus Shale. We operate approximately 6,512 gross (5,289 net) acres in the Lower Marcellus Shale and 6,512 gross (3,966 net) acres in the Upper
Marcellus Shale. We hold an approximate 75% working interest and an approximate 60% net revenue interest in these Lower Marcellus assets and an
approximate 56% working interest and 45% net revenue interest in these Upper Marcellus assets . The Marcellus assets had net average gas production for the
three months ended December 31, 2015 of approximately 63.9 MMcfe/d. We have 30 gross (22.5 net) producing wells in the Lower Marcellus and 3 gross
(1.7 net) producing wells in the Upper Marcellus. We have identified 24 additional drilling locations in the Lower Marcellus and 1 additional drilling
location in the Upper Marcellus, which we may or may not choose to develop. Estimated net proved reserves as of December 31, 2015 were 95.2 Bcfe, of
which 92% are PDP.

Atlantic Rim Projects in the Washakie Basin, Wyoming

        The Washakie Basin is located in the southeast portion of the Greater Green River Basin in southwestern Wyoming and represents our largest acreage
position. As of December 31, 2015, we owned 90,777 gross (70,544 net) acres for CBM development in this area, of which 47,705 net acres were
undeveloped. This area contains approximately 140 gross identified potential drilling locations, primarily based on 80-acre well spacing. As of December 31,
2015, the estimated gross recoverable proved reserves in this basin were 106.0 Bcf gross (64.6 Bcf net) based on 80-acre well spacing.

        In addition to this acreage, we have the rights to drill and develop the deeper, conventional formations ("deep rights") in some, but not all, of the acreage
in the Atlantic Rim area. We own approximately 60,217 gross (50,896 net) undeveloped acres of deep rights inside the Spyglass Hill Unit, and approximately
12,745 gross (8,054 net) undeveloped acres of deep rights outside the Spyglass Hill Unit, for a total of 72,961 gross (58,949 net) undeveloped acres in the
entire Atlantic Rim area.

        The net average gas production for our Wyoming assets for the three months ended December 31, 2015 was approximately 11.5 MMcfe/d. We have 316
gross (199.1 net) producing wells in the Washakie Basin. We have identified 140 additional potential drilling locations in our assets in the Basin. Estimated
net proved reserves as of December 31, 2015 were 242.2 Bcfe, of which 60% and 20%, respectively, are PDP and PDNP.

Atlantic Rim Project

        Our Atlantic Rim project comprises approximately 90,777 gross (70,544 net) acres on the eastern rim of the Washakie Basin. As of December 31, 2015,
we had drilled a total of 316 wells on this average. Currently, we are developing our acreage in the Atlantic Rim project within the Spyglass Hill Unit.
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Spyglass Hill Unit

        Warren operates the U.S. Bureau of Land Management (the "BLM") approved Spyglass Hill Unit in the Atlantic Rim area, which covers approximately
113,290 total gross acres (the "Unit"). The Spyglass Hill Unit contains three Participating Areas in which all producing wells are situated, being the Grace
Point, Sun Dog and Doty Mountain Participating Areas.

Spyglass Hill Unit

        Warren also owns interests in undeveloped leases in the southern portion of the Atlantic Rim Project, which are prospective for multiple deep formations.
These leases are perpetuated by operations or production, and are subject to other Unit requirements. The BLM requires the drilling of 25 CBM wells per year
under the Spyglass Hill Unit Agreement. In 2015, Warren drilled no CBM wells within the Unit. However, on September 2, 2015 the BLM granted Warren a
deferral of the 25 well requirement for 2015, conditioned upon (i) the BLM's periodic approval of Warren's activities within an optimization program
designed by Warren and (ii) Warren drilling 25 CBM wells by September 11, 2016. The optimization program is currently being conducted, and includes
certain remedial operations and evaluations in connection with a hydrology study obtained by Warren. By the terms of the BLM conditional deferral, in the
event the optimization program is discontinued or not approved by the BLM, or if Warren fails to drill 25 wells by September 11, 2016, the BLM may
permanently contract (reduce) the Spyglass Hill Unit to the areas within the three (3) Participating Areas, described above. If such a Unit contraction event
occurred, producing wells would not be affected and the leases removed from the Unit would be subject to various terms and BLM rules, including generally,
a two (2) year guarantee after contraction.

Midstream Assets

        Warren owns a 100% interest in the gas gathering, compression and pipeline midstream assets which serve the Atlantic Rim Project. The midstream assets
consist of gathering and compression equipment and a 59-mile pipeline that transports gas from the gathering systems throughout the Spyglass Hill Unit area
to the Wyoming Interstate Company (WIC) interstate gas transportation pipeline.

Sun Dog Participating Area

        Currently, the Sun Dog Participating Area contains 113 wells. During December 2015, production from 113 producing wells averaged approximately
5,253 gross Mcf/d of gas and approximately 45,000 Bbls/d of water. Based on a report from Netherland, Sewell & Associates, Inc. as of December 31, 2015,
estimated proved reserves for the wells in the Sun Dog sub-area were 54.9 gross (31.3 net) Bcf. We currently own a working interest of approximately 69% in
the wells drilled in the Sun Dog Participating Area.

Doty Mountain Participating Area

        The Doty Mountain Participating Area currently contains 81 CBM wells on 80-acre spacing. During December 2015, these wells were producing
approximately 12,342 gross Mcf/d of natural gas
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Participating Areas  
Total Acres in

Participating Area  

Warren
Gross Acres in

Participating Area  

Warren
Net Acres in

Participating Area  
"A"; Grace Point   6,362.13  6,082.13  5,157.11 
"B"; Doty Mountain   11,494.67  10,334.67  9,118.40 
"C"; Sun Dog   11,091.08  10,406.20  7,688.77 

Total   28,947.88  26,823.00  21,964.28 
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and 32,000 Bbls/d of water. Based on a report from Netherland, Sewell & Associates, Inc. as of December 31, 2015, estimated proved reserves for the wells in
the Doty Mountain sub-area were 49.3 gross (32.0 net) Bcf. We currently own an approximate 79% working interest in the wells drilled in the Doty Mountain
Participating Area.

Grace Point Participating Area

        The Grace Point Participating Area contains 51 CBM wells on 80-acre spacing. During December 2015, these wells produced approximately 760 gross
Mcf/d of natural gas and 21,000 Bbls/d of water. Based on a report from Netherland, Sewell & Associates, Inc. as of December 31, 2015, estimated proved
reserves for the wells in the Grace Point Participating Area were 1.8 gross (1.3 net) Bcf. We own an approximate 81% working interest in the wells drilled in
the Grace Point Participating Area.

Catalina Unit

        The Catalina Unit is operated by Escalera Resources, Inc., and consists of 71 CBM wells. During December 2015, gross production from the Catalina unit
averaged approximately 9,165 gross Mcf/d of natural gas and approximately 65,000 Bbls/d of water. Warren currently owns a working interest of
approximately 13.4% in the Catalina Unit. Warren's current working interest in the unit is 22.22%

Deep Rights

        Warren owns certain deep rights below a portion of the Atlantic Rim CBM Project, which include an approximate 58,949 net acre position that is
potentially prospective for hydrocarbon production from the Niobrara Shale and other deep formations. The acreage is primarily located in the southern
portion of the Eastern Washakie Basin in Wyoming and is adjacent to and north of the Colorado border. Deep drilling activity offsetting our acreage position
took place in 2015 and is tracked by the company on a consistent basis.

        Warren estimates that the Niobrara Shale formation is at depths between 4,000 and 10,000 feet. Successful Niobrara Shale oil wells have been developed
in southern Wyoming and northern Colorado. The Company is considering possibilities for developing the Niobrara Shale and other deep formations,
including joint ventures, cooperative development agreements and joint participation agreements.

Oil and Natural Gas Reserves

Third Party Reserve Reporting and Controls Over Reserve Report

        The reserves estimates shown herein for the years ended December 31, 2015 and 2014 have been independently evaluated by Netherland, Sewell &
Associates, Inc. ("NSAI"), a worldwide leader of petroleum property analysis for industry and financial organizations and government agencies. NSAI's Letter
is filed as an exhibit to this Form 10-K. NSAI was founded in 1961 and performs consulting petroleum engineering services under Texas Board of
Professional Engineers Registration No. F-2699. Within NSAI, the technical persons primarily responsible for preparing the estimates set forth in the NSAI
reserve report incorporated herein are Mr. C. Ashley Smith and Mr. Shane M. Howell. Mr. Smith has been practicing consulting petroleum engineering at
NSAI since 2006. Mr. Smith is a Licensed Professional Engineer in the State of Texas (No. 100560) and has over 15 years of practical experience in petroleum
engineering, with over 9 years of experience in the estimation and evaluation of reserves. Mr. Howell is a Licensed Professional Geoscientist in the State of
Texas, Geology (No. 11276) and has over 18 years of practical experience in petroleum geosciences, with over 10.5 years of experience in the estimation and
evaluation of reserves. These NSAI reserve estimates are reviewed by our in-house petroleum engineers and geoscientists who oversee and control preparation
of the reserve report data by working with NSAI to ensure the integrity, accuracy and timeliness of data furnished to NSAI for their evaluation process.
Warren's technical person who was primarily
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responsible for overseeing the preparation of our reserve estimates was its Vice President of Operations. He has over 9 years of experience in the oil and gas
industry, including 6 years as either a reserve evaluator or manager. His professional qualifications include a bachelor's degree in Petroleum Engineering from
the Colorado School of Mines and membership in the Society of Petroleum Engineers.

        The reserves information in this annual report on Form 10-K represents only estimates. There are a number of uncertainties inherent in estimating
quantities of proved reserves, including many factors beyond our control, such as commodity pricing. Reserve engineering is a subjective process of
estimating underground accumulations of oil and natural gas that cannot be measured in an exact manner. The accuracy of any reserve estimate is a function
of the quality of available data and of engineering and geological interpretation and judgment. As a result, estimates of different engineers may vary. In
addition, results of drilling, testing and production subsequent to the date of an estimate may lead to revising the original estimate either negatively or
positively. Accordingly, initial reserve estimates are often different from the quantities of oil and natural gas that are ultimately recovered. The
meaningfulness of such estimates depends primarily on the accuracy of the assumptions upon which they were based. Except to the extent that we
successfully develop our inventory of probable and possible locations, have positive revisions, acquire additional properties containing proved reserves or
conduct successful exploration and development activities or both, our proved reserves will decline as reserves are produced. For additional information
regarding estimates of proved reserves, the preparation of such estimates by NSAI and other information about our oil and natural gas reserves, see Note K Oil
and Gas Reserve Data (Unaudited) to the Consolidated Financial Statements in Item 8.

        The current SEC rules require that the reserve estimates are based on the 12-month unweighted arithmetic average of the first-day-of-the-month price for
each month in the period January through December 2015. For oil volumes, the average West Texas Intermediate posted price of $46.79 per barrel is adjusted
for quality, transportation fees, and market differentials. For gas volumes, the average Henry Hub spot price of $2.59 per MMBtu is adjusted for energy
content, transportation fees, and market differentials. All prices are held constant throughout the lives of the properties. The average adjusted product prices
weighted by production over the remaining lives of the properties are $42.81 per barrel of oil and $1.74 per Mcf of gas. All prices and costs associated with
operating wells were held constant in accordance with the SEC guidelines.

        The commodity price assumptions described above exceed the current market price of oil and gas. Therefore we may have a substantial downward
adjustment in our estimated proved reserves in the future if the current low commodity price environment persists.

Estimated Proved Reserves

        The following table presents our estimated proved natural gas and oil reserves and the PV-10 value of our interests in net reserves in producing properties
as of December 31, 2015 and 2014 based upon
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reserve reports prepared by NSAI. The PV-10 values shown in the table are not intended to represent the current market value of the estimated natural gas and
oil reserves we own.
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Years Ended
December 31,  

  2015  2014  
Estimated Proved Oil and Natural Gas Reserves:        
Net oil reserves (MBbls):        

Proved developed   6,824  8,561 
Proved undeveloped   6,115  8,233 

Total   12,939  16,794 
Net natural gas reserves (MMcf):        

Proved developed   153,093  203,272 
Proved undeveloped   10,638  124,056 

Total   163,731  327,328 
Total Net Proved Oil and Natural Gas Reserves (MBoe)   40,228  71,349 
Estimated Present Value of Net Proved Reserves (in thousands):        
PV-10 Value        

Proved developed  $ 85,147 $ 460,059 
Proved undeveloped   10,876  149,067 

Total(1)   96,023  609,126 
Less: future income taxes, discounted at 10%   —  54,059 
Standardized measure of discounted future net cash flows(2)  $ 96,023 $ 555,067 
Prices Used in Calculating Reserves:        
Oil (per Bbl)  $ 42.81 $ 86.71 
Natural Gas (per Mcf)  $ 1.74 $ 3.22 
Proved Developed Reserves (MBoe)   32,339  42,439 

(1) The PV-10 Value represents the future net cash flows attributable to our proved oil and gas reserves before income tax,
discounted at 10% per annum. Although it is a non-GAAP measure, we believe that the presentation of the PV-10 Value is
relevant and useful to our investors because it presents the discounted future net cash flows attributable to our proved reserves
prior to taking into account future corporate income taxes and our current tax structure. We use this measure when assessing
the potential return on investment related to our oil and gas properties. Our reconciliation of this non-GAAP financial measure
is shown in the table as the PV-10, less future income taxes, discounted at 10% per annum, resulting in the standardized
measure of discounted future net cash flows. The standardized measure of discounted future net cash flows represents the
present value of future cash flows attributable to our proved oil and natural gas reserves after income tax, discounted at 10%.
In accordance with SEC requirements, our reserves and the future net revenues at December 31, 2015 and 2014 were
determined using average monthly pricing for 2015 and 2014. These prices reflect adjustment by lease for quality,
transportation fees and regional price differences. 

(2) Standardized measure of discounted future net cash flows differs from PV-10 value because it includes the effect of future
income taxes.
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        The data in the above natural gas and oil reserves table represents estimates only. Oil and natural gas reserve engineering is inherently a subjective
process of estimating underground accumulations of oil and natural gas that cannot be measured exactly. The accuracy of any reserve estimate is a function
of the quality of available data and engineering and geological interpretation and judgment. Accordingly, reserve estimates may vary from the quantities of
oil and natural gas that are ultimately recovered. See "Item 1A: Risk Factors."

        PV-10 is equal to the future net cash flows from our proved reserves, excluding any future income taxes, discounted at 10% per annum ("PV-10"). Proved
developed reserves are reserves that can be expected to be recovered through existing wells with existing equipment and operating methods. Proved
undeveloped reserves are proved reserves that are expected to be recovered from new wells drilled to known reservoirs for which the existence and
recoverability of such reserves can be estimated with reasonable certainty or from existing wells on which a relatively major expenditure is required to
establish production. PV-10 may be considered a non-GAAP financial measure as defined by Item 10(e) of Regulation S-K and is derived from the
standardized measure of discounted future net cash flows which is the most directly comparable GAAP financial measure. PV-10 is a computation of the
standardized measure of discounted future net cash flows on a pre-tax basis. We believe that the presentation of the PV-10 is relevant and useful to investors
because it presents the discounted future net cash flows attributable to our proved reserves prior to taking into account future corporate income taxes and it is
a useful measure for evaluating the relative monetary significance of our oil and natural gas properties. Further, investors may utilize the measure as a basis
for comparison of the relative size and value of our reserves to other companies. We use this measure when assessing the potential return on investment
related to our oil and natural gas properties. However, PV-10 is not a substitute for the standardized measure of discounted future net cash flows.

        Oil and gas prices significantly impact the calculation of the PV-10 and the standardized measure of discounted future net cash flows. The present value
of future net cash flows does not purport to be an estimate of the fair market value of the Company's proved reserves. An estimate of fair value would also take
into account, among other things, anticipated changes in future prices and costs, the expected recovery of reserves in excess of proved reserves and a discount
factor more representative of the time value of money and the risks inherent in producing oil and gas. Future prices received for production and costs may
vary, perhaps significantly, from the prices and costs assumed for purposes of these estimates. The 10% discount factor used to calculate present value, which
is required by Financial Accounting Standard Board pronouncements, may not necessarily be the most appropriate discount rate. The present value, no matter
what discount rate is used, is materially affected by assumptions as to timing of future production, which may prove to be inaccurate.

        There are numerous uncertainties in estimating quantities of proved reserves and in projecting future rates of production and the timing of development
expenditures, including many factors beyond our control. The reserve data set forth in this annual report on Form 10-K are only estimates. Although we
believe these estimates to be reasonable, reserve estimates are imprecise and may be expected to change as additional information becomes available.
Estimates of natural gas and oil reserves, of necessity, are projections based on engineering data and there are uncertainties inherent in the interpretation of
this data, as well as the projection of future rates of production and the timing of development expenditures. Reservoir engineering is a subjective process of
estimating underground accumulations of natural gas and oil that cannot be exactly measured. Therefore, estimates of the economically recoverable
quantities of natural gas and oil attributable to any particular group of properties, classifications of the reserves based on risk of recovery and the estimates
are a function of the quality of available data and of engineering and geological interpretation and judgment and the future net cash flows expected there
from, prepared by different engineers or by the same engineers at different times, may vary substantially. There also can be no assurance that the reserves set
forth herein will ultimately be produced or that the proved undeveloped reserves will be developed within the
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periods anticipated. Actual production, revenues and expenditures with respect to our reserves will likely vary from estimates, and such variances may be
material. In addition, the estimates of future net revenues from our proved reserves and the present value thereof are based upon certain assumptions about
future production levels, prices and costs that may not be correct.

        With respect to the estimates prepared by NSAI, PV-10 value should not be construed as representative of the fair market value of our proved natural gas
and oil properties since discounted future net cash flows are based upon projected cash flows which do not provide for changes in natural gas and oil prices or
for the escalation of expenses and capital costs. The meaningfulness of such estimates is highly dependent upon the accuracy of the assumptions upon which
they are based. Actual future prices and costs may differ materially from those estimated. You are cautioned not to place undue reliance on the reserve data
included in this annual report on Form 10-K. Under SEC guidelines, prices used in computing reserves at December 31, 2015 and 2014 are based on
12 month average pricing for 2015 and 2014, respectively.

Productive Wells

        The following table sets forth our gross and net productive wells as of December 31, 2015:

        Gross wells represent all wells in which we have a working interest. Net wells represent the total of our fractional undivided working interest in those
wells. Productive wells include producing wells and wells mechanically capable of production.

Drilling Activity

        The following table sets forth the number of gross exploratory and gross development wells drilled in which we participated during the last two fiscal
years. The number of wells drilled refers to the number of wells completed at any time during the respective fiscal year. Productive wells are either producing
wells or wells capable of commercial production.
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  Oil Wells  
Natural Gas

Wells  Total  
  Gross  Net  Gross  Net  Gross  Net  
California   185  183  —  —  185  183 
New Mexico   2  0.03  22  2.3  24  2.3 
Pennsylvania   —  —  33  24.2  33  24.2 
Texas   —  —  10  2.6  10  2.6 
Wyoming   —  —  316  199.1  316  199.1 
Other   2  0.1  —  —  2  0.1 

Total   189  183.13  381  228.2  570  411.3 

  Years Ended December 31,  
  2015  2014  
  Gross  Net    Net  
Exploratory Wells              

Productive   —  —  —  — 
Dry   —  —  —  — 

Development Wells              
Productive   2  1.6  67  58.9 
Dry   —  —  —  — 

Total   2  1.6  67  58.9 
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Natural Gas and Oil Acreage

        The following table sets forth our acreage position as of December 31, 2015:

        The primary terms of the Company's oil and gas leases expire on various dates in any given year. All of the Company's proved acreage is perpetuated by
production, unitization or by continuous operations. This means that the Company will maintain its rights in these leases as long as natural gas or oil is
produced in paying quantities or operations are conducted on the acreage by the Company or other parties holding interests in those leases. In some cases, if
production from a lease ceases, the lease will expire, and in other cases, if production or royalty payments attributable to any lease is interrupted or ceases, the
Company may maintain the lease by unit production or conducting operations on the unit or lease.

        The Company has approximately 3,829, 427, and 28,781 net acres subject to leases with primary terms that expire in 2016, 2017 and 2018, respectively.
Leases covering 4,391 net acres expired in 2015. The Company in the past has been and expects in the future to be able to extend the terms of some of these
leases by conducting operations thereon or by exchanging or selling some of these leases to or with other companies. The Company does not expect to lose
material developed lease acreage as a result of a failure to drill, inadequate capital, equipment, or personnel. However, if the BLM does not approve Warren's
optimization activities or 25 gross CBM wells are not drilled on or before September 11, 2016, the Company has approximately 31,887 total net leasehold
acres subject to contraction in the Spyglass Hill Unit.

        These same leases will also expire in 2018 as to approximately 30,182 total net deep acres, unless the leases are otherwise perpetuated by unitization,
development or other means. Based on the Company's evaluation of prospective economics, the Company has allowed acreage to expire and will continue to
allow additional acreage to expire in the future.

Production Volumes, Sales Prices and Production Costs

        The following table summarizes our net natural gas and oil production volumes, average sales prices and expenses for the periods indicated. Our
production is attributable to our direct interests in producing properties. For these purposes, our net production will be production that is owned by us, after
deducting royalty, limited partner and other similar interests. The lease operating expenses shown
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  Developed  Undeveloped  Total  
  Gross  Net  Gross  Net  Gross  Net  
California   1,388  1,376  1,089  1,084  2,477  2,460 
New Mexico   3,224  465  921  195  4,145  660 
Pennsylvania   3,191  2,591  3,321  2,697  6,512  5,288 
Texas   704  176  —  —  704  176 
Wyoming   29,467  22,839  61,310  47,705  90,777  70,544 
Other   440  138  1,280  1,280  1,720  1,418 

Total   38,414  27,585  67,921  52,961  106,335  80,546 
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relates to our net production. In addition, this table summarizes our production for each field that contains 15% or more of our total proved reserves:

Crude Oil and Natural Gas Marketing

        We sell our oil and natural gas to various purchasers in the areas where the oil and natural gas is produced. Our revenues are highly dependent upon the
prices of, and demand for, oil and natural gas. The markets for oil and gas have historically been volatile and are likely to continue to be volatile in the
future. The prices we receive for our oil and gas production are subject to wide fluctuations and depend on numerous factors beyond our control, including
location and quality differentials, seasonality, economic conditions, foreign imports, political conditions in other oil-producing and gas-producing countries,
the actions of OPEC, and domestic government regulation, legislation and policies. Decreases in oil and gas prices have had, and could have in the future, an
adverse effect on the carrying value and volumes of our proved reserves and our revenues, profitability and cash flow.

        For 2015, the largest purchasers and marketers of our total oil and gas production were Clearwater Enterprises, Phillips 66 Company and Devlar Energy,
which accounted for 41%, 48% and 9%, respectively, of our total production sold.

        All of our oil reserves are located in California and are sold into a transportation pipeline which delivers our oil production to Phillips 66 Company,
which operates a refinery in nearby Carson, California. All of our oil production in California is attributable to heavy crude (generally 21 degree
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Years Ended
December 31,  

  2015  2014  
Production:        

Oil (MBbls)        
Wilmington Field   980.3  1,118.3 

Total   980.3  1,118.3 
Natural Gas (MMcf)        

Marcellus   22,943.3  9,784.8 
Atlantic Rim   4,709.8  5,897.0 
Other   380.2  403.0 

Total   28,033.3  16,084.8 
Production:        
Total MBoe(1)   5,652.5  3,799.1 
Average Sales Price Per Unit:        
Oil (per Bbl)  $ 41.14 $ 86.02 
Natural gas (per Mcf)  $ 1.55 $ 3.06 
Weighted average sales price (per Boe)  $ 14.81 $ 38.27 
Expenses (per Boe):        
Lease operating expense(2)  $ 8.76 $ 12.73 

(1) Natural gas reserves are converted to oil reserves using a ratio of six Mcf to one Bbl of oil. This ratio does not assume price
equivalency and, given price differentials, the price for a barrel of oil equivalent for natural gas may differ significantly
from the price for a barrel of oil. 

(2) Lease operating expenses related to our CBM operations include costs for operating our commercially productive CBM
wells, together with the costs for operating our CBM wells that are still in the dewatering phase and are not yet
commercially productive.
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API gravity crude oil or lower). The market price for California crude oil differs from the established market indices in the U.S., due principally to the higher
transportation and refining costs associated with heavy oil. Effective August 1, 2012, we entered into an oil purchase contract with Phillips 66 Company
whereby the Company sells its oil at the average Midway Sunset posted price for the month less $4.20 per barrel plus a premium for a gravity adjustment
which should approximate $0.20 per barrel. For 2015, Warren received a weighted average price of approximately 91% of the NYMEX index price for crude
oil sold under the Phillips 66 contract.

        Our natural gas production in Pennsylvania and Wyoming is delivered into natural gas pipelines for transportation and is sold to various purchasers for
later re-marketing or end use. The majority of all of our natural gas is sold under monthly contracts that allow for periodic adjustments in pricing according to
market demands. The prices and marketing of natural gas and oil can be affected by factors beyond our control, the effects of which cannot be predicted,
including seasonal variations, general market supply and other fluctuations. In the Marcellus Shale, we sell our natural gas at the Tennessee Gas Pipeline
(TGP, Zone 4) or the Transco-Leidy Line at market price less transportation fees. Both price points in the Marcellus and the Rocky Mountain Colorado
Interstate Gas ("CIG") price typically have a negative basis differential below the NYMEX Henry Hub prompt month natural gas price. Fluctuations between
spot and index prices can significantly impact the overall differential to the Henry Hub. In the Atlantic Rim of the Washakie Basin, Wyoming, we sell our
natural gas at the CIG market price less transportation fees. We believe that the loss of any of these purchasers would not have a material adverse effect on our
operations, as we believe there are a significant number of readily available purchasers in the market. For more information about the risks to our business
posed by our marketing activities see "Item 1A: Risk Factors."

Hedging Activities

        We have designed a risk management policy for the use of derivative instruments to provide partial protection against certain risks relating to our
ongoing business operations, such as commodity price risk. We have an active commodity hedging program to mitigate the risks of the volatile prices of oil
and natural gas. Typically, we intend to hedge approximately 50% of our oil and natural gas production on a forward 12 to 18 month basis using a
combination of swaps, cashless collars and other financial derivative instruments with counterparties that we believe are creditworthy. Our decision on the
quantity and price at which we choose to hedge our production is based in part on our view of current and future market conditions. While there are many
different types of derivatives available, we typically use collar agreements and swap agreements to attempt to manage price risk more effectively. The collar
agreements are put and call options used to establish floor and ceiling commodity prices for a fixed volume of production during a certain time period. All
collar agreements provide for payments to counterparties if the index price exceeds the ceiling and payments from the counterparties if the index price is
below the floor. The price swaps call for payments to, or receipts from, counterparties based on whether the market price of oil, natural gas, and natural gas
liquids for the period is greater or less than the fixed price established for that period when the swap is put in place. If the index price falls below the floor
price, the counterparty pays us net of the fixed premium. If the index price rises above floor price, we pay the fixed premium. For additional information on
our hedging activities, see "Item 7A. Quantitative and Qualitative Disclosures About Market Risk."

        Our oil and gas hedges run through 2016. Depending on market conditions and the results of our debt restructuring efforts, we expect to employ our
hedging strategy at some level into 2017 and beyond.

Our Service and Operational Activities

        Our drilling, completion, production, re-entry and land operations are conducted, managed and supervised for us through Warren E&P, Inc., our wholly
owned subsidiary ("Warren E&P"). Through
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Warren E&P, we employ petroleum engineers, geologists, drilling supervisors, landmen and field supervisors. Warren E&P also employs geologists, engineers
and other personnel on a contract basis. As of December 31, 2015, Warren E&P was the operator of approximately 94% of the wells in which we had interests.

Competition

        The oil and natural gas industry is highly competitive and we compete with a substantial number of other companies that have greater financial and
other resources. Many of these companies explore for, produce and market oil and natural gas, as well as carry on refining operations and market the resultant
products on a worldwide basis. The primary areas in which we encounter substantial competition are in locating and acquiring desirable leasehold acreage for
our drilling and development operations, locating and acquiring attractive producing oil and natural gas properties, obtaining sufficient availability of
drilling and completion equipment and services, obtaining purchasers and transporters of the oil and natural gas we produce and hiring and retaining key
employees. In general, the bidding for natural gas and oil leases has become intense in the areas in which we operate with bidders evaluating potential
acquisitions with varying product pricing parameters and other criteria that result in widely divergent bid prices. The presence of bidders willing to pay
prices higher than are supported by our evaluation criteria could further limit our ability to acquire natural gas and oil leases. In addition, low or uncertain
prices for properties can cause potential sellers to withhold or withdraw properties from the market. In this environment, we cannot guarantee that there will
be a sufficient number of suitable natural gas and oil leases available for acquisition; that we can sell interests in natural gas and oil leases; or that we can
obtain financing for, or locate participants to join in the development of prospects. Furthermore, competitive conditions may be substantially affected by
various forms of energy legislation and/or regulation considered from time to time by the government of the United States and the states in which our
properties are located. It is not possible to predict the nature of any such legislation or regulation that may ultimately be adopted or its effects upon our future
operations. Such laws and regulations may substantially increase the costs of exploring for, developing or producing oil and natural gas and may prevent or
delay the commencement or continuation of a given operation.

Regulations and Environmental Matters

        General.    Our operations are subject to a wide variety of stringent federal, state and local laws and regulations governing the exploration and
production of oil and natural gas, including discharge of materials into the environment or otherwise relating to environmental protection. Our operations are
subject to the same environmental laws and regulations as other companies in the oil and gas exploration and production industry in the areas where we
operate. These laws and regulations:

• require the acquisition of various permits before drilling, workovers, or water injection commences; 

• require the installation of expensive pollution control equipment; 

• restrict the types, quantities and concentration of various substances, including without limitation; 

• natural gas and water, that can be released into the environment in connection with drilling and production activities; 

• limit or prohibit drilling activities on lands lying within wildernesses, wetlands and other protected areas; 

• require remedial measures to prevent pollution from former operations, such as pit closures and plugging of abandoned wells;
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• impose substantial liabilities for pollution resulting from our operations; 

• require time consuming environmental analyses with respect to operations affecting federal, state and privately owned lands or leases; and 

• expose us to litigation by environmental and other special interest groups.

        These laws, rules and regulations may also restrict the rate of oil and natural gas production below the rate that would otherwise be possible. The
regulatory burden on the oil and gas industry increases the cost of doing business in the industry and consequently affects profitability. These regulations
have been changed frequently in the past and, in general, these changes have imposed more stringent requirements that increase operating costs and/or
require capital expenditures to remain in compliance. Failure to comply with these requirements can result in civil and/or criminal penalties and liability for
non-compliance, clean-up costs and other environmental damages, and injunctive relief requiring us to cease production. It also is possible that
unanticipated developments or changes in the law could require us to make environmental expenditures significantly greater than those we currently expect.
We believe that we substantially comply with all current applicable environmental laws and regulations, and that our continued compliance with existing
requirements will not have a material adverse impact on our financial condition or results of operations. However, we cannot predict the passage of or
quantify the potential impact of more stringent future laws and regulations at this time. For the year ended December 31, 2015, we did not incur any material
expenditures for remediation or pollution control equipment at any of our facilities.

        The environmental laws and regulations which could have a material impact on the oil and natural gas exploration and production industry are as
follows:

        National Environmental Policy Act.    Oil and natural gas exploration and production activities on federal lands are subject to the National
Environmental Policy Act ("NEPA"). NEPA requires federal agencies, including the Department of Interior, to evaluate major agency actions having the
potential to significantly impact the environment. In the course of such evaluations, an agency will have an EA prepared that assesses the potential direct,
indirect and cumulative impacts of a proposed project. If impacts are considered significant, the agency will prepare a more detailed EIS that may be made
available for public review and comment. All of our current and proposed exploration, production and development plans on federal lands require
governmental permits that are subject to the requirements of NEPA. This process has the potential to delay the development of oil and natural gas projects.
Authorizations under NEPA also are subject to protest, appeal or litigation, which can delay or halt projects.

        Some of our exploration and production activities occur on federal leases. This is particularly true of our CBM operations. Exploration and production
operations on federal leases are generally performed in accordance with a record of decision issued by the Bureau of Land Management ("BLM") after
preparation of an EA or EIS. A record of decision typically includes environmental and land use provisions that restrict and limit exploration and production
activities on federal leases. Much of our CBM operations are subject to records of decision, and we have not experienced any material difficulty in
complying with their terms and conditions.

        Waste Handling.    The Resource Conservation and Recovery Act ("RCRA"), and comparable state statutes affect oil and gas exploration and production
activities by imposing regulations on the generation, transportation, treatment, storage, disposal and cleanup of "hazardous wastes" and on the disposal of
non-hazardous wastes. Under the auspices of the Environmental Protection Agency, or EPA, the individual states administer some or all of the provisions of
RCRA, sometimes in conjunction with their own more stringent requirements. Drilling fluids, produced waters and most of the other wastes associated with
the exploration, development and production of crude oil, natural gas or geothermal energy constitute "solid wastes", which are regulated under the less
stringent non-hazardous waste
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provisions, but there is no guarantee that the EPA or the individual states will not adopt more stringent requirements for the handling of non-hazardous
wastes or categorize some non- hazardous wastes as hazardous for future regulation. Legislation has been proposed from time to time in Congress to re-
categorize certain oil and gas exploration and production wastes as "hazardous wastes".

        We believe we are in substantial compliance with the requirements of RCRA and related state and local laws and regulations, and that we hold all
necessary and up-to-date permits, registrations and other authorizations to the extent our operations require them under such laws and regulations. Although
we believe the current costs of managing our wastes as they are presently classified are reflected in our budget, any legislative or regulatory reclassification of
oil and natural gas exploration and production wastes could increase our costs of managing and disposing of such wastes.

        Comprehensive Environmental Response, Compensation and Liability Act.    The Comprehensive Environmental Response, Compensation and
Liability Act ("CERCLA"), also known as the "superfund" law, imposes joint and several liabilities, without regard to fault or legality of conduct, on classes
of persons who are considered to be responsible for the release of a "hazardous substance" into the environment. These persons include the owner or operator
of the disposal site, or site where the release occurred, and companies that disposed or arranged for the disposal of the hazardous substance. Under CERCLA,
such persons may be subject to joint and several liabilities for the costs of cleaning up the hazardous substances that have been released into the
environment, for damages to natural resources and for the costs of certain health studies. In addition, it is not uncommon for neighboring landowners and
other third parties to file claims for personal injury and property damage allegedly caused by the hazardous substances released into the environment.
Although petroleum is excluded from CERCLA's definition of "hazardous substance", in the course of our operations, we use materials that, if released, would
be subject to CERCLA. Therefore, governmental agencies or third parties may seek to hold us responsible under CERCLA for all or part of the costs to clean
up sites at which such "hazardous substances" have been deposited.

        Water Discharges.    The Federal Water Pollution Control Act, also known as the Clean Water Act, and analogous state laws impose restrictions and strict
controls regarding the discharge of pollutants, including produced waters and other oil and gas wastes, into waters of the United States. The discharge of
pollutants into regulated waters is prohibited, except in accordance with the terms of a permit issued by the EPA or the applicable state agency. These
restrictions also prohibit the discharge of dredge and fill material in regulated waters, including wetlands, unless authorized by a permit issued by the U.S.
Army Corps of Engineers. Federal and state regulatory agencies can impose administrative, civil and criminal penalties for non-compliance with discharge
permits or other requirements of the federal Clean Water Act and analogous state laws and regulations. Response costs could be high and may have a material
adverse effect on our operations. We may not be fully insured for these costs. We maintain all required discharge permits necessary to conduct our operations,
and we believe we substantially comply with the terms thereof. Obtaining permits has the potential to delay the development of oil and natural gas projects.
We anticipate that total maximum daily load water quality standards established under Clean Water Act delegated programs may be promulgated for surface
water bodies in areas where we operate. However, we do not expect that any total maximum daily load regulations, or standards promulgated in any area
where we operate, will result in a material increase in our produced water disposal costs because we already inject much of our produced water in disposal
wells, rather than discharging into surface water bodies, and would be able to cost-effectively drill and operate additional disposal wells as needed.

        Air Emissions.    The Federal Clean Air Act and associated state laws and regulations regulate emissions of various air pollutants through the issuance of
permits and the imposition of other requirements. In addition, the EPA has developed, and continues to develop, stringent regulations governing emissions of
toxic air pollutants at specified sources. Some of our new facilities will be

25



Table of Contents

required to obtain permits before work can begin, and existing facilities may be required to incur capital costs in order to remain in compliance. Major
sources of air pollutants are subject to more stringent, federally based permitting requirements. On April 17, 2012, the EPA issued a final rule that established
new source performance standards for volatile organic compounds ("VOCs") and sulfur dioxide, an air toxics standard for major sources of oil and natural gas
production, and an air toxics standard for major sources of natural gas transmission and storage. These regulations apply to natural gas wells that are
hydraulically fractured, or refractured, and to storage tanks and other equipment. Since January 1, 2015, all wells subject to the rule have been required to use
"green completion" technology to limit emissions during well completion operations.

        Because of the severity of ozone levels in portions of California, the state has the most severe restrictions on emissions of VOCs and nitrogen oxides
("NOX") of any state. Producing wells, natural gas plants and electric generating facilities all generate VOCs and NOX. Some of our producing wells are in
counties that are designated as non-attainment for ozone and, therefore, potentially are subject to restrictive emission limitations and permitting
requirements. California also operates a stringent program to control hazardous (toxic) air pollutants, and this program could require the installation of
additional controls. Administrative enforcement actions for failure to comply strictly with air pollution regulations or permits generally are resolved by
payment of monetary fines and correction of any identified deficiencies. Alternatively, regulatory agencies could require us to forego construction,
modification or operation of certain air-emission sources. Air emissions from oil and natural gas operations also are regulated by oil and natural gas
permitting agencies, including in California, the South Coast Air Quality Management District, the California Air Resources Board and other local agencies.
These regulations may increase the costs of compliance for some facilities we own or operate, and federal and state regulatory agencies can impose
administrative, civil and criminal penalties for non-compliance with air permits or other requirements of the Federal Clean Air Act and associated state laws
and regulations. We believe we are in substantial compliance with all air emissions regulations, and that we hold all necessary and valid construction and
operating permits for our operations. Obtaining permits has the potential to delay the development of our oil and natural gas projects. See "Future Regulation
—Wilmington Field" below.

        The Safe Drinking Water Act, Groundwater Protection, and the Underground Injection Control Program.    The Federal Safe Drinking Water Act
("SDWA") and the Underground Injection Control ("UIC") program promulgated under the SDWA and state programs regulate the drilling and operation of
salt water disposal wells. The EPA directly administers the UIC program in some states and in others it is delegated to the state for administering. Permits must
be obtained before drilling salt water disposal wells, and casing integrity monitoring must be conducted periodically to ensure the casing is not leaking
saltwater to groundwater. Contamination of groundwater by oil and natural gas drilling, production and related operations may result in fines, penalties and
remediation costs, among other sanctions and liabilities under the SDWA and state laws. In addition, third party claims may be filed by landowners and other
parties claiming damages for alternative water supplies, property damages and bodily injury.

        We engage third parties to occasionally provide hydraulic fracturing or other well stimulation services to us in connection with many of the wells for
which we are the operator. With the exception of hydraulic fracturing using diesel fuel, the SDWA exempt hydraulic fracturing from regulation under the UIC
program. On February 12, 2014, the EPA released an "interpretative memorandum" providing technical recommendations for implementing UIC requirements
for hydraulic fracturing activities using diesel fuels. In this guidance document, EPA expansively defined the term "diesel" to include hydrocarbons such as
kerosene that have not typically been considered to be diesel. Bills which would have repealed the hydraulic fracturing exemption have been introduced in
the last three sessions of Congress. In addition, the EPA is conducting a congressionally-mandated study on the effects of hydraulic fracturing on drinking
water resources. The EPA issued a final draft report in June 2015 for peer review and public comment. The EPA study, or other studies, of hydraulic fracturing
could spur
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initiatives to further regulate hydraulic fracturing under the SDWA or other regulatory programs. In addition to federal regulation, certain states have adopted
and are considering laws that require the disclosure of the chemical constituents in hydraulic fracturing fluids. Moreover, the Department of the Interior
issued rules in March 2015 that modify regulations for hydraulic fracturing activities on federal and Indian lands, including chemical disclosure, well bore
integrity and handling of flow back water. Additional disclosure and operational requirements could result in increased regulation, operational delays and
increased operating costs that could make it more difficult to perform hydraulic fracturing.

        California Environmental Quality Act ("CEQA").    CEQA is a California statute that requires consideration of the environmental impacts of proposed
actions that may affect the environment. CEQA often requires the responsible governmental agency to prepare an environmental impact analysis document
that is made available for public comment. In some cases, the responsible agency also is required to consider mitigation measures. The party requesting
agency action bears the expense of the document.

        In 2014, after a lengthy CEQA analysis, we received permit approvals from the South Coast Air Quality Management District ("SCAQMD") for the
disposal of our WTU associated and produced gas. These permits allow us (i) to burn gas using a new high efficiency clean enclosed burner to replace the
existing gas flare, and (ii) eventually, to sell the gas directly to a third party user by transporting the gas through transmission facilities owned by local gas
utility companies. In the future, we may be required to undergo the CEQA process for other proposed actions by state and local governmental authorities that
meet specified criteria. At a minimum, the CEQA process delays and adds expense to the process of obtaining new permits and permit renewals. See "Future
Regulation—Wilmington Field" below.

        Abandonment, Decommissioning and Remediation Requirements.    Federal, state and local regulations provide detailed requirements for the
abandonment of wells, closure or decommissioning of production and transportation facilities, and the environmental restoration of operations sites. The
California Department of Conservation, Division of Oil, Gas and Geothermal Resources ("DOGGR") is the principal state agency responsible for regulating
the drilling, operation, maintenance and abandonment of all oil and natural gas wells in the state of California.

        Significant potential costs relating to environmental and land-use regulations associated with our existing properties and operations include those
relating to (i) plugging and abandonment of facilities, (ii) clean-up costs and damages due to spills or other releases, and (iii) penalties imposed for spills,
releases or non-compliance with applicable laws and regulations. As is customary in the oil and natural gas industry, we typically have contractually
assumed, and may assume in the future, certain obligations relating to plugging and abandonment, clean-up and other environmental costs in connection
with our acquisition of operating interests in oil and gas fields, and these costs can be significant.

        Climate Change Legislation and Greenhouse Gas Regulations.    Recent and future environmental regulations, including additional federal and state
restrictions on greenhouse gas ("GHG") emissions that have been or may be passed in response to climate change concerns, may increase our operating costs
and also reduce the demand for the oil and natural gas we produce.

        Studies over recent years have indicated that emissions of certain gases may be contributing to warming of the Earth's atmosphere. In response to these
studies, many nations have agreed to limit emissions of GHG pursuant to the United Nations Framework Convention on Climate Change, and the "Kyoto
Protocol." Methane, a primary component of natural gas, and carbon dioxide, a byproduct of the burning of oil, natural gas and refined petroleum products,
are considered "greenhouse gases" regulated by the Kyoto Protocol. Although the United States is not participating in the Kyoto Protocol, the United States
Supreme Court has ruled, in Massachusetts, et al. v. EPA, that the EPA abused its discretion under the Clean Air Act by refusing to regulate carbon dioxide
emissions from mobile sources. As a result of the Supreme Court decision and the change in presidential administrations, on
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December 7, 2009, the EPA issued a finding that serves as the foundation under the Clean Air Act to issue other rules that would result in federal greenhouse
gas regulations and emissions limits under the Clean Air Act, even without Congressional action. As part of this array of new regulations, on September 22,
2009, the EPA also issued a GHG monitoring and reporting rule that requires certain parties, including participants in the oil and natural gas industry, to
monitor and report their GHG emissions, including methane and carbon dioxide, to the EPA. On November 30, 2010, the EPA published a final rule that set
forth reporting requirements for the petroleum and natural gas industry. This rule requires companies that hold state drilling permits and that emit 25,000
metric tons or more of carbon dioxide equivalent per year to report annual carbon dioxide, methane and nitrous oxide emissions from certain sources
beginning on March 31, 2012. These reporting obligations continue in effect.

        The EPA has also issued a notice of finding and determination that emissions of carbon dioxide, methane and other GHGs present an endangerment to
human health and the environment, which allows the EPA to begin regulating emissions of GHGs under existing provisions of the Clean Air Act. The EPA
has begun to implement GHG-related reporting and permitting rules for certain stationary sources. Beginning in 2012, the EPA has issued regulations aimed
at reducing greenhouse gas emission, including methanol from oil and gas activities and recently announced plans to issue additional rules which target
methane emissions from the oil and gas sector. The EPA's finding, the greenhouse gas reporting rules, and the rules to regulate the emissions of greenhouse
gases may affect the outcome of other climate change lawsuits pending in United States federal courts in a manner unfavorable to our industry. Similarly, the
U.S. Congress has considered, and may in the future consider, "cap and trade" legislation that would establish an economy-wide cap on emissions of GHGs in
the United States and would require most sources of GHG emissions to obtain GHG emission "allowances" corresponding to their annual emissions of GHGs.
Future federal climate change legislation could adversely impact our operations.

        In addition to the EPA's actions to regulate GHGs, more than one-third of the states have begun taking action on their own to control and/or reduce
emissions of greenhouse gases. Several multi-state programs have been developed or are in the process of being developed: the Regional Greenhouse Gas
Initiative involving 10 Northeastern states and three Canadian provinces, the Western Climate Initiative involving California and four Canadian provinces,
and the Midwestern Greenhouse Gas Reduction Accord involving seven states and one Canadian province. Any of the climate change regulatory and
legislative initiatives described above could have a material adverse effect on our business, financial condition, and results of operations. On September 27,
2006, California's governor signed into law Assembly Bill (AB) 32, known as the "California Global Warming Solutions Act of 2006," which establishes a
statewide cap on GHGs that will reduce the state's GHG emissions to 1990 levels by 2020 and establishes a "cap and trade" program. The California Air
Resources Board adopted regulations in December 2010 to implement AB 32 that commenced on January 1, 2012.

        Our operations could be adversely impacted by current and future state and local climate change initiatives.

        Threatened and endangered species, migratory birds, and natural resources.    Various state and federal statutes prohibit certain actions that adversely
affect endangered or threatened species and their habitat, migratory birds, wetlands and natural resources. These statutes include the Endangered Species Act,
the Migratory Bird Treaty Act, the Clean Water Act and CERCLA. The United States Fish and Wildlife Service may designate critical habitat and suitable
habitat areas that it believes are necessary for survival of threatened or endangered species. A critical habitat or suitable habitat designation could result in
further material restrictions to federal land use and private land use and could delay or prohibit land access or development. Where takings of or harm to
species or damages to wetlands, habitat or natural resources occur or may occur, government entities or at times private parties may act to prevent oil and gas
exploration activities or seek damages for harm to species, habitat or natural
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resources resulting from drilling or construction or releases of oil, wastes, hazardous substances or other regulated materials, and may seek natural resources
damages and in some cases, criminal penalties.

Hazard Communications and Community Right to Know

        We are subject to federal and state hazard communications and community right to know statutes and regulations. These regulations govern record
keeping and reporting of the use and release of hazardous substances, including, but not limited to, the federal Emergency Planning and Community Right-
to-Know Act.

Occupational Safety and Health Act

        We are subject to the requirements of the federal Occupational Safety and Health Act, commonly referred to as OSHA, and comparable state statutes that
regulate the protection of the health and safety of workers. In addition, the OSHA hazard communication standard requires that information be maintained
about hazardous materials used or produced in operations and that this information be provided to employees, state and local government authorities and the
public.

Operating Regulation of the Oil and Gas Industry

        In addition to environmental laws and regulations, exploration, production and operations in the oil and gas industry are extensively regulated by
numerous federal, state and local authorities. Legislation affecting the oil and gas industry is under constant review for amendment or expansion, frequently
increasing the regulatory burden. Numerous departments and agencies, both federal and state, are authorized by statute to issue rules and regulations binding
on the oil and gas industry, some of which carry substantial penalties for failure to comply. Although the regulatory burden on the oil and gas industry
increases our cost of doing business and, consequently, affects our profitability, these burdens generally do not affect us any differently or to any greater or
lesser extent than they affect other companies in the industry with similar types, quantities and locations of production.

        Drilling and Production.    Our drilling and production operations are subject to various types of regulation at federal, state and local levels. These types
of regulation include requiring permits and bonds for the drilling of wells and reports concerning operations. Most states and some counties and
municipalities in which we operate also regulate one or more of the following:

• the location of wells; 

• the method of drilling and casing wells; 

• the rates of production; 

• underground injection of water and other substances; 

• the surface use and restoration of properties upon which wells are drilled; 

• the plugging and abandoning of wells; and 

• notice to, and consultation with, surface owners and other third parties.

        State laws regulate the size and shape of drilling and spacing units or proration units and govern the pooling of oil and natural gas properties. Some
states allow forced pooling or integration of tracts to facilitate exploration, while other states rely on voluntary pooling of lands and leases. In some
instances, forced pooling or unitization may be implemented by third parties and may reduce our interest in the unitized properties. In addition, state
conservation laws establish maximum rates of production from oil and natural gas wells, generally prohibit the venting or flaring of natural gas, and impose
requirements regarding the ratability of production. These laws and regulations may limit the amount of natural gas and oil we can produce from our wells or
limit the number of wells or the locations at which we can drill. Moreover, each state generally imposes a production or severance tax with respect to the
production and sale of oil, natural gas and natural gas liquids within its jurisdiction.
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        Natural Gas Sales Transportation.    Historically, federal legislation and regulatory controls have affected the price of the natural gas we produce and
the manner in which we market our production. The Federal Energy Regulatory Commission, or FERC, has jurisdiction over the transportation and sale or
resale of natural gas in interstate commerce by natural gas companies under the Natural Gas Act of 1938 and the Natural Gas Policy Act of 1978. Since 1978,
various federal laws have been enacted that have resulted in the complete removal of all price and non-price controls for sales of domestic natural gas sold in
"first sales", which includes all of the sales of our production.

        FERC also regulates interstate natural gas transportation rates and service conditions, which affects the marketing of the natural gas we produce, as well
as the revenues we receive for sales of our natural gas. Commencing in 1985, FERC promulgated a series of orders, regulations and rule makings that
significantly fostered competition in the business of transporting and marketing gas. Today, interstate pipeline companies are required to provide
nondiscriminatory transportation services to producers, marketers and other shippers, regardless of whether such shippers are affiliated with an interstate
pipeline company. FERC's initiatives have led to the development of a competitive, unregulated, open access market for gas purchases and sales that permits
all purchasers of gas to buy gas directly from third-party sellers other than pipelines. However, the natural gas industry historically has been very heavily
regulated. Therefore, we cannot guarantee that the less stringent regulatory approach recently pursued by FERC and Congress will continue indefinitely into
the future, nor can we determine what effect, if any, future regulatory changes might have on our natural gas related activities.

        Under FERC's current regulatory regime, transmission services must be provided on an open-access, non-discriminatory basis at cost-based rates or at
market-based rates if the transportation market at issue is sufficiently competitive. Gathering services, which occur upstream of jurisdictional transmission
services, are regulated by state agencies. Although its policy is still in flux, FERC recently has reclassified certain jurisdictional transmission facilities as
non-jurisdictional gathering facilities, which has the tendency to increase our costs of transporting gas to point-of-sale locations.

        Permits.    Our operations are subject to various federal, state and local laws and regulations that include requiring permits for the drilling and operation
of wells, maintaining bonding and insurance requirements to drill, operate, plug and abandon wells, restoring the surface associated with our wells; and
regulating the location of wells, the method of drilling and casing wells, the surface use and restoration of properties upon which wells are drilled, the
plugging and abandonment of wells, the disposal of fluids and solids used in connection with our operations, and air emissions associated with our
operations. Also, we have permits from numerous jurisdictions to operate crude oil, natural gas and related pipelines and equipment within the boundaries of
these governmental jurisdictions. The permits required for various aspects of our operations are subject to enforcement for noncompliance, as well as
revocation, modification and renewal by issuing authorities.

Operations on Federal Oil and Gas Leases

        We conduct a sizeable portion of our operations on federal oil and natural gas leases which are administered by the BLM and the Minerals Management
Service ("MMS"). Federal leases contain relatively standard terms and require compliance with detailed BLM and MMS regulations and orders, which are
subject to change. Under certain circumstances, the BLM may require any of our operations on federal leases to be suspended, curtailed or terminated. Any
such suspension or termination could have a material adverse effect on our business, financial condition and results of operations. The MMS issued a final
rule that amended its regulations governing the valuation of oil and gas produced from federal leases. This rule, which became effective June 1, 2000,
provides that the MMS will collect royalties based on the market value of oil and gas produced from federal leases.
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State Regulation

        Our operations are also subject to regulation at the state, and in some cases, county, municipal and local governmental levels. Such regulation includes
requirements concerning permits for the drilling of wells, maintaining bonding requirements in order to drill or operate wells, the location of wells, the
method of drilling and casing wells, the surface use and restoration of properties upon which wells are drilled, the plugging and abandonment of wells, and
the disposal of fluids used and produced in connection with operations. Our operations are also subject to various conservation laws and regulations
pertaining to the size of drilling, spacing and proration units and the unitization or pooling of oil and gas properties.

        In California, as part of our waterflood development plan for the WTU and NWU, over the next 7 years, we will require 20 to 30 water injection well
approvals from the California DOGGR. In recent years, the DOGGR has timely reviewed and approved our applications for injection permits. Should DOGGR
delay the review process or deny our applications for future water injection wells, our ability to develop the WTU and NWU may be compromised.

        The Wyoming Department of Environmental Quality, or Wyoming DEQ, has restrictive regulations applicable to the surface disposal of water produced
from our CBM drilling operations. We typically are required to obtain Clean Water Act, Safe Drinking Water Act and analogous state and local permits to use
surface discharge methods, such as settling ponds, to dispose of water when the groundwater produced from the coal seams will not exceed surface discharge
permit limitations. Surface disposal options have volumetric limitations and require an extensive third-party water sampling and laboratory analysis program
to ensure compliance with state permit standards. Alternative disposal methods to surface disposal of water are more expensive. These alternatives include
installing and operating water treatment facilities or drilling disposal wells to inject the produced water in the underground formations below the coal seams
or lower sandstone horizons. Injection wells are regulated by the Wyoming DEQ, the Wyoming Oil & Gas Conservation Commission and the BLM, and
permits to drill these wells are obtained from these agencies. Based on our experience with CBM production, we believe that permits for surface discharge of
produced water in the Washakie Basin have become and will continue to be difficult to obtain. As a result, in Wyoming, our produced water is currently re-
injected into water disposal wells.

        In the areas of Pennsylvania where we operate, water sourcing and wastewater disposal are regulated both by the Pennsylvania Department of
Environmental Protection, or PADEP, as well as the Susquehanna River Basin Commission, or SRBC. The SRBC is a federal interstate watershed agency that
oversees the withdrawal and use of surface water and groundwater from the Susquehanna River Basin for natural gas development and regulates interbasin
transfers of produced fluids. The SRBC also restricts water withdrawal rates during periods of reduced precipitation to avoid adverse impacts to the water
resources within the Susquehanna River Basin. The PADEP implements a statewide program governing all aspects of natural gas development. This program
includes a requirement that operators submit a water management plan for DEP approval prior to the issuance of drilling permits. The PADEP imposes
extensive operational and design standards on impoundments and pits that store freshwater or produced water associated with natural gas development.
Discharges of produced water to streams in Pennsylvania are prohibited unless strict effluent limits are achieved. The EPA, rather than DEP administers the
injection well program in Pennsylvania. Very few injection wells have been permitted in Pennsylvania to accept produced water from unconventional wells.
In December of 2013, the PADEP proposed additional regulations governing the permitting and operation of natural gas wells. These regulations, if
promulgated as proposed, are likely to increase significantly the costs to dispose of produced water, which could have a material adverse effect on our
business, financial condition and results of operations.

        In addition, state conservation laws, which frequently establish maximum rates of production from oil and gas wells, generally prohibit, restrict or
regulate the venting or flaring of gas and impose certain
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requirements regarding the rates of production. State regulation of gathering facilities generally includes various safety, environmental and, in some
circumstances, nondiscriminatory take requirements, but, except as noted above, does not generally entail rate regulation. These regulatory burdens may
affect our profitability, and we are unable to predict the future cost or impact of complying with such regulations.

Future Regulations

        Proposals and proceedings that may affect the oil and gas industry are pending before Congress, BLM, FERC, MMS, state legislatures and commissions,
and the courts. We cannot predict when or whether any such proposals may become effective. In the past, the natural gas industry has been heavily regulated.
There is no assurance that the regulatory approach currently pursued by various agencies will continue indefinitely. Notwithstanding the foregoing, we do
not anticipate that compliance with existing federal, state and local laws, rules and regulations will have a material adverse effect on our capital expenditures,
earnings or competitive position.

        Failure to comply with environmental regulations may result in the imposition of substantial administrative, civil or criminal penalties, or restrict or
prohibit our desired business activities. Environmental laws and regulations impose liability, sometimes strict liability, for environmental cleanup costs and
other damages. Other environmental laws and regulations may delay or prohibit exploration and production activities in environmentally sensitive areas or
impose additional costs on these activities.

        We believe we are in compliance with current applicable environmental laws and regulations. We believe the existence and enforcement of such laws
and regulations have no more restrictive an effect on our operations than on other similar companies in the energy industry. Costs associated with responding
to a major spill of crude oil or produced water, or costs associated with remediation of environmental contamination, are the most likely occurrences that
could result in a material adverse effect on our business, financial condition and results of operations. There are no pending or threatened claims for any such
environmental cleanup costs, and we operate our producing properties in a prudent manner in order to avoid or minimize liability related to any such claims.

        Changes in applicable federal, state and local environmental laws and regulations potentially could have a material adverse effect on our business,
financial condition and results of operations. In this regard, our CBM drilling and production operations are subject to ongoing BLM oversight, EIS
requirements and recurring BLM approvals, and could be affected by changes in BLM regulations or policies.

        We anticipate no material capital expenditures to comply with federal and state environmental requirements. In addition, state-wide reclamation bonds
and our $50 million casualty and environmental insurance policy have been adequate to meet the applicable bonding and insurance requirements to date.
Additionally, we have deposited $2.8 million in money market securities as of December 31, 2015, as collateral for a $3.2 million reclamation bond for the
Wilmington Townlot Unit.

        Coalbed Methane Operations.    The majority of our gas production is from CBM operations that generate water discharges and air emissions that are
subject to significant regulatory control. Naturally occurring groundwater is produced by our CBM operations. This produced water is disposed of by
injection into the subsurface through disposal or water injection wells, and, in some cases, discharge to the surface or in evaporation ponds. Whichever
disposal method is used, produced water must be disposed of in compliance with permits issued by state and federal regulatory agencies, and in compliance
with applicable state, federal and local environmental regulations. To date, we have been able to obtain necessary surface discharge or disposal well permits,
and we have been able to discharge produced water and operate our produced water disposal wells in compliance with our permits and
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applicable federal, state and local laws and regulations without undue cost or burden to our business activities.

        Our CBM operations involve the use of gas-fired generators and compressors to transport the gas we produce. Emissions of nitrogen oxides and other
combustion by-products from individual or multiple generators and compressors at one location may be great enough to subject the compressors to state air
quality requirements for pre-construction and operating permits. To date, we have not experienced significant delays or problems in obtaining the required
air permits and have been able to operate these compressors in compliance with our permits and applicable federal, state and local laws and regulations
without undue cost or burden to our business activities. Another air emission associated with our coalbed methane operations that may be subject to
regulation and permitting requirements is particulate matter resulting from construction activities and vehicle traffic.

        Atlantic Rim.    In May 2007, the BLM issued its Record of Decision for the Atlantic Rim EIS that allows the development of the Atlantic Rim project by
drilling up to 2,000 wells, 1,800 of which are CBM wells and 200 of which are deeper conventional wells. Based on the current knowledge of geologic
formations, the BLM's minimum well spacing will be 80 acres per CBM well. Our Washakie Basin CBM production operations are also subject to Wyoming
Department of Environmental Quality, or DEQ, regulations and permit requirements. Permits required from the Wyoming DEQ include air emission and
produced water discharge permits. To date, we have not experienced any difficulties in obtaining any air permits needed for our Washakie Basin operations
from the Wyoming DEQ. Disposal of produced water is limited to subsurface injection in the portion of the Washakie Basin within the Colorado River
drainage area. We have received permits for a sufficient number of water injection wells in the Atlantic Rim project; however, we will need to obtain permits
for additional injection wells, in the event we need additional subsurface disposal capacity.

        Wilmington Field.    The Wilmington Townlot Unit, or WTU, and the North Wilmington Unit, or NWU, are located in a mixed industrial and residential
area near the Port of Los Angeles, California. Field activities include drilling wells to develop our lease acreage and operating a waterflood to maximize
crude oil production. Stringent environmental regulations, restrictive permit conditions and the possibility of permit denials from a multiplicity of state,
regional and local regulatory agencies may inhibit, curtail or add cost to future Wilmington field development activities. Despite prudent operation and
preventative measures, drilling, waterflooding and production operations may result in spills and other accidental releases of produced water, hydrocarbons
or injection fluids. Remediation and associated costs for a release of produced water, hydrocarbons or injection fluids in an urban environment could be
significant. This potential liability is accentuated by the location of our WTU and NWU leases in or near residential areas, and being within a historically
active oil field.

        Because the gas volume from the WTU was historically too low to justify gas sales equipment, the gas had been flared for many years under a permit from
the SCAQMD. In late 2007, we entered into an agreement with the SCAQMD which allowed us to commission six microturbines to generate electrical power
from the otherwise flared gas and resume full production. As oil production grew, the excess gas produced but not consumed by our microturbines began to
exceed our current gas flare permit limitation. In March 2008, we presented our plan to the SCAQMD to seek approvals from regulatory authorities to dispose
of our WTU produced gas by re-injecting it in underground formations or by selling it directly to a nearby public utility or a third party user. We also applied
to the SCAQMD for a permit to construct a new high efficiency clean enclosed burner to replace the existing gas flare. Our permit applications requested the
authority to install and operate certain pieces of new best available control technology ("BACT") equipment. On July 19, 2011 the SCAQMD certified the
Company's CEQA documents and issued all of the related permits, including gas handling equipment. These equipment upgrades will help increase our oil
processing capability to approximately 5,000 barrels of oil per day at the Wilmington Townlot Unit. In 2011, we installed the high efficiency burner and
began pursuing permits and agreements necessary to dispose of the associated gas by
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injecting it in underground reservoirs or selling it to a third party. In 2012, the gas injection project was substantially delayed by the DOGGR, which caused
Warren to commit to selling all of the gas, rather than injecting it. As required by the SCAQMD, in 2012 we began preparing an additional analysis under
CEQA to analyze and mitigate the potential air and other emissions that may be associated with pipeline connections and installation of gas transportation,
compression and related equipment that will be required to sell excess gas to third parties. This additional CEQA analysis was completed in late 2014, and
construction permits were issued by the SCAQMD. Warren is currently constructing and installing the gas transportation, compression and related equipment,
and anticipates that this new gas sales system will be operational in late 2015.

Operating Hazards and Insurance

        The oil and natural gas business involves a variety of operating risks, including fires, explosions, blowouts, environmental hazards, spills or releases of
crude oil, produced water and injection fluids, and other potential events which could have a material adverse effect on our business, financial condition and
results of operations. Any of these problems could adversely affect our ability to conduct operations and cause us to incur substantial losses. Such losses
could reduce or eliminate the funds available for exploration, production or leasehold acquisitions, or result in the loss of certain properties.

        In accordance with industry practice, we maintain insurance against some, but not all, potential risks and losses. We do not carry business interruption
insurance. For some risks, we may elect not to obtain insurance if we believe the cost of available insurance is excessive relative to the risks presented. In
addition, pollution and environmental risks generally are not fully insurable at a reasonable cost. If a significant accident or other event occurs and is not
fully covered by insurance, it could have a material adverse effect on our business, financial condition and results of operations.

Title to Properties

        In most situations, as is customary in the oil and gas industry, only a preliminary title examination is conducted at the time we acquire oil and gas leases
covering properties for possible drilling operations. Prior to the commencement of drilling operations, a more complete title examination of the drill site tract
is usually conducted by independent attorneys or landmen, or in the case of an existing unit, historical title examinations are relied upon to some extent.
Once production from a given well is established, we prepare a title or division of interest report indicating the proper parties and percentages for payment of
production proceeds, including royalties. The level of title examination often differs from property to property.

        Our properties are subject to customary royalty interests, provisions, liens incident to operating agreements, liens for current taxes and other burdens
which, on an individual lease basis, we believe do not materially interfere with the use of or affect the carrying value of our properties.

Employees

        At December 31, 2015, we had 75 full-time employees. We believe that our relationships with our employees are good. None of our employees are
covered by a collective bargaining agreement. From time to time, we use the services of independent consultants to perform various professional services,
particularly in the areas of geological, permitting and EA activities. Independent contractors often perform well drilling and production operations, including
pumping, maintenance, dispatching, inspection and testing.

Offices

        Our principal executive offices are located at 1331 17th Street, Ste. 720, Denver, CO 80202, and our telephone number is (720) 403- 8125. We lease
approximately 8,347 square feet of office space for our Denver, CO office under a lease that expires in July 2021. Our oil and gas operations office in
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Casper, Wyoming occupies 1,174 square feet under a lease that expired in October 2014 and is currently month to month. Our oil and gas operations office in
Long Beach, California occupies 14,201 square feet of space under a lease that expires in April 2020. We lease additional space for our other offices located
in New York, NY, Houston, TX and Plano, TX which occupy 4,178 square feet, 3,568 square feet and 4,998 square feet and expire in 2016, 2016 and 2017,
respectively. We also have field offices inTunkhannok, Pennsylvania, Wilmington, California and Rawlins, Wyoming. We believe that our facilities are
adequate for our current operations.

        Our website address is http://www.warrenresources.com. We make available free of charge through our website our annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and all amendments to those reports as soon as reasonably practicable after such material is electronically
filed with or furnished to the SEC at http://www.sec.gov. Additionally, our Code of Business Conduct and Ethics, which includes our code of ethics for senior
financial management, Corporate Governance Guidelines and the charters of our Audit Committee, Compensation Committee and Nominating and Corporate
Governance Committee are posted on our website and are available in print free of charge to any stockholder who requests them. Requests should be sent by
mail to our corporate secretary at our principal office at 1331 17th Street, Suite 720, Denver, CO 80202. Information contained on, or connected to, our
website is not incorporated by reference into this annual report on Form 10-K and should not be considered part of this or any other report that we file with or
furnish to the SEC.

 Item 1A.    Risk Factors

        You should be aware that the occurrence of any of the events described in this Risk Factors section and elsewhere in this annual report on Form 10-K
or in any other of our filings with the Securities and Exchange Commission could have a material adverse effect on our business, financial position,
liquidity and results of operations. In evaluating us, you should consider carefully, among other things, the factors and the specific risks set forth below.
This annual report on Form 10-K contains forward-looking statements that involve risks and uncertainties. See "Cautionary Statement Regarding Forward-
Looking Statements" in this annual report on Form 10- K. Some of the following risks relate principally to the industry in which we operate and to our
business. Other risks relate principally to the securities markets and ownership of our common shares. If any of the following risks develop into actual
events, our business, financial condition or results of operations could be materially adversely affected, the trading price of your shares could decline, and
you may lose all or part of your investment.

  
Risks Relating to the Oil and Natural Gas Industry and Our Business 

We require significant additional financing to continue as a going concern and pay outstanding liabilities and the prevailing commodity price
environment may require us to restructure our debt or seek bankruptcy protection.

        Due to the nature of oil and gas interests, i.e., that rates of production generally decline over time as oil and gas reserves are depleted, if we are unable to
drill additional wells and develop our PUDs, either because we are unable to raise or generate sufficient capital for such development activities, or otherwise,
or in the event we are unable to acquire additional operating properties, we believe that our revenues will continue to decline over time. Furthermore, in the
event we are unable to raise or generate additional capital in the future, we will not be able to complete other drilling and/or workover activities, and may not
be able to make required payments on our outstanding liabilities, including our debt service obligations. Therefore, in the event we have a capital shortfall,
we will be forced to scale back our business plan, sell or liquidate assets to satisfy outstanding debts and/or take other steps which may include seeking
bankruptcy protection.

        In light of prevailing oil prices and the necessity of a debt restructuring, Warren elected to not make the approximately $7.5 million interest payment due
February 1, 2016 on its Senior Notes. The
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applicable 30-day grace period for such interest payment has expired, and consequently an event of default under the indenture governing such notes has
occurred and is continuing. This status gives the indenture trustee and the holders of not less than 25% in aggregate principal amount of the unsecured notes
the right to declare the entire principal amount of the Senior Notes plus accrued and unpaid interest due and payable. In addition, this status has resulted in
events of default under Warren's first lien credit agreement (the "First Lien Credit Facility") by and among the Company, Wilmington Trust, National
Association as Administrative Agent, and the lenders from time to time a party thereto and its second lien credit facility (the "Second Lien Credit Facility")
by and among the Company, Cortland Capital Market Services, LLC, as Administrative Agent, and the lenders from time to time a party thereto (collectively,
the "Credit Facilities"), entitling the administrative agents and lead lenders thereunder to declare all obligations under those credit facilities to be
immediately due and payable. However, thus far, no such acceleration of Warren's debt obligations has occurred.

        Although Warren is continuing to seek a workable agreement regarding a consensual , out-of-court restructuring of its indebtedness, a failure to achieve
such an agreement will likely necessitate seeking protection from its creditors through a bankruptcy proceeding, in order to preserve and maximize value for
its stakeholders. Furthermore, Warren and its lenders are continuing to evaluate whether a consensual restructuring should be effected outside or through a
bankruptcy proceeding.

        These conditions raise substantial doubt about our ability to continue as a going concern for the next twelve months. The accompanying financial
statements have been prepared in accordance with accounting principles generally accepted in the United States of America on a going concern basis, which
contemplates the realization of assets and the satisfaction of liabilities in the normal course of business. Accordingly, the financial statements do not include
any adjustments relating to the recoverability of assets and classification of liabilities that might be necessary should the Company be unable to continue as
a going concern. The accompanying Report of Independent Registered Public Accounting Firm on our financial statements also includes a going concern
paragraph.

Significant declines or continuation of currently low prices in oil and natural gas will adversely affect our ability to meet our capital expenditure
obligation and financial commitments, and our financial results, cash flows, access to capital and ability to grow.

        Our revenues, operating results, cash flow, profitability and future rate of growth depend upon the prevailing prices of, and demand for, oil and natural
gas. All of our operating revenues are derived from the sale of our oil and natural gas production. If the currently depressed prices in oil and natural gas do not
improve, this will continue to impose material adverse effects on our financial position, our ability to meet our capital expenditure obligations and
commitments, our results of operations, our access to capital and the quantities of oil and natural gas that may be economically produced by us. Decreases or
continuation in depressed price levels for an extended period negatively affects us in several ways including:

• our cash flow will be reduced, which will decrease funds available for capital investments employed to replace reserves, increase production
and operate our properties; 

• certain reserves will no longer be economic to produce, resulting in lower proved reserves and cash flow and charges to earnings that impair
the value of these assets; and 

• access to other sources of capital, such as bank loans and equity or debt markets, could be severely limited or unavailable.

In light of prevailing oil prices and the necessity of a debt restructuring, Warren elected to not make the approximately $7.5 million interest payment due
February 1, 2016 on its Senior Notes. The applicable 30-day grace period for such interest payment has expired, and consequently an event of default under
the indenture governing such notes has occurred and is continuing. This status gives the indenture trustee and the holders of not less than 25% in aggregate
principal amount of the Senior
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Notes the right declare the entire principal amount of the Senior Notes plus accrued and unpaid interest due and payable. In addition, this status has resulted
in events of default under Warren's first lien credit facility and its second lien credit facility, entitling the administrative agents and lead lenders thereunder to
declare all obligations under the Credit Facilities to be immediately due and payable. However, thus far, no such acceleration of Warrens debt obligations has
occurred. Nevertheless, these debt instruments are now reclassified from long-term liabilities to current liabilities.

        Although Warren is continuing to seek a workable agreement regarding a consensual, out-of-court restructuring of its indebtedness, a failure to achieve
such an agreement will likely necessitate seeking protection from its creditors through a bankruptcy proceeding, in order to preserve and maximize value for
its stakeholders. Furthermore, Warren and its lenders are continuing to evaluate whether a consensual restructuring should be effected outside or through a
bankruptcy proceeding.

Oil and natural gas prices are volatile. Volatility in oil and natural gas prices can adversely affect our business, financial condition and results of
operations. This volatility also makes valuation of oil and natural gas producing properties difficult and can disrupt markets.

        Oil and natural gas prices have historically been, and are likely to continue to be, volatile. Oil and natural gas prices are subject to wide fluctuations in
response to relatively minor changes in the supply of and demand for oil and natural gas, market uncertainty and a variety of additional factors that are
beyond our control. Some of the factors that cause these fluctuations are:

• demand for oil and natural gas, which is affected by worldwide population growth, economic development and general economic and business
conditions; 

• the levels and location of natural gas and oil supply and demand and expectations regarding supply and demand, including the potential
long-term impact of an abundance of natural gas from shale plays in the United States on the global natural gas supply; 

• political and economic uncertainty and socio-political unrest; 

• the price and quality of foreign imports of oil and natural gas; political and economic conditions in oil and natural gas producing countries,
especially the Middle East, Africa, Russia and South America; 

• the willingness and ability of the Organization of Petroleum Exporting Countries ("OPEC") to set and maintain oil price and production
controls; 

• the level of domestic and international exploration, drilling and production activity; 

• the level of global inventories; 

• the cost of exploring for, developing, producing and delivering oil and natural gas; 

• the availability, proximity and capacity of gathering, transportation, processing and/or refining facilities in regional or localized areas that
may affect the realized price for natural gas and oil; 

• weather conditions and changes in weather patterns; 

• the price and availability of, and demand for, competing energy sources, including coal, liquefied natural gas, and alternative energy sources; 

• the extent to which natural gas markets in the United States become integrated with global natural gas markets through the approval and
development of infrastructure supporting the export of liquefied and other natural gas; 

• technological advances affecting energy consumption and production; 

• the nature and extent of governmental regulation and taxation, including environmental regulations affecting competing energy sources as
well as natural gas;
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• risks associated with operating drilling rigs; and 

• variations between product prices at sales points and applicable index prices.

        Additionally, continuance of the current lower natural gas price environment, further declines in natural gas prices and the lack of natural gas storage
may have the following effects on our business:

• reduction of our revenues, operating income and cash flows; 

• curtailment or shut-in of our natural gas production due to lack of transportation or storage capacity; 

• cause certain of our properties to become economically unviable; 

• cause material or significant reductions in our capital investment programs, resulting in a failure to develop our natural gas reserves; and 

• limit our financial condition, liquidity, and/or ability to finance planned capital expenditures and operations.

        The long-term effects of these and other conditions on the prices of oil and natural gas are uncertain. Price volatility makes it difficult to budget and
project the return on exploration and development projects involving our oil and natural gas properties and to estimate with precision the value of producing
properties that we may own or propose to acquire. In addition, unusually volatile prices often disrupt the market for oil and natural gas properties as buyers
and sellers have more difficulty agreeing on the purchase price of properties. Our cash flow and results of operations depend to a great extent on the
prevailing prices for oil and natural gas. Our annual and quarterly results of operations may fluctuate significantly as a result of, among other things,
variations in oil and natural gas prices and production performance. In recent years, oil and natural gas price volatility has become increasingly severe, and
continuing volatility may have a material adverse effect on our future business, financial condition and results of operations.

        In addition, the assets in the Marcellus Shale have a natural gas supply agreement with a subsidiary of Procter and Gamble. During the years ended
December 31, 2014 and 2015, approximately 27.8% and 31.8%, respectively, of the assets production was sold pursuant to this agreement. During these same
periods, the prices that were received for production under this contract generally were higher than the prices received for natural gas from other third parties.
The customer has elected to terminate the agreement effective June 30, 2016. While we are in discussions with the customer to renew or extend the
agreement, there can be no assurance that we will be successful in doing so or that the price secured under the contract will be advantageous compared to
market pricing at the time of sale. If we are unable to renew or extend the agreement, or if we negotiate a price that is lower than what is ultimately available
in the open market, our revenues may be unfavorably impacted.

Our Credit Facilities and the indenture governing our Senior Notes contain operating and financial restrictions that may restrict our business and
financing activities.

        Our Credit Facilities and the indenture governing our Senior Notes (the "Indenture") contain, and any future indebtedness we incur may contain, a
number of restrictive covenants that will impose significant operating and financial restrictions on us, including restrictions on our ability to, among other
things:

• sell assets, including equity interests in our subsidiaries; 

• pay distributions on, redeem or repurchase our common stock or redeem or repurchase our subordinated debt; 

• incur or guarantee additional indebtedness or issue preferred stock; 

• create or incur certain liens;
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• make certain acquisitions and investments; 

• redeem or prepay other debt; 

• enter into agreements that restrict distributions or other payments from our restricted subsidiaries to us; 

• consolidate, merge or transfer all or substantially all of our assets; 

• engage in transactions with affiliates; 

• create unrestricted subsidiaries; 

• enter into sale and leaseback transactions; and 

• engage in certain business activities.

        In addition, we are required under our First Lien Credit Facility to maintain compliance with certain ratios of secured debt to EBITDA as of June 30,
2016.

        As a result of these covenants, we will be limited in the manner in which we conduct our business, and we will be unable to engage in favorable business
activities or finance future operations or capital needs.

        Our ability to comply with some of the covenants and restrictions contained in our Credit Facilities and the Indenture as well as prevailing oil prices
have given rise to the necessity of a debt restructuring. As a result, Warren elected to not make the approximately $7.5 million interest payment due
February 1, 2016 on its Senior Notes. The applicable 30-day grace period for such interest payment has expired, and consequently an event of default under
the indenture governing such notes has occurred and is continuing. This status gives the indenture trustee and the holders of not less than 25% in aggregate
principal amount of the Senior Notes the right to declare the entire principal amount of the Senior Notes plus accrued and unpaid interest due and payable. In
addition, this status has resulted in events of default under Warren's first lien credit facility and its second lien credit facility, entitling the administrative
agents and lead lenders thereunder to declare all obligations under the Credit Facilities to be immediately due and payable. However, thus far, no such
acceleration of Warrens debt obligations has occurred. Nevertheless, these debt instruments are now reclassified from long-term liabilities to current
liabilities.

        Although Warren is continuing to seek a workable agreement regarding a consensual, out-of-court restructuring of its indebtedness, a failure to achieve
such an agreement will likely necessitate seeking protection from its creditors through a bankruptcy proceeding, in order to preserve and maximize value for
its stakeholders. Furthermore, Warren and its lenders are continuing to evaluate whether a consensual restructuring should be effected outside or through a
bankruptcy proceeding.

We may not be able to generate sufficient cash to service all of our indebtedness, and may be forced to take other actions to satisfy our obligations under
our indebtedness, which may not be successful.

        Our ability to make scheduled payments on or to refinance our debt obligations depends on our financial position, results of operations and cash flows,
which is subject to prevailing economic and competitive conditions, our ability to renegotiate terms, and to certain financial, business and other factors
beyond our control. In light of prevailing oil prices and the necessity of a debt restructuring, Warren elected to not make the approximately $7.5 million
interest payment due February 1, 2016 on its Senior Notes. The applicable 30-day grace period for such interest payment has expired, and consequently an
event of default under the indenture governing such notes has occurred and is continuing. This status gives the indenture trustee and the holders of not less
than 25% in aggregate principal amount of the Senior Notes the right declare the entire principal amount of the Senior Notes plus accrued and unpaid interest
due and payable. In addition, this status has resulted in events of default under Warren's first lien credit facility and its second lien credit facility, entitling the
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administrative agents and lead lenders thereunder to declare all obligations under the Credit Facilities to be immediately due and payable. However, thus far,
no such acceleration of Warren's debt obligations has occurred. Nevertheless, these debt instruments are now reclassified from long-term liabilities to current
liabilities.

        Although Warren is continuing to seek a workable agreement regarding a consensual, out-of-court restructuring of its indebtedness, a failure to achieve
such an agreement will likely necessitate seeking protection from its creditors through a bankruptcy proceeding, in order to preserve and maximize value for
its stakeholders. Furthermore, Warren and its lenders are continuing to evaluate whether a consensual restructuring should be effected outside or through a
bankruptcy proceeding.

Our proved reserves are estimates based on many assumptions that may turn out to be inaccurate. Any material inaccuracies in these reserve estimates or
underlying assumptions will materially affect the quantities and present value of our reserves.

        No one can measure underground accumulations of oil and natural gas in an exact way. There are numerous uncertainties inherent in estimating
quantities of hydrocarbon reserves, including many factors beyond our control that could cause the quantities and present value of our reserves to be
overstated or understated. Oil and natural gas reserve engineering requires subjective estimates of underground accumulations of oil and natural gas and
assumptions concerning future oil and natural gas prices, production levels, operating and development costs, drilling expenses, severance and excise taxes,
capital expenditures, ownership and title matters, taxes and the availability of funds. The engineering process of estimating oil and natural gas reserves is
complex and is not an exact science. It requires interpretations of available geological, geophysical, engineering and economic data for each reservoir.
Therefore, these estimates are inherently imprecise.

        Estimates of reserves based on risk of recovery and estimates of expected timing and future net cash flows prepared or audited by different engineers, or
by the same engineers at different times, may vary substantially. Because of the subjective nature of oil and natural gas reserve estimates, each of the
following items may differ materially from the amounts or other factors estimated:

• the amount and timing of oil and natural gas production; 

• the revenues and costs associated with that production; and 

• the amount and timing of future development expenditures.

        Over time, our independent petroleum engineering consultants may make material changes to reserve estimates by taking into account the results of
actual drilling, testing, and production. Further, the potential for future reserve revisions, either upward or downward, is significantly greater than normal
because a significant portion of our potential reserves are undeveloped.

        In accordance with SEC requirements, our estimates of proved reserves for 2015 were determined based on a historical 12-month average price as of the
first day of each month during the fiscal year. In a given year, actual prices and costs may be materially higher or lower than those used to calculate our
estimated proved reserves. Significant variance from these prices and costs could greatly affect our estimates of reserves. In addition, proved undeveloped
reserves locations may be limited to those scheduled to be drilled within the next five years.
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        As of December 31, 2015 and 2014, approximately 20% and 41%, respectively, of our estimated net proved reserves were undeveloped. Undeveloped
reserves, by their nature, are less certain. Recovery of undeveloped reserves requires significant capital expenditures and successful drilling operations.
Additionally, as oil and natural gas commodity prices become lower, the quantity of economically recoverable proved reserves declines. The reserve data
assumes that we will make significant capital expenditures to develop our reserves. We have prepared estimates of our oil and natural gas reserves and the
costs associated with these reserves in accordance with industry standards. However, the estimated costs may not be accurate, development may not occur as
scheduled, or the actual results may not be as estimated. We may not have, or be able to obtain, the capital we need to develop these proved reserves.

        Actual oil and natural gas prices, future production, revenues, operating expenses, taxes, development expenditures and quantities of recoverable oil and
natural gas reserves will most likely vary from those estimated. Any significant variance could materially affect the estimated quantities and present value of
future net revenues set forth in this annual report on Form 10-K. A further reduction in oil and natural gas prices, for example, would reduce the value of
proved reserves and reduce the amount of oil and natural gas that could be economically produced, thereby reducing the quantity of reserves. We may adjust
estimates of proved reserves to reflect production history, results of exploration and development, prevailing oil and natural gas prices and other factors,
many of which are beyond our control.

        You should not assume that the present value of future net revenues referred to in this annual report on Form 10-K is the current market value of our
estimated oil and natural gas reserves. The Standardized Measure is a reporting convention that provides a common basis for comparing oil and natural gas
companies subject to the rules and regulations of the SEC. Our non-GAAP financial measure, PV-10 Value, is a similar reporting convention that we have
disclosed in this annual report on Form 10-K. In accordance with SEC requirements, the standardized measure of estimated discounted future net cash flows
from proved reserves are generally based on average twelve-month prices and costs as of the first day of each month during the fiscal year. Actual future
prices and costs may be materially higher or lower than such prices and costs. Any change in consumption by oil and natural gas purchasers or in
governmental regulations or taxation will also affect actual future net cash flows. The timing of both the production and the expenses for the development
and production of our oil and natural gas properties will affect the timing of actual future net cash flows from proved reserves and their present value. In
addition, the 10% discount factor, which is required by the SEC to be used in calculating discounted future net cash flows for reporting purposes, is not
necessarily the most appropriate discount factor, nor does it reflect discount factors used in the marketplace for the purchase and sale of oil and natural gas
properties. Conditions in the oil and natural gas industry and oil and natural gas prices will affect whether the 10% discount factor accurately reflects the
market value of our estimated reserves.

We may not be able to drill wells on a substantial portion of our acreage.

        We may not be able to drill on a substantial portion of our acreage for various reasons. We may not generate or be able to raise sufficient capital to do so.
Deterioration in commodity prices may also make drilling some acreage uneconomic. Our actual drilling activities and future drilling budget will depend on
drilling results, oil and natural gas prices, the availability and cost of capital, drilling and production costs, availability of drilling services and equipment,
lease expirations, gathering system and pipeline transportation constraints, regulatory approvals and other factors. In addition, any drilling activities we are
able to conduct may not be successful or add additional proved reserves to our overall proved reserves, which could have a material adverse effect on our
future business, financial condition and results of operations.
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We are subject to complex federal, state, local and other laws and regulations that could adversely affect the cost, manner or feasibility of doing business.

        Our exploration, development, production and marketing operations are regulated extensively at the federal, state and local levels. Under these laws and
regulations, we could be held liable for personal injuries, property damage (including site clean-up and restoration costs), and other damages. Failure to
comply with these laws and regulations may also result in the suspension or termination of our operations, or subject us to administrative, civil and criminal
penalties and damages.

        Environmental and other governmental laws and regulations also increase the costs to plan, permit, design, drill, install, operate and abandon oil and
natural gas wells. Moreover, public interest in environmental protection has increased in recent years, and environmental organizations have opposed, with
some success, certain drilling projects. Compliance costs are significant. The exploration and production of oil and gas involves many risks concerning
equipment and human operational problems that could lead to leaks or spills of petroleum products. These laws and regulations, particularly in California,
Pennsylvania and Wyoming, are extensive, involve severe penalties and could change in ways that substantially increase our costs and associated liabilities.
As a result, there can be no assurance that our anticipated production levels will be realized or that our estimates of proved reserves will not be negatively
impacted.

        Part of the regulatory environment in which we operate includes, in some cases, federal and state requirements for performing or preparing EAs, EISs,
studies, reports and/or plans of development before commencing exploration and production activities. These regulations may impose significant costs and
delays on our operations and, as a result, may hinder or limit the quantity of oil and natural gas we may ultimately be able to produce and sell.

        A major risk inherent in our drilling plans is the need to obtain drilling permits from applicable federal, state and local authorities. Delays in obtaining
regulatory approvals or drilling permits for producing and water injection wells, the failure to obtain a drilling permit for a well, or the receipt of a permit with
excessive conditions or costs could have a material adverse effect on our ability to explore or develop our properties. Additionally, the oil and natural gas
regulatory environment could change in ways that might substantially increase the financial and managerial costs to comply with the requirements of these
laws and regulations and, consequently, adversely affect our profitability. Furthermore, we may be put at a competitive disadvantage to larger companies in
our industry that can spread these additional costs over a greater number of wells and larger operating area. Any or all of these contingencies could delay or
halt our drilling activities or the construction of ancillary facilities necessary for production, which would prevent us from developing our property interests
as planned. Conditions, delays or restrictions imposed on the management of groundwater produced during drilling could severely limit our operations or
make them uneconomic.

        We cannot be certain that existing laws or regulations, as currently interpreted or reinterpreted in the future, or future laws or regulations will not harm
our business, results of operations and financial condition. Our operations are subject to regulation and permitting in various aspects, including, but not
limited to:

• drilling permits; 

• water discharge and disposal permits for drilling operations; 

• the amounts and types of substances and materials that may be released into the environment; 

• drilling and operating bonds; 

• environmental matters and reclamation; 

• spacing of wells;

42



Table of Contents

• the permitting and use of underground injection wells, which affects the disposal of water from our wells; 

• occupational safety and health; 

• unitization and pooling of properties; 

• air quality, noise levels and related permits; 

• rights-of-way and easements; 

• reports concerning operations to regulatory authorities; 

• calculation and payment of royalties; 

• gathering, transportation and marketing of oil and natural gas; 

• taxation; and 

• waste disposal.

        Under these laws and regulations, we could be liable for:

• personal injuries; 

• property damage; 

• oil spills; 

• discharge or disposal of hazardous materials; 

• well reclamation costs; 

• surface remediation and clean-up costs; 

• fines and penalties; 

• natural resource damages; and 

• other environmental protection and damages issues.

        See "Item 1: Business—Regulations and Environmental Matters" for a more detailed discussion of laws and regulations affecting our operations.

Federal, state and local legislative and regulatory initiatives relating to hydraulic fracturing as well as governmental reviews of such activities could
result in increased costs and additional operating restrictions or delays in the completion of oil and natural gas wells and adversely affect our production.

        Some of our completion activities and our operations in Pennsylvania involve the use of hydraulic fracturing, which is an important and common
process that creates a fracture extending from the well bore in a rock formation to enable oil or natural gas to move more easily through the rock pores to a
production well. Fractures are typically created through the injection of water, sand or alternative proppant and chemicals under pressure into target
geological formations to fracture the surrounding rock and stimulate production. We regularly use hydraulic fracturing as part of our operations in
Pennsylvania. In California, our completion activities do not involve hydraulic fracturing, but do involve other technologies. Presently, hydraulic fracturing
is regulated primarily at the state level, typically by state oil and natural gas commissions and similar agencies, however, legislative and regulatory efforts at
the federal, state and local government level where we operate have been made to render permitting and compliance requirements more stringent for
hydraulic fracturing and other technologies used to increase production. For example, the City of Los Angeles is currently considering whether to amend its
zoning code to restrict or prohibit hydraulic fracturing and other completion activities. This and
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similar proposals, if adopted, would likely increase our costs and make it more difficult, or impossible, to pursue some of our development projects.

        In addition, with increased public concern regarding the potential for hydraulic fracturing to adversely affect drinking water supplies, proposals have
been made to enact federal, state and local legislation and regulations that would increase the regulatory burden imposed on hydraulic fracturing. For
example, the U.S. Environmental Protection Agency, or the EPA, has asserted federal regulatory authority pursuant to the federal Safe Drinking Water Act, or
SDWA, over certain hydraulic fracturing activities involving the use of diesel fuels. The Safe Drinking Water Act regulates the underground injection of
substances through the Underground Injection Control ("UIC") program and exempts hydraulic fracturing from the definition of "underground injection".
However, Congress has from time to time considered legislation that would amend the SDWA to repeal the exemption for hydraulic fracturing from the
definition of "underground injection" and require federal permitting and regulatory control of hydraulic fracturing, as well as require disclosure of the
chemical constituents of the fluids used in the fracturing process. The U.S. Congress may consider similar SDWA legislation in the future.

        In February 2014, the EPA asserted federal regulatory authority under the SDWA's UIC program over hydraulic fracturing involving diesel additives, and
requested comments in May 2014 on a proposal to require disclosure of chemical ingredients in hydraulic fracturing fluids under the Toxic Substances
Control Act. Because the EPA's Advanced Notice of Proposed Rulemaking did not propose any actual regulation, it is unclear how any federal disclosure
requirements that add to any applicable state disclosure requirements already in effect may affect our operations. Further, on October 21, 2011, the EPA
announced its intention to propose federal Clean Water Act regulations governing wastewater discharges from hydraulic fracturing and certain other natural
gas operations, but has not yet proposed any such regulations. In addition, the U.S. Department of the Interior published final rules in March of 2015 that
update existing regulation of hydraulic fracturing activities on federal and Indian lands, including requirements for chemical disclosure, well bore integrity
and handling of flowback water. Studies by the EPA and other federal agencies are underway that focus on the environmental aspects of hydraulic fracturing
activities. The draft assessment of potential impacts of hydraulic fracturing for oil and gas on drinking water resources was released for public comment in
June of 2015. These studies could spur further regulation. Additional regulations adopted at the federal or state level could result in permitting delays and
cost increases.

        Along with several other states, Pennsylvania has adopted laws and proposed regulations that require oil and natural gas operators to disclose chemical
ingredients and water volumes used to hydraulically fracture wells, in addition to more stringent well construction and monitoring requirements. The
chemical ingredient information is generally available to the public via online databases, and this may bring more public scrutiny to hydraulic fracturing
operations. In addition, local governments may also adopt ordinances within their jurisdictions regulating the time, place and manner of drilling activities in
general or hydraulic fracturing activities in particular or prohibit the performance of well drilling in general or hydraulic fracturing, in particular. In
Pennsylvania, although the legislature passed legislation to make regulation of drilling uniform throughout the state, the Pennsylvania Supreme Court in
Robinson Township v. Commonwealth of Pennsylvania struck down portions of that legislation. Following this decision, local governments in Pennsylvania
may adopt ordinances regulating drilling and hydraulic fracturing activities, especially within residential areas. If new or more stringent federal, state, or local
legal restrictions relating to the hydraulic fracturing process are adopted in areas where we operate, we could incur potentially significant added costs to
comply with such requirements, experience delays or curtailment in the pursuit of exploration, development, or production activities, and perhaps even be
precluded from drilling wells.
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Our derivatives activities could result in financial losses or could reduce our income.

        In order to achieve a more predictable cash flow, reduce our exposure to adverse fluctuations in the prices of oil and natural gas, and comply with credit
agreement requirements, we currently, and may in the future, enter into financial derivatives contracts affecting a portion of our oil and natural gas
production. Financial derivatives contracts expose us to the risk of financial loss in some circumstances, including when:

• production is less than expected; 

• the counterparty to the derivatives contract defaults on its contractual obligations; or 

• there is a change in the expected differential between the underlying price in the hedging agreement and the actual price received.

        In addition, these types of derivatives arrangements limit the benefit we would receive from increases in the prices for oil and natural gas for the
production affected by the financial derivatives contracts and may expose us to cash margin requirements or increased demands for collateral from our
counterparties to such contracts.

        Financial uncertainties in the broader economy as a whole may increase the risk that a counterparty may default on its obligations, as was demonstrated
by the recent sub-prime mortgage losses incurred by many banks and other financial institutions (and which prompted the U.S. Congress to attempt to
mitigate such risks in the future through the Dodd-Frank Act). Such losses, if they occur, may affect the ability of the counterparties to meet their obligations
to us on derivatives transactions, which would reduce our revenues from derivatives at a time when we are also receiving a lower price for our oil and natural
gas sales. As a result, our financial condition could be materially or adversely affected. In addition, any event of default may trigger a termination of our
swaps, which could result in us incurring substantial liability.

        We have elected not to designate our commodity derivatives as cash flow hedges for accounting purposes. Accordingly, such contracts are recorded at
fair value on our Consolidated Balance Sheet and changes in fair value are recorded in the Consolidated Statements of Operations as they occur.

The provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act (the "Dodd-Frank Act") relating to the regulations of swaps and the
rules thereunder could have an adverse effect on our ability to use derivative instruments to hedge risks associated with our business.

        Provisions of the Dodd-Frank Act and rules adopted and that will be adopted by the Commodity Futures Trading Commission (the "CFTC") pursuant to
those provisions of the Dodd-Frank Act (the "CFTC Rules") regulate derivative contracts falling within the Dodd-Frank Act's definition of "swaps," the
markets in swaps and the parties who enter into them, including parties qualifying as "Swap Dealers" and "Major Swap Participants" (as those terms are
defined in the Dodd-Frank Act). True physical forward transactions (transactions requiring physical delivery of a commodity in the future) are specifically
exempt from the definition of "swap" and most provisions of the Dodd Frank Act and the CFTC. Provisions of Dodd-Frank Act require mandatory clearing
over a derivatives clearing organization and mandatory trade execution over a board of trade or swap execution facility of over-the-counter swaps falling in
classes of swaps designated by the CFTC for mandatory clearing unless an exception or exemption from such clearing is available. Were we to enter into
cleared swaps, we would be required to post margin with respect to such swaps in the form of cash or, in certain circumstances, cash or certain classes of
securities. Rules adopted by the CFTC and the U.S. prudential banking regulators (the "Margin Rules") require collection of margin by regulated parties from
their counterparties other than "non-financial end users" of swaps in certain circumstances with respect to uncleared swaps, which margin must be posted in
the form of cash, certain classes of securities or gold. In addition, as required by the Dodd-Frank Act, the CFTC is in the process of adopting rules limiting
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the aggregate size of the positions in swaps that are not bona fide hedges that parties may hold at any time. The Dodd-Frank Act and the CFTC Rules also
impose certain record keeping and reporting requirements on parties to swaps and other requirements on parties qualifying as Swap Dealers and Major Swap
Participants.

        As a party whose core business is the exploration, production and sale of oil, natural gas or other energy commodities, and whose positions in swaps are
solely for the purpose of hedging commercial risks associated with its core business, and not for trading swaps, we believe that we will be eligible to elect the
end user exception from the mandatory clearing and trade execution requirements for any swaps we enter that are subject to such requirements. Moreover, we
believe we will qualify as a "non-financial end user" under the Margin Rules and will not be required to post margin under the Margin Rules with respect to
any uncleared swaps to which we are a party. However, our counterparties to uncleared swaps we enter into in the future may contractually require us to post
collateral with respect to such uncleared swaps as we are currently required to do with respect to our existing swaps, which are collateralized by our oil and
natural gas properties and other assets, not including cash. If we were to have to clear any swap to which we are a party and post margin with respect thereto or
post margin under the Margin Rules with respect to any uncleared swaps, we would likely have to use our cash to post such margin, which would adversely
affect our liquidity and our ability to fund our operations.

        Although we do not expect to be deemed to be, or to be regulated as, as "Swap Dealer" or "Major Swap Participant," our counterparties in financial
derivatives contracts may be regulated as "Swap Dealers" or "Major Swap Participants" and, in order to comply with regulations applicable to them, these
counterparties may require that we supply certain information to them from time-to-time, and engage in certain procedures regarding the swaps we enter into
with them.

        The nature and scope of the provisions of the Dodd-Frank Act relating to the regulation of swaps and the CFTC Rules thereunder could adversely affect
our ability to implement and execute our hedging strategy. In addition, our hedging activities could result in the imposition of additional administrative
burdens on us and expenses to us. Moreover, the requirements and limitations imposed by the Dodd-Frank Act and the CFTC Rules on our derivative
counterparties could increase the costs of pursuing our hedging strategy and cause us to use our cash to post margin in certain circumstances. Finally, since
the swaps regulatory provisions of the Dodd-Frank Act were intended, in part, to decrease the volatility of commodity prices by restricting speculative
trading in derivatives contracts, our revenues could be negatively affected if the Dodd-Frank Act and the CFTC Rules result in lower commodity prices. Any
of these consequences could have a material adverse effect on us, our financial condition, our results of operations, our cash flows and our liquidity.

Our hedging program may be inadequate to protect us against continuing and prolonged declines in the price of oil and natural gas.

        We have significant percentages of estimated volumes hedged through 2016 (274,000 bbls of oil and 14.3 Bbtu of natural gas). These hedges may be
inadequate to protect us from continuing and prolonged declines in the price of oil and natural gas. Additionally, we have not entered into any significant
hedging transactions with respect to our anticipated 2017 oil and gas production. To the extent that oil and natural gas prices remain at current levels or
decline further, we will not be able to hedge future production at the same level as our current hedges, and our results of operations and financial condition
would be negatively impacted.
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Proposed changes to U.S. and state tax laws, if adopted, could have an adverse effect on our business, financial condition, results of operations and cash
flows.

        President Obama has made proposals, including in the Budget for Fiscal Year 2016, that would, if enacted into law, make significant changes to United
States tax laws, including the elimination of certain key U.S. federal income tax incentives currently available to oil and natural gas exploration and
production companies. Legislation has been introduced in Congress that would implement many of President Obama's proposals. These changes include, but
are not limited to, (i) the repeal of the percentage depletion allowance for oil and natural gas properties, (ii) the elimination of current deductions for
intangible drilling and development costs, (iii) the elimination of the deduction for certain U.S. production activities for oil and gas production, and (iv) an
extension of the amortization period for certain geological and geophysical expenditures. It is unclear, however, whether any such changes will be enacted or
how soon such changes could be effective. The passage of any legislation as a result of these proposals or any other similar changes in U.S. federal income tax
laws could defer or eliminate certain tax deductions that are currently available with respect to oil and natural gas exploration and development, and any
such change could negatively affect our financial condition, results of operations and cash flows.

        We could also be adversely affected by future changes to applicable state tax laws and regulations. For example, proposals have been made to amend
California State and local laws to impose "windfall profits," severance or other taxes on oil and natural gas companies. If any of these proposals become law,
our costs would increase, possibly materially. Significant financial difficulties currently facing the State of California and other localities may increase the
likelihood that one or more of these proposals will become law. For example, in California, there have been proposals at the legislative and executive levels
over the past several years for tax increases which have included a severance tax as high as 12.5% on all oil production in California. Although the proposals
have not passed the California Legislature, the financial crisis in the State of California could lead to a severance tax on oil being imposed in the future.

        In February 2012, the state legislature of Pennsylvania passed a new natural gas impact fee. The legislation imposes an annual fee on natural gas and oil
operators for each well drilled for a period of fifteen years. The fee is on a sliding scale set by the Public Utility Commission and is based on two factors:
changes in the Consumer Price Index and the average NYMEX natural gas prices from the last day of each month. There can be no assurance that the impact
fee will remain as currently structured or that new or additional taxes will not be imposed. In addition, there is currently no severance tax imposed on natural
gas or oil in Pennsylvania. However, on February 11, 2015, Pennsylvania Governor Tom Wolf proposed the Pennsylvania Education Reinvestment Act, a
new severance tax targeting proceeds from production of unconventional natural gas wells within the state of Pennsylvania. The proposal includes a 5% tax
on the value of the gas at the wellhead plus a 4.7cents per thousand cubic feet of volume severed. Additionally, no portion of the tax imposed in this
legislation would be allowed to be deducted from royalty payments. The Governor's office has stated that this proposal would replace the existing impact fee.
There is no assurance as to the final form of the proposal, or whether the proposal will be adopted. Changes to the current impact fee, or the imposition of a
new severance tax, could negatively affect our future cash flows and financial condition; however, no assurance can be made until the severance tax is made
final.

Our operations are subject to environmental and occupational health and safety laws and regulations that may expose us to significant costs and
liabilities.

        Our oil and natural gas exploration and production operations are subject to stringent and comprehensive federal, regional, state and local laws and
regulations governing occupational health and safety aspects of our operations, the discharge of materials into the environment, or otherwise relating to
environmental protection. These laws and regulations may impose numerous obligations applicable
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to our operations, including the acquisition of a permit before conducting drilling or other regulated activities; restriction of types, quantities and
concentration of materials that can be released into the environment; limitation or prohibition of drilling activities on certain lands lying within wilderness,
wetlands and other protected areas; application of specific health and safety criteria addressing worker protection; and imposition of substantial liabilities for
pollution resulting from our operations. Numerous governmental authorities, such as the EPA, and analogous state agencies have the power to enforce
compliance with these laws and regulations and the permits issued under them, oftentimes requiring difficult and costly compliance or corrective actions.
Failure to comply with these laws and regulations may result in the assessment of sanctions, including administrative, civil or criminal penalties, the
imposition of investigatory or remedial obligations and the issuance of orders limiting or prohibiting some or all of our operations.

        There is inherent risk of incurring significant environmental costs and liabilities in the performance of our operations, as a result of our handling of
petroleum hydrocarbons and wastes, because of air emissions and wastewater discharges related to our operations and due to historical industry operations
and waste disposal practices. Under certain environmental laws and regulations, we could be subject to joint and several, strict liability for the removal or
remediation of previously released materials or property contamination regardless of whether we were responsible for the release or contamination or if the
operations were not in compliance with all applicable laws at the time those actions were taken. Private parties, including the owners of properties upon
which our wells are drilled and facilities where our petroleum hydrocarbons or wastes are taken for reclamation or disposal, also may have the right to pursue
legal actions to enforce compliance as well as to seek damages for non- compliance with environmental laws and regulations or for personal injury or
property or natural resource damages. In addition, the risk of accidental spills or releases could expose us to significant liabilities that could have a material
adverse effect on our business, financial condition or results of operations. Environmental advocacy groups and others continue to raise questions and
concerns about potential environmental issues that may be associated with hydraulic fracturing, horizontal drilling, and related operations that are key
aspects of our business, including concerns about potential impacts on groundwater quality, seismic activity, and greenhouse gas emissions; any of these
could lead to changes in regulations in one or more of the jurisdictions in which we operate. Changes in environmental laws and regulations occur
frequently, and any changes that result in more stringent or costly well drilling, construction, completion or water management activities, or waste control,
handling, storage, transport, disposal or cleanup requirements could require us to make significant expenditures to attain and maintain compliance and may
otherwise have a material adverse effect on our own results of operations, competitive position or financial condition. We may not be able to recover some or
any of these costs from insurance.

The geographic concentration of our oil reserves in California exposes us to more risks and may have a greater effect on our ability to sell our oil
production than if our reserves were more geographically diversified.

        A substantial portion of our revenues are generated from oil sales and all of our oil reserves are located in California. Any regional events, including
price fluctuations, natural disasters and restrictive regulations that increase costs, reduce availability of equipment or supplies, reduce demand or limit our
production may impact our operations more than if our reserves were more geographically diversified.

        Our California oil production is, on average, heavier than premium grade light oil and the margin (sales price minus production costs) is generally less
than that of lighter oil sales due to the processes required to refine this type of oil and the transportation requirements. As such, the effect of material price
decreases will more adversely affect the profitability of heavy oil production compared with lighter grades of oil.
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We are subject to the full cost ceiling limitation which may result in a write-down of our estimated net reserves in the future.

        We utilize the full cost method of accounting for costs related to our oil and natural gas properties. Under the full cost method, we are subject to quarterly
calculations of a "ceiling" or limitation on the amount of our oil and natural gas properties that can be capitalized on our balance sheet. If the net capitalized
costs of our oil and natural gas properties exceed the cost center ceiling, we are subject to a write-down of our net oil and natural gas properties to the extent
of such excess. A capitalized cost ceiling test impairment also reduces earnings and impacts stockholders' equity in the period of occurrence and results in
lower amortization expense in future periods. The discounted present value of our proved reserves is a major component of the ceiling calculation and
represents the component that requires the most subjective judgments. The risk that we will be required to write down the carrying value of oil and natural
gas properties increases when oil and natural gas prices are depressed or volatile.

        The Company recorded impairment expense of $578.3 million and $-0- for 2015 and 2014 respectively, relating to its ceiling test write down of oil and
gas properties. This resulted from a significant drop in our PV-10 value reflecting lower commodity prices in 2015. The trailing twelve month SEC pricing
used in our reserve report for oil decreased 51% from $86.71 at December 31, 2014 to $42.81 at December 31, 2015 and twelve month gas prices decreased
46% from $3.22 at December 31, 2014 to $1.74 at December 31, 2015. Further ceiling write-downs may occur in future quarters as average SEC trailing
twelve month prices decline.

Certain of our undeveloped leasehold acreage is subject to leases that will expire over the next several years unless production is established on units
containing the acreage.

        As of December 31, 2015, we own leasehold interests in approximately 70,631 shallow undeveloped net acres in the Washakie Basin of Wyoming that
we believe may be prospective for CBM development and approximately 59,035 deep undeveloped net acres in areas we believe may be prospective for the
Niobrara Shale and other deep formations. A large portion of our acreage in the Washakie Basin is not currently held by production. Unless the BLM grants
further deferral of Warren's drilling obligation as described above, or production in paying quantities is established on these leases, or the leases are
committed to a new unit, approximately 3,829 net acres, 427 net acres and 28,781 net acres of these shallow leases will expire in 2016, 2017 and 2018,
respectively. If our leases expire, we will lose our right to develop the related properties, and could lose up to a total of 33,030 net acres of shallow rights and
32,798 total net acres of deep rights by the end of 2018.

        Our drilling plans for these areas are subject to change based upon various factors, many of which are beyond our control, including drilling results, oil
and natural gas prices, the availability and cost of capital, drilling and production costs, availability of drilling services and equipment, gathering system and
pipeline transportation constraints, and regulatory approvals. Further, some of our acreage is located in areas where we do not hold the majority of the acreage
and therefore it is likely that we will not be named the operator of these areas. As a non-operating leaseholder we have less control over the timing of drilling,
and there is additional risk of expirations occurring in sections where we are not the operator. Any of these factors may have a material adverse effect on our
future business, financial condition and results of operations.

Part of our strategy involves using some of the latest available horizontal drilling and completion techniques, which involve risks and uncertainties in their
application.

        Our operations in Pennsylvania involve utilizing some of the latest drilling and completion techniques as developed by us, other oil and gas exploration
and production companies and our service
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providers. Risks that we face while drilling, including or as a result of the application of these techniques, include, but are not limited to, the following:

• effectively controlling the level of pressure flowing from particular wells; 

• landing our wellbore in the desired drilling zone; 

• staying in the desired drilling zone while drilling horizontally through the formation; 

• running our casing the entire length of the wellbore; and 

• being able to run tools and other equipment consistently through the horizontal wellbore.

        Risks that we face while completing our wells, including or as a result of the application of these techniques, include, but are not limited to, the
following:

• the ability to fracture stimulate the planned number of stages; 

• the ability to run tools the entire length of the wellbore during completion operations; and 

• the ability to successfully clean out the wellbore after completion of the final fracture stimulation stage.

Drilling for and producing oil and natural gas are high risk activities with many uncertainties that could have a material adverse effect on our business,
financial condition or results of operations.

        Our future success depends largely on the success of our exploration, exploitation, development and production activities. These activities are subject to
numerous risks beyond our control, including the risk that we will not find any commercially productive natural gas or oil reservoirs. Our decisions to
purchase, explore, develop or otherwise exploit prospects or properties depends in part on the evaluation of geophysical and geological analyses, production
data, and engineering studies, the results of which are often inconclusive or subject to varying interpretations. Our costs of drilling, completing, producing
and operating wells are often uncertain before drilling commences. Drilling for oil and natural gas can be unprofitable, not only from dry holes, but from
productive wells that do not produce sufficient revenues to cover the costs or return a profit. In addition, our drilling and producing operations, may be
curtailed, delayed or canceled as a result of other factors, including:

• delays in obtaining drilling permits from applicable regulatory authorities; 

• unusual or unexpected geological formations; 

• unexpected drilling conditions, including ground shifting or quakes; 

• pressure or irregularities in geological formations; 

• equipment failures or accidents; 

• well blow-outs; 

• fires and explosions; 

• pipeline and processing interruptions or unavailability; 

• title problems; 

• objections from surface owners in the areas where we operate; 

• adverse weather conditions; 

• lack of market demand for oil and natural gas; 

• damage to natural resources due to underground migration of hydraulic fracturing fluids;
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• pollution and other environmental damage, including spills or mishandling of recovered hydraulic fracturing fluids; 

• delays imposed by or resulting from compliance with environmental and other regulatory requirements; 

• shortages of or delays in the availability or delivery of drilling rigs and equipment; and 

• reductions in oil and natural gas prices.

        Our future drilling activities may not be successful. Our drilling success rate could decline generally or within a particular area and we could incur losses
by drilling unproductive wells. Also, we may not be able to obtain sufficient contracts covering our lease rights in potential drilling locations. We cannot be
sure that we will ever drill our identified potential drilling locations, or that we will produce natural gas or oil from them or from any other potential drilling
locations. Shut-in wells, curtailed production and other production interruptions may negatively impact our business and result in decreased revenues.

All of our oil production in California is dedicated to one customer and as a result, our credit exposure to this customer is significant.

        We have entered into an oil marketing arrangement with Phillips 66 Company (formerly ConocoPhillips) under which Phillips 66 Company purchases
all of our net oil production in California. We generally do not require letters of credit or other collateral to support these trade receivables. Accordingly, a
material adverse change in their financial condition or their unwillingness to enter into future purchase arrangements could adversely impact our ability to
sell our California oil, and thereby adversely affect our business, results of operations or financial condition.

Our development and exploration operations require substantial capital and we may be unable to obtain needed capital or financing on satisfactory terms,
which could lead to a loss of properties and a decline in our oil and natural gas reserves.

        The oil and natural gas industry is capital intensive. We spend and will continue to need a substantial amount of capital for the acquisition, exploration,
exploitation, development and production of oil and natural gas reserves. We have historically addressed our short and long-term liquidity needs through the
use of cash flow provided by operating activities, borrowing under our Credit Facilities, and the issuance of equity and debt securities. Without adequate
financing we may not be able to successfully execute our operating strategy. The availability of these sources of capital will depend upon a number of
factors, some of which are beyond our control. These factors include:

• general economic, financial and market conditions; 

• oil and natural gas prices; 

• our market value and operating performance; 

• timely issuance of permits and licenses by governmental agencies; 

• the success of our CBM projects in the Washakie Basin; 

• the success of our waterflood recovery oil projects in the WTU and the NWU; 

• the success of our Marcellus Assets; 

• our success in locating and producing new reserves; 

• amounts of necessary working capital and expenses; and 

• the level of production from existing and new wells.
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        We may not be able to execute our operating strategy if we cannot obtain adequate capital. If low oil and natural gas prices, lack of adequate gathering or
transportation facilities, operating difficulties or other factors, many of which are beyond our control, cause our revenues and cash flows from operating
activities to decrease, our access to the capital markets could be hindered and the trading prices of our securities could decline further, limiting our ability to
obtain the capital necessary to sustain our operations.

        Additional financing sources may be required in the future to fund our developmental and exploratory drilling. Financing may not be available in the
future under existing or new financing arrangements, or we may not be able to obtain the necessary financing on acceptable terms, if at all. If sufficient capital
resources are not available, we may be forced to curtail drilling, acquisition and other operations, or sell some of our assets on an untimely or unfavorable
basis. We would also face a possible loss of properties and a decline in our oil and natural gas reserves, which would have an adverse effect on our business,
financial condition and results of operations.

Unless we replace our oil and natural gas reserves, our reserves and production will decline, which would adversely affect our business, financial condition
and results of operations.

        Producing oil and natural gas reservoirs generally are characterized by declining production rates that vary depending upon reservoir characteristics and
other factors. Our future success depends on our ability to find, develop or acquire additional oil and natural gas reserves that are economically recoverable.
Our proved reserves generally decline when production occurs, unless we conduct successful exploration or development activities or acquire properties
containing proved reserves, or both. We may not be able to find, develop or acquire additional reserves on an economic basis. Furthermore, if oil and natural
gas prices increase, our costs for additional reserves could also increase. Thus, our future oil and natural gas reserves and production, cash flow and income
are highly dependent on our success in efficiently developing and exploiting our current reserves and economically finding or acquiring additional
recoverable reserves. We may not be able to find, finance, acquire or develop additional reserves to replace our current and future production at acceptable
costs.

Our identified drilling location inventories are scheduled out over several years, making them susceptible to uncertainties that could materially alter the
occurrence or timing of their drilling.

        Our management has identified and scheduled drilling locations as an estimation of our future multi-year drilling activities on our existing acreage.
These identified drilling locations represent a significant part of our growth strategy. Our ability to drill and develop these locations depends on a number of
uncertainties, including the availability of capital, seasonal and weather conditions, regulatory approvals, oil and natural gas prices, costs and expenses, and
drilling and production results. Because of these uncertainties, we do not know if the potential drilling locations we have identified will ever be drilled, or if
we will be able to produce natural gas or oil from these or any other potential drilling locations. As such, our actual drilling activities may materially differ
from those presently identified, which could adversely affect our business, financial condition and results of operations.

We face increasing natural gas disposal regulations and costs in our Wilmington oil operations that could limit our oil production.

        The State of California and the EPA have restrictive regulations for the disposition of natural gas produced from our Wilmington oil drilling operations.
Natural gas production has continued to grow along with increasing oil production, particularly in the WTU. Because the gas volume from the WTU was
historically too low to justify gas sales equipment, the gas has been flared for many years under a permit from the South Coast Air Quality Management
District ("SCAQMD"). In late 2007, Warren entered into an agreement with the SCAQMD which allowed Warren to commission six microturbines to generate
electrical power from the otherwise flared gas and resume full production. As oil production grew since that time, the excess gas produced but not consumed
by our microturbines began
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to exceed our gas flare limitation. In March 2008, we presented our plan to the SCAQMD to seek approvals from regulatory authorities to dispose of our WTU
produced gas by re-injection in underground formations or by selling it directly to a third party user. Warren also applied to the SCAQMD for a permit to
construct a new high efficiency clean enclosed burner to replace the existing gas flare. Our filed applications for permits requested the authority to install and
operate certain pieces of new best available control technology equipment. On July 19, 2011 the SCAQMD certified the Company's CEQA documents and
issued all of the related permits, including gas handling equipment. These equipment upgrades will help increase the Company's oil processing capability to
a ceiling of 5,000 barrels of oil per day at the Wilmington Townlot Unit. As requested by the SCAQMD, in 2012 the Company began preparing an additional
analysis under CEQA to analyze and mitigate the potential air and other emissions that may be associated with pipeline connections and the installation of
gas transportation, compression and related equipment that will be required to sell excess gas through a local gas utility company to third parties. This
additional CEQA analysis was completed in late 2014, and construction permits were issued by the SCAQMD. Warren is currently constructing and installing
the gas transportation, compression and related equipment, and will schedule governmental inspections of the system and its operating capabilities in late
2016. Any delays in obtaining equipment or constructing the system; any delays by regulatory agencies or public utilities in approving or inspecting the
operation of the system or issuing permits in the future to operate the system or dispose of the natural gas, or our inability to locate a third party to purchase
the excess gas could limit our future oil production levels until such matters are resolved.

We may be affected by climate change and market or regulatory responses to climate change.

        Climate change, including the impact of global warming, could have a material adverse effect on our results of operations, financial condition, and
liquidity. Restrictions, caps, taxes, or other controls on emissions of greenhouse gasses, including exhaust from generators, engines and flaring of excess
natural gas, could significantly increase our operating costs. Restrictions on emissions could also affect businesses that (a) use oil and natural gas to produce
energy, or (b) manufacture or produce goods that consume significant amounts of energy or burn fossil fuels, including chemical producers, farmers and food
producers, and automakers and other manufacturers. Significant cost increases, government regulation, or changes of consumer preferences for goods or
services relating to alternative sources of energy or emissions reductions could materially affect the markets for the oil and natural gas commodities, which in
turn could have a material adverse effect on our results of operations, financial condition, and liquidity. Government incentives encouraging the use of
alternative sources of energy could also affect certain of our oil and natural gas commodity purchasers and the markets for certain of the commodities in an
unpredictable manner, including, for example, the impacts of ethanol incentives on farming and ethanol producers and tax credits for wind turbine and solar
power generation. We could face increased costs related to defending and resolving legal claims and other litigation related to climate change and the
alleged impact of our operations on climate change. Finally, some scientists have concluded that increasing concentrations of greenhouse gases, or GHGs in
the Earth's atmosphere may produce climate changes that have significant physical effects, such as increased frequency and severity of storms, droughts and
floods and other climatic events. Any of these factors, individually or in conjunction with one or more of the other factors, or other unforeseen impacts of
climate change could reduce the demand for oil and natural gas commodities and have a material adverse effect on our results of operations, financial
condition and liquidity. For a more detailed discussion, please see "Item 1: Business—Regulations and Environmental Matters—Climate Change Legislation
and Greenhouse Gas Regulations."

We face significantly increasing water injection and disposal regulations and costs in our drilling operations.

        Water is an essential component of oil and natural gas production during the drilling, and in particular, hydraulic fracturing, process. Our inability to
locate sufficient amounts of water, or dispose
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of or recycle water used in our exploration and production operations, could adversely impact our operations.

        Moreover, the imposition of new environmental initiatives and regulations could include restrictions on our ability to conduct certain operations such as
hydraulic fracturing or disposal of waste, including, but not limited to, produced water, drilling fluids and other wastes associated with the exploration,
development or production of natural gas. The Clean Water Act and similar state laws impose restrictions and strict controls on the discharge of produced
waters and other natural gas and oil waste where such discharges could affect surface or ground waters. For example, state and federal regulations prohibit the
discharge of produced water and sand, drilling fluids, drill cuttings and certain other substances related to the natural gas and oil industry into coastal waters.
We must obtain permits for certain discharges into waters and wetlands and for construction activities that may affect regulated water resources. The EPA has
also adopted regulations requiring certain natural gas and oil exploration and production facilities to obtain permits for storm water discharges. The Clean
Water Act and similar state laws provide for civil, criminal and/or administrative penalties for any unauthorized discharges of pollutants, reportable
quantities of oil and other hazardous substances. Moreover, sending wastewater to publicly-owned treatment works in Pennsylvania requires certain levels of
pretreatment that may effectively prohibit such disposal, and our continued ability to use injection wells as a disposal option not only will depend on federal
or state regulations, but also on whether available injection wells have sufficient storage capacities. Compliance with current and future federal, state and
local environmental regulations and permit requirements governing the withdrawal, storage and use of surface water or groundwater necessary for hydraulic
fracturing of wells may increase our operating costs and cause delays, interruptions or termination of our operations, the extent of which cannot be accurately
predicted.

Market conditions or operational impediments may hinder our access to oil and natural gas markets or delay our production.

        Market conditions or the unavailability of satisfactory oil and natural gas processing or transportation arrangements may hinder our access to oil and
natural gas markets or delay our production. The marketability of our production depends in part upon the availability, proximity and capacity of pipelines,
natural gas gathering systems and processing facilities. This dependence is heightened in our CBM operations where this infrastructure is less developed than
in our oil operations. For example, there is limited pipeline capacity in the southern portion of the Washakie Basin. Also, as production volumes grow in the
Atlantic Rim area, additional pipeline capacity and gas compression will be required.

        We deliver oil and natural gas through gathering systems and pipelines that we do not own. These facilities may not be available to us in the future. Our
ability to produce and market oil and natural gas is affected and may be harmed by:

• the lack of pipeline transmission facilities or carrying capacity; 

• federal and state regulation of oil and natural gas production; and 

• federal and state transportation, taxation and energy policies.

        We own 100% of the compression facilities and pipeline in the Atlantic Rim area of the Washakie Basin in Wyoming. Any significant change in pipeline
or compression operations or other market factors affecting our overall infrastructure facilities could adversely impact our ability to deliver the natural gas we
produce to market in an efficient manner, or to obtain adequate natural gas prices. In some cases, we may be required to shut-in wells, at least temporarily,
because of a lack of a market or the inadequacy or unavailability of transportation facilities. If that were to occur, we would be unable to realize revenue from
those wells until arrangements could be made to deliver our production to market.
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Insufficient takeaway capacity in the Marcellus Shale could cause significant fluctuations in our realized natural gas prices.

        The Marcellus Shale natural gas business environment has historically been characterized by periods in which production has surpassed local takeaway
capacity, sometimes resulting in curtailment of production or substantial discounts in the price received by producers. We expect that a significant portion of
our production in the Marcellus Shale will be transported on pipelines that experience a negative differential to NYMEX Henry Hub prices. Should
production growth in the Marcellus Shale continue to outpace the increases in takeaway capacity or if we are unable to secure firm takeaway capacity to
accommodate our growing production, it could result in substantial discounts in the price we receive for our production, may limit our ability to market our
production and could have a material adverse effect on our financial condition and results of operations.

Acquired properties or businesses may not produce as projected, and we may be unable to determine reserve potential, identify liabilities associated with
the properties or businesses or obtain protection from sellers against them, which could cause us to incur losses.

        One of our growth strategies is to pursue selective acquisitions of oil and natural gas reserves. We perform a review of the target properties that we
believe is consistent with industry practices. However, these reviews may not be completely accurate. Generally, it is not feasible to review in depth every
individual property involved in each acquisition. Even a detailed review of records and properties may not necessarily reveal existing or potential problems,
nor will it permit a buyer to become sufficiently familiar with the properties to fully assess their deficiencies and potential. Inspections may not always be
performed on every well, and environmental problems, such as groundwater contamination, are not necessarily observable, even when an inspection is
undertaken. Even when problems are identified, a seller may be unwilling or unable to provide effective contractual protection against all or part of those
problems, and we often assume environmental and other risks and liabilities in connection with the properties we acquire.

        In addition, any acquisition involves, among other things, the following potential risks:

• the risk that reserves expected to support the acquired assets may not be of the anticipated magnitude or may not be developed as anticipated; 

• the risk of title defects discovered after closing; 

• inaccurate assumptions about revenues and costs, including synergies; 

• significant increases in our indebtedness and working capital requirements; 

• an inability to transition and integrate successfully or timely the businesses we acquire; 

• the cost of transition and integration of data systems and processes; 

• the potential environmental problems and costs; 

• the assumption of unknown liabilities; 

• limitations on rights to indemnity from the seller; 

• the diversion of management's attention from other business concerns; 

• increased demands on existing personnel and on our corporate structure; 

• disputes arising out of acquisitions; 

• customer or key employee losses of the acquired businesses; and 

• the failure to realize expected growth or profitability.

        The scope and cost of these risks may ultimately be materially greater than estimated at the time of the acquisition. Further, our future acquisition costs
may be higher than those we have achieved
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historically. Any of these factors could adversely impact our future growth and could have a material adverse effect on our business, financial condition and
results of operations.

Seasonal weather conditions and lease stipulations adversely affect our ability to conduct drilling activities in some of the areas where we operate.

        Oil and natural gas operations in Wyoming can be adversely affected by seasonal weather conditions and lease stipulations designed to protect various
wildlife, the environment and related matters. Our operations in Wyoming are conducted in areas subject to extreme weather conditions and in difficult
terrain. Primarily in the winter and spring, our operations are often curtailed because of cold, snow and wet conditions, as well as lease stipulations. In certain
areas on federal lands, drilling and other oil and natural gas activities can only be conducted during limited times of the year. This limits our ability to
operate in those areas and can intensify competition during those times for drilling rigs, oil field equipment, services, supplies and qualified personnel, which
may lead to periodic shortages. These constraints and the resulting shortages or high costs could delay our operations and materially increase our operating
and capital costs, and could have a material adverse effect on our business, financial condition and results of operations.

The loss of key personnel could adversely affect our business.

        We depend to a large extent on the efforts and continued employment of our executive management team and other key personnel. The loss of the
services of our key personnel could adversely affect our business, and we do not maintain key man insurance on the lives of these persons.

        Our drilling success and the success of other activities integral to our operations will depend, in part, on our ability to attract and retain experienced
geologists, engineers, landmen and other professionals. Competition for many of these professionals is intense. If we cannot retain our technical personnel or
attract additional experienced technical personnel and professionals, our ability to compete could be significantly impaired.

A payment default under or an acceleration of our indebtedness could result in an event of default and acceleration of other indebtedness.

        In light of prevailing oil prices and the necessity of a debt restructuring, Warren elected to not make the approximately $7.5 million interest payment due
February 1, 2016 on its Senior Notes. The applicable 30-day grace period for such interest payment has expired, and consequently an event of default under
the indenture governing such notes has occurred and is continuing. This status gives the indenture trustee and the holders of not less than 25% in aggregate
principal amount of the Senior Notes the right to declare the entire principal amount of the Senior Notes plus accrued and unpaid interest due and payable. In
addition, this status has resulted in events of default under Warren's Credit Facilities, entitling the administrative agents and lead lenders thereunder to
declare all obligations under the Credit Facilities to be immediately due and payable. However, thus far, no such acceleration of Warren's debt obligations
has occurred.

        Although Warren is continuing to seek a workable agreement regarding a consensual , out-of-court restructuring of its indebtedness, a failure to achieve
such an agreement will likely necessitate seeking protection from its creditors through a bankruptcy proceeding, in order to preserve and maximize value for
its stakeholders. Furthermore, Warren and its lenders are continuing to evaluate whether a consensual restructuring should be effected outside or through a
bankruptcy proceeding.

We do not insure against all potential operating risks. We may incur substantial losses and be subject to substantial liability claims as a result of various
lawsuits, which may not be fully covered by our insurance.

        Our insurance coverage does not cover all potential risks, losses, costs, or liabilities. We ordinarily maintain insurance against various losses and
liabilities arising from our operations in accordance with
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customary industry practices and in amounts that management believes to be prudent. Losses and liabilities arising from uninsured and underinsured events
or in excess of existing insurance coverage could have a material adverse effect on our business, financial condition or results of operations. Business
disruptions could seriously harm our future revenue and financial condition and increase our costs and expenses. Our operations could be subject to
earthquakes, mudslides, fires, power shortages, telecommunications failures, water shortages, floods, hurricanes, extreme weather conditions and other natural
or manmade disasters or business interruptions, for which we are predominantly self-insured for these types of occurrences. The occurrence of any of these
business disruptions could seriously harm our revenue and financial condition and increase our costs and expenses. A substantial portion of our oil properties
and operations are located in southern California near major earthquake faults. Our revenues and income could be adversely affected if our operations in
these locations are disrupted for any reason, including natural disasters or environmental, public health, or political issues. The ultimate impact of being
located near major earthquake faults and being consolidated in certain geographical areas is unknown, but our revenue, profitability and financial condition
could suffer in the event of a major earthquake or other natural disaster.

        Our oil and natural gas exploration and production activities are subject to numerous hazards and risks associated with drilling for, operating, producing
and transporting oil and natural gas, and any of these risks can cause substantial losses resulting from:

• environmental hazards, such as uncontrollable flows of natural gas, oil, brine water, well fluids, toxic gas or other pollution being released into
the environment or being present from historical field operations; 

• abnormally pressured formations and ground subsidence; 

• mechanical difficulties, inadequate oil field drilling and service tools, and casing collapses; 

• fires and explosions; 

• personal injuries and death; 

• labor and employment issues; 

• regulatory investigations and penalties; and 

• natural disasters, such as earthquakes, hurricanes and floods.

        Any of these risks could have a material adverse effect on our ability to conduct operations or result in substantial losses to us. Many of these risks are
not insured because the cost of available insurance, if any, is excessive. In addition, pollution and environmental risks generally are not fully insurable. If a
significant accident or other event occurs that is not fully covered by insurance, it could have a material adverse effect on our business, financial condition
and results of operations. See "Item 1: Business—Operating Hazards and Insurance."

Competition in the oil and natural gas industry is intense, and many of our competitors have greater financial, technological and other resources than we
do, which may adversely affect our ability to compete.

        We operate in highly competitive areas of oil and natural gas exploration, exploitation, development and acquisition with a substantial number of other
companies. We face intense competition from independent, technology-driven companies, as well as from both major and other independent oil and natural
gas companies, in each of the following areas:

• acquiring desirable producing properties or new leases for future exploration; 

• marketing our oil and natural gas production; 

• integrating new technologies; and
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• acquiring the equipment, personnel and expertise necessary to develop and operate our properties.

        Many of our competitors have financial, managerial, technological and other resources substantially greater than ours. These companies may be able to
pay more for exploratory prospects and productive oil and natural gas properties, and may be able to define, evaluate, bid for and purchase a greater number
of properties and prospects than our financial or human resources permit. To the extent our competitors are able to pay more for properties than we are, we
will be at a competitive disadvantage. Further, many of our competitors may enjoy technological advantages and may be able to implement new
technologies more rapidly than we can. Our ability to explore for oil and natural gas and to acquire additional properties in the future will depend upon our
ability to successfully conduct operations, implement advanced technologies, evaluate and select suitable properties, and consummate transactions in this
highly competitive environment.

Defects in the title to any of our oil and natural gas interests could result in the loss of some of our oil and natural gas properties or portions thereof, or
liability for losses resulting from defects in the assignment of leasehold rights.

        We obtain interests in oil and natural gas properties with varying degrees of warranty of title, such as general, special or quitclaim or without any
warranty. We acquired our interests in the WTU in 1999 and 2005 with no title opinion as to the interests we acquired, which may ultimately prove to be less
than the interests we believe we own. The prior owner had acquired its interests from a third party that, in turn, had acquired its interest from Exxon
Corporation with no warranty of title. Exxon had owned the WTU for over 25 years before its sale in 1997. Similarly, when we acquired our interest in the
NWU in December 2005, we had no title opinion prepared as to the interests acquired. The prior owner had owned the NWU for over 15 years, acquired the
NWU from Sun Oil Corporation, which had owned the NWU for over 20 years before its sale in 1990 without warranty of title. Losses of title to the WTU or
the NWU may result from title defects, title issues or from ownership of a lesser interest than we believe we acquired. In other instances, title opinions may not
be obtained if in our discretion it would be uneconomical or impractical to do so. Furthermore, in certain instances we may determine to purchase properties
even though certain technical title defects exist if we believe it to be an acceptable risk under the circumstances. These situations increase the possible risk of
loss and could potentially result in total loss of title to some or all of the properties we purchased.

Prospects that we decide to drill may not yield oil or natural gas in commercially viable quantities.

        A prospect is a property on which we have identified what our geoscientists believe, based on available seismic and geological information, to be
indications of oil or natural gas. Our prospects are in various stages of evaluation, and range from a prospect that is ready to drill to a prospect that will
require substantial additional geological or seismic data processing and interpretation. However, the use of seismic data and other technologies and the study
of producing fields in the same area will not enable us to know conclusively, prior to drilling and testing, whether natural gas or oil will be present or, if
present, whether oil or natural gas will be present in sufficient quantities to recover drilling or completion costs or be economically viable. If we drill wells in
our current and future prospects that are identified as non-economic wells or dry holes, our drilling success rate may decline and materially harm our business.
In sum, the cost of drilling, completing and operating any wells is often uncertain and new wells may not be productive.

As co-venturer in joint ventures, we are liable for various obligations of those joint ventures.

        We have entered into joint ventures in the past and may do so again in the future. As a co-venturer, we are contingently liable for the obligations of the
joint venture, including responsibility for day-to-day operations and liabilities which cannot be repaid from joint venture assets, insurance proceeds or
indemnification by others. In the future, we might be exposed to litigation in connection
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with joint venture activities, or find it necessary to advance funds on behalf of joint ventures to protect the value of the oil and natural gas properties by
drilling wells to produce undeveloped reserves or to pay lease operating expenses in excess of production. These activities may have a material adverse effect
on our business, financial condition and results of operations

Our role as co-venturer in joint ventures may result in conflicts of interest, which may not be resolved in our best interests or the best interests of our
investors.

        We have entered into joint ventures in the past and may do so again in the future. Our role as co-venturer in joint ventures may result in conflicts of
interest between the interests of those entities and our investors. Any resolution of these conflicts may not always be in our best interests and may have a
material adverse effect on our business, financial condition and results of operations.

We have limited control over activities on properties we do not operate, which could reduce our production and revenues.

        A portion of our business activities is conducted through joint operating or other agreements under which we own partial ownership or working interests
in oil and natural gas properties. We may not operate all of the properties in which we have an interest and may not have the ability to remove the operator in
the event of poor performance. As a result, in such situations, we may be limited in our ability to influence normal operating procedures, expenditures or
future development of underlying properties and their associated costs. The failure of an operator of our wells to adequately perform operations, or an
operator's breach of the applicable agreements, could reduce our revenues and production. Therefore, the success and timing of our drilling and development
activities on properties operated by others depends upon a number of factors outside of our control, including:

• timing and amount of capital expenditures; 

• expertise and financial resources; 

• inclusion of other participants in drilling wells; and 

• use of technology.

Shortages of rigs, equipment, supplies and personnel could delay or otherwise adversely affect our cost of operations or our ability to operate according to
our business plans.

        If domestic drilling activity increases, particularly in the fields in which we operate a general shortage of drilling and completion rigs, field equipment
and qualified personnel could develop. As a result, the costs and delivery times for rigs, equipment and personnel could be substantially greater than in
previous years. From time to time, these costs have sharply increased and could do so again. The demand for and wage rates of qualified drilling rig crews
generally rises in response to the increasing number of active rigs in service and could increase sharply in the event of a shortage. Although we own a drilling
rig for use in the WTU, shortages of drilling and completion rigs, field equipment or qualified personnel could delay, restrict or curtail our exploration and
development operations, which could in turn harm our operating results.

Failure of our internal control over financial reporting could harm our business and financial results.

        The management of the Company is responsible for establishing and maintaining effective internal control over financial reporting. Internal control over
financial reporting is a process that provides reasonable assurance regarding the reliability of financial reporting for external purposes in accordance with
accounting principles generally accepted in the United States of America. Internal control over financial reporting includes maintaining records that, in
reasonable detail, accurately and fairly reflect the Company's transactions; providing reasonable assurance that transactions are recorded as necessary for
preparation of the financial statements; providing reasonable assurance that receipts and
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expenditures are made in accordance with management authorization; and providing reasonable assurance that unauthorized acquisition, use or disposition
of the Company assets that could have a material effect on the financial statements would be prevented or detected on a timely basis. Because of its inherent
limitations, internal control over financial reporting is not intended to provide absolute assurance that a misstatement of our financial statements would be
prevented or detected. Failure to maintain an effective system of internal control over financial reporting could limit our ability to report our financial results
accurately and timely, or to detect and prevent fraud.

We make estimates and assumptions in connection with the preparation of our Consolidated Financial Statements, and any changes to those estimates and
assumptions could have a material adverse effect on our results of operations.

        In connection with the preparation of our Consolidated Financial Statements, we use certain estimates and assumptions based on historical experience
and other factors. Our most critical accounting estimates are described in "Management's Discussion and Analysis of Financial Condition and Results of
Operations" in this report. In addition, as discussed in Note A to the Consolidated Financial Statements, we make certain estimates, including decisions
related to provisions for legal proceedings and other contingencies. While we believe that these estimates and assumptions are reasonable under the
circumstances, they are subject to significant uncertainties, some of which are beyond our control. Should any of these estimates and assumptions change or
prove to be incorrect, it could have a material adverse effect on our results of operations.

Computer security breaches and other disruptions could compromise our information and expose us to liability, which would cause our business and
reputation to suffer.

        In the ordinary course of our business, we collect and store sensitive data in our computer data centers and networks. This data includes intellectual
property, our proprietary business information, lists of customers, suppliers and business partners, information concerning our oil and natural gas lessors and
minerals, royalty and working interest owners, as well as our employees. The secure processing, maintenance and transmission of this information is critical to
our operations. Despite our security measures, our information technology and infrastructure may be vulnerable to attacks by hackers or breached due to
employee error, malfeasance or other disruptions. Any such breach could compromise our networks and the information stored there could be accessed,
publicly disclosed, lost or stolen. Any such access, disclosure or other loss of information could result in legal claims or proceedings, liability under laws that
protect the privacy of personal information, regulatory penalties, a disruption of our operations, and damage to our reputation; all of which could adversely
affect our business.

  
Risks Relating to Ownership of Our Common Stock 

If we are unable to comply with the NASDAQ minimum share price requirement or continue to meet NASDAQ's other continued listing requirements,
NASDAQ may delist our common stock, which could materially impair the liquidity and value of our common stock.

        Our common stock is currently listed on NASDAQ. In 2015, the closing price of our common stock ranged between a high of $1.63 per share on
January 2, 2015 and a low of $0.14 per share on December 23, 2015. On June 24, 2015, we received a deficiency letter from the Listing Qualifications
Department of The NASDAQ Stock Market (the "Staff") notifying the Company that, for the 30 consecutive business days preceding June 24, 2015, the bid
price for the Company's common stock had closed below the minimum $1.00 per share requirement for continued inclusion on NASDAQ pursuant to
NASDAQ Listing Rule 5450(a)(1) ("Rule 1"). In accordance with the NASDAQ Listing Rules, the Company was provided 180 calendar days, or until
December 21, 2015, to regain compliance with Rule 1, during which time it would be required to maintain a closing bid price of at least $1.00 for a minimum
of 10 consecutive business days.
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        We were unable to regain compliance with Rule 1 by December 21, 2015. Accordingly, on December 22, 2015, the Company received a letter from the
Staff notifying it that the Company's common stock would be subject to delisting from NASDAQ unless the Company timely requested a hearing before a
NASDAQ Listing Qualifications Panel (the "Panel").

        In addition, if our common stock price falls further below the $1.00 threshold to the point where NASDAQ considers the stock price to be "abnormally
low," NASDAQ has the discretion to begin delisting proceeding immediately with respect to our common stock. There is no formal definition of "abnormally
low" in NASDAQ rules.

        On February 18, 2016, we received an additional deficiency letter from the Staff notifying the Company that for the last 30 consecutive business days the
market value of the Company's publicly held shares has been below the minimum $15 million market value of publicly held shares requirement for continued
listing on NASDAQ as set forth in NASDAQ Listing Rule 5450(b)(3)(C) ("Rule 2) . In accordance with the NASDAQ Listing Rules, The Company has been
provided a grace period of 180 calendar days, through August 16, 2016, to evidence compliance with Rule 2. In order to satisfy Rule 2, the Company must
evidence a market value of publicly held shares of at least $15 million for a minimum of 10 consecutive business days. Failure to regain compliance with
Rule 2 could result in a transfer of our listing or the delisting of our common stock.

        On March 7, 2016, we received a decision letter from the the Panel indicating that the Company's common stock is permitted to continue to trade on the
Nasdaq Global Market through June 20, 2016. The continued listing of the Company's common stock is contingent on the Company (i) providing the Panel
with an update regarding its restructuring efforts on or before April 20, 2016 and (ii) completing a reverse stock split that results in a minimum closing bid
price of $1.00 for a minimum of ten consecutive trading days prior to June 20, 2016. The Panel noted that it may, at its discretion, require that the minimum
closing bid price of $1.00 be met for greater than ten trading days. The Panel's decision is subject to review of the Nasdaq Listing and Hearing Review
Council, which may affirm, modify, reverse, dismiss or remand the decision of the Panel. The Panel informed the Company that, if the Company is unable to
maintain compliance with the minimum bid requirement prior to June 20, 2016, the Panel will issue a final delist determination and immediately suspend all
trading in the Company's common stock.

        A transfer of our listing to another market or having our common stock trade on the bulletin board or the "pink sheets," either as result of a failure to
regain compliance with NASDAQ's continued listing requirements or the Company's failure to satisfy other qualitative or quantitative standards for
continued listing on NASDAQ, could negatively impact us by, among other things, reducing the liquidity and market price of our common stock, reducing
the number of investors willing to hold or acquire our common stock, and limiting our ability to issue additional securities or obtain additional financing in
the future. We may also face other material adverse consequences in such event, such as negative publicity, diminished investor, customer, and/or employee
confidence, and the loss of business development opportunities, some or all of which may contribute to a further decline in our stock price.

The number of shares eligible for future sale or which have registration rights could adversely affect the future market for our common stock.

        Sales of substantial amounts of previously restricted shares of our common stock in the public market, or the perception that these sales may occur, could
cause the market price of our common stock to decline, or could impair our ability to raise capital through the sale of additional common or preferred stock.

        As of December 31, 2015, we had 85,203,466 shares of common stock issued, 43,423 shares of common stock were issuable upon conversion of our
convertible debt and convertible preferred stock, 3,593,589 shares of common stock were issuable upon exercise of outstanding options, and 1,277,468

61



Table of Contents

shares of restricted stock are issuable upon vesting. Pursuant to a registration rights agreement to which we are party with Citrus, Citrus may require us to file
one or more prospectus supplements to the registration statement on Form S-3 we have filed with the SEC for the resale of shares, and any shares sold
pursuant to such prospectus supplements would become eligible for sale without restriction by persons other than our affiliates. Additionally, our directors
and executive officers, beneficially hold approximately 6% of the outstanding shares of our common stock. If our stockholders sell significant amounts of
common stock in any public market that develops or exercise their registration rights and sell a large number of shares, the price of our common stock could
be negatively affected. If we were to include shares held by those holders in a registration statement pursuant to the exercise of their registration rights, those
sales could impair our ability to raise needed capital by depressing the price at which we could sell our common stock or impede such an offering altogether.

Our stock price has been and may be volatile, and your investment in our stock could decline in value.

        In recent years, the stock market has experienced significant price and volume fluctuations. Our common stock has experienced and may continue to
experience volatility that is not related to our operating performance for reasons that include:

• domestic and worldwide supplies and prices of and demand for natural gas and oil; 

• political conditions in natural gas and oil producing regions; 

• the success of our operating strategy; 

• war and acts of terrorism; 

• demand for our common stock; 

• revenue and operating results failing to meet the expectations of securities analysts or investors in any particular quarter or period; 

• changes in expectations of our future financial performance, or changes in financial estimates, if any, of public market analysts; 

• investor perception of our industry or our prospects; 

• general economic trends; 

• limited trading volume of our stock; 

• changes in and compliance with environmental and other governmental rules and regulations; 

• actual or anticipated quarterly variations in our operating results; 

• our involvement in litigation; 

• conditions generally affecting the oil and natural gas industry; 

• the prices of oil and natural gas; 

• announcements relating to our business or the business of our competitors; 

• our liquidity; and 

• our ability to obtain or raise additional funds.

        Many of these factors are beyond our control, and we cannot predict their potential effects on the price of our common stock. We cannot assure that the
market price of our common stock will not fluctuate or decline significantly in the future. In addition, the stock markets in general can experience
considerable price and volume fluctuations.
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Provisions in our articles of incorporation, bylaws and Maryland law may make it more difficult to effect a change in control, which could adversely affect
the price of our common stock.

        Provisions in our articles of incorporation, bylaws and Maryland law could make it more difficult for a third party to acquire us, even if doing so would
be beneficial to our stockholders. We may issue shares of preferred stock in the future without stockholder approval and upon such terms as our board of
directors may determine. Our issuance of this preferred stock could have the effect of making it more difficult for a third party to acquire, or of discouraging a
third party from acquiring, a majority of our outstanding stock, and could potentially prevent the payment of a premium to stockholders in an acquisition.

        Our articles of incorporation and bylaws contain provisions that could delay, defer or prevent a change in control of us or our management. These
provisions include:

• giving the board the exclusive right to fill all board vacancies; 

• providing that special meetings of stockholders may only be called by the board pursuant to a resolution adopted by 

• a majority of the members of the board, either upon a motion or written request by holders of at least 662/3% of the voting power of the
shares entitled to vote, or 

• by our president; 

• a classified board of directors; 

• permitting removal of directors only for cause and with a super-majority vote of the stockholders; and 

• prohibiting cumulative voting in the election of directors.

        These provisions also could discourage proxy contests and make it more difficult for our stockholders to elect directors and take other corporate actions.
As a result, these provisions could make it more difficult for a third party to acquire us, even if doing so would benefit our stockholders, and could limit the
price that investors are willing to pay in the future for shares of our common stock.

        We are also subject to provisions of the Maryland General Corporation Law that prohibit business combinations with persons owning 10% or more of the
voting shares of a corporation's outstanding stock, unless the combination is approved by the board of directors prior to the person owning 10% or more of
the stock, for a period of five years after which the business combination would be subject to special stockholder approval requirements. This provision could
deprive our stockholders of an opportunity to receive a premium for their common stock as part of a sale of our company, or may otherwise discourage a
potential third party from attempting to obtain control from us, which in turn could have a material adverse effect on the market price of our common stock.

We have not paid cash dividends on our common stock and do not anticipate paying any dividends on our common stock in the foreseeable future.

        Under the terms of our convertible preferred stock, we may not pay dividends on our common stock unless all accrued dividends on our convertible
preferred stock have been paid. We anticipate that we will retain all future earnings and other cash resources for the future operation and development of our
business. Accordingly, we do not intend to declare or pay any cash dividends on our common stock in the foreseeable future. Payment of any future
dividends will be at the discretion of our board of directors after taking into account many factors, including our operating results, financial conditions,
current and anticipated cash needs, and plans for expansion.

  Item 1B:    Unresolved Staff Comments. 

        None.
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  Item 2:    Properties 

        A description of our properties is included in Items 1 and 2. Business and Properties above and is incorporated herein by reference.

        We believe that we have satisfactory title to the properties owned and used in our business, subject to customary liens for taxes not yet payable, liens
incident to minor encumbrances, liens for credit arrangements, and easements and restrictions that do not materially detract from the value of the properties,
our interests in the properties, or the use of the properties in our business. We believe our properties are adequate and suitable for us to conduct business in
the future.

  Item 3:    Legal Proceedings 

        On November 3, 2014, Warren E&P was named as a defendant in a lawsuit in the Los Angeles County Superior Court, captioned Brandt Haas v. Warren
E&P,  Inc., Case No. BC562435, involving a claim disputing royalty payments made from the Company's operation at the Wilmington Townlot Unit. The
plaintiff seeks to certify a class of all Wilmington Townlot Unit royalty owners who have received royalty payments since November 2010. The Company
filed a Demurrer to plaintiff's complaint in June 2015, principally on the grounds that the complaint failed to identify the contract or contracts giving rise to
the plaintiff's claims. The court granted the Company's Demurrer on December 1, 2015. The plaintiff filed an amended complaint on December 21, 2015,
alleging that he and each of the putative class members have one or more contracts with the defendant for the payment of royalties. Plaintiff alleges that the
Company breached those contracts by excessively deducting from royalty payments improper fees, costs or expenses. The plaintiff also alleges causes of
action for unjust enrichment and a violation of the California Unfair Competition Act, both based solely upon the Company's alleged breach of contract. On
January 29, 2016, Warren filed an answer, along with a counterclaim seeking to recover from plaintiff any expenses incurred that properly should have been
charged against royalty payments but were not charged. Warren is preparing and expects to file in mid-April 2016 a motion for summary adjudication,
seeking a ruling that it was appropriate for defendant to recoup from royalty payments amounts owed by royalty owners. Discovery has been stayed pending
this filing, and the Company is unable to estimate a possible loss, or range of possible loss, if any, in this case.

        We are party to a variety of legal, administrative, regulatory and government proceedings, claims and inquiries arising in the normal course of business.
While the results of these proceedings, claims and inquiries cannot be predicted with certainty, management believes that the ultimate outcome of such
matters will not have a material effect on the Company's financial condition or results of operations.

  Item 4:    Mine Safety Disclosures 

        Not applicable.
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 PART II 

  Item 5:    Market for the Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities 

Market Information.

        Our common stock is listed on the NASDAQ Global Market ("NASDAQ") under the symbol "WRES".

        The following table sets forth, for the period indicated, the high and low sales prices for our common stock as reported by NASDAQ:

        On March 11, 2016, the closing sales price for our common stock as reported by NASDAQ was $.24 per share.

Holders

        As of March 11, 2016 there were approximately 1,800 record holders of our common stock.

Dividend Policy

        We have never paid or declared any cash dividends on our common stock. Dividends are also restricted under the terms of our Credit Facilities and the
indenture governing our Senior Notes. We currently intend to retain earnings, if any, to service our debt obligations and finance the growth and development
of our business and we do not expect to pay any cash dividends on our common stock in the foreseeable future.

  
Stockholder Return Performance Presentation 

        The following common stock performance graph shows the performance of Warren Resources common stock through December 31, 2015. As required by
applicable rules of the SEC, the performance graph shown below was prepared based on the following assumptions:

• A $100 investment was made in Warren common stock and each index on December 31, 2010. 

• All dividends were reinvested at the average of the closing stock prices at the beginning and end of the quarter.

        The indices in the performance graph compares the performance of the Company's common stock to the S&P 500 Index, and to the Dow Jones U.S. Oil &
Gas Index for each year since December 31, 2010, which is a composite index consisting of 92 U.S. oil and gas companies that includes integrated major oil
and gas companies as well as smaller independent U.S. companies, and a peer group index
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Common

Stock Price  
  High  Low  
Year Ended December 31, 2015        
First Quarter  $ 1.67 $ 0.84 
Second Quarter   1.27  0.68 
Third Quarter   0.70  0.35 
Fourth Quarter   0.65  0.14 
Year Ended December 31, 2014        
First Quarter  $ 5.27 $ 3.04 
Second Quarter   6.24  4.31 
Third Quarter   7.02  5.19 
Fourth Quarter   5.38  1.20 
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comprised of 7 United States companies engaged in oil and natural gas operations whose stocks were traded on NASDAQ or the NYSE during the period from
December 31, 2010 through December 31, 2015. The companies that comprise the peer group are Abraxas Petroleum Corporation, Callon Petroleum Corp.,
Gastar Exploration, Goodrich Petroleum Corporation, Panhandle Royalty Company, PetroQuest Energy, Inc., and Resolute Energy Corporation, which
companies have market capitalizations similar to Warren and are primarily involved in domestic U.S. exploration and production.

  
Fiscal Year Ended December 31

(in US Dollars) 

        Data provided by S&P's Institutional Market Services and Dow Jones & Company, Inc.

        The information in this Form 10-K appearing under the heading "Stockholder Return Performance Presentation" is being "furnished" pursuant to
Item 2.01 (e) of Regulation S-K under the Securities Act and shall not be deemed to be "soliciting material" or "filed" with the SEC or subject to
Regulation 14A or 14C, other than as provided in Item 2.01 (e) of Regulation S-K, or to the liabilities of Section 18 of the Exchange Act

Recent Sales of Unregistered Securities

        On October 22, 2015, in connection with the exchange by certain holders of the Senior Notes for Converted Loans and common stock as described under
Note C of the Notes to Consolidated Financial Statements, the Company issued 4,000,000 shares of common stock. Such issuance was made in reliance upon
an exemption from the registration requirements of the Securities Act, pursuant to Section 4(a)(2) thereof.
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  2010  2011  2012  2013  2014  2015  
Warren Resources, Inc.   100  133.06  114.69  128.16  65.71  8.57 
S&P 500 Index   100  112.78  127.90  165.76  184.64  183.3 
Dow Jones US Oil & Gas Index   100  120.19  123.33  122.86  135.11  102.3 
Peer Group   100  117.15  97.48  141.76  89.96  30.23 



Table of Contents

Securities Authorized for Issuance Under Compensation Plans

        The table below includes information about our equity compensation plans as of December 31, 2015, each of which has been approved by our
stockholders:

  Item 6:    Selected Financial Data 

        We are a smaller reporting company as defined in Rule 12b-2 of the Exchange Act; therefore, pursuant to Regulation S-K, we are not required to make
disclosures under this Item.

  Item 7:    Management's Discussion and Analysis of Financial Condition and Results of Operations 

        The discussion and analysis that follows should be read together with the "Selected Consolidated Financial Data" and the accompanying financial
statements and notes related thereto that are included elsewhere in this annual report on Form 10-K. It includes forward-looking statements that may reflect
our estimates, beliefs, plans and expected performance. The forward-looking statements are based upon events, risks and uncertainties that may be outside
our control. Our actual results could differ significantly from those discussed in these forward- looking statements. Factors that could cause or contribute
to these differences include but are not limited to, market prices for natural gas and oil, regulatory changes, estimates of proved reserves, economic
conditions, competitive conditions, development success rates, capital expenditures and other uncertainties, as well as those factors discussed below and
elsewhere in this annual report on Form 10-K, including in "Risk Factors" and "Cautionary Note Regarding Forward-Looking Statements", all of which are
difficult to predict. As a result of these assumptions, risks and uncertainties, the forward-looking matters discussed may not occur.

Overview

        We are an independent energy company engaged in the exploration and development of domestic onshore oil and natural gas reserves. We focus our
efforts primarily on the development of our waterflood oil recovery properties in the Wilmington field within the Los Angeles Basin of California, the
Marcellus Shale in northeastern Pennsylvania and our coalbed methane, or CBM, natural gas properties located in the Rocky Mountain region.

        As of December 31, 2015, we owned natural gas and oil leasehold interests in approximately 106,335 gross (80,546 net) acres, approximately 66% of
which were undeveloped. Substantially all our undeveloped acreage is located in the Rocky Mountains. Our total estimated net proved reserves are located
on approximately 34% of our net acreage.

Liquidity and Capital Resources

        Our cash and cash equivalents increased approximately $25.1 million in 2015 to $26.8 million as of December 31, 2015. This resulted from cash
provided by operating activities of $3.6 million and cash provided by financing activities of $57.8 million which was offset by cash used in investing
activities of $36.3 million.

        Cash provided by operating activities consisted primarily of cash received for the sale of oil and gas, collections of accounts receivable, partially offset
by payments of accounts payable. Cash used in investing activities was primarily spent on capital expenditures for the development of oil and gas
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properties. Cash provided by financing activities primarily represents the funds received from our First and Second Lien Credit Facilities, which are described
further below.

        Capital additions for the twelve months ended December 31, 2015 were approximately $19.3 million and consisted of $13.3 million in drilling and
development costs in the Marcellus Assets, $4.4 million for facilities in our California properties and $1.6 million for carry over development in our
Wyoming properties.

        On May 22, 2015, Warren Resources entered into a first lien credit agreement by and among the Company, Wilmington Trust, National Association, as
Administrative Agent, and the lenders from time to time party thereto, that provides for a five-year, $250 million term loan facility (the "First Lien Credit
Facility") which matures on May 22, 2020. The First Lien Credit Facility is guaranteed by Warren Resources of California, Inc., Warren E&P, Inc. and Warren
Marcellus LLC, which are three of the Company's wholly-owned subsidiaries and is collateralized by substantially all of Warren's assets, including the equity
interests of the guarantors. After giving effect to certain amendments to the First Lien Credit Facility that were adopted on October 22, 2015, the First Lien
Credit Facility includes an escalation of certain covenants, including requirements that (a) during the period commencing on June 30, 2016 until April 30,
2017, the consolidated first lien leverage ratio (as defined in the First Lien Credit Facility) for any period of four consecutive fiscal quarters shall not be
greater than 5.5 to 1.0, determined as of the last day of each fiscal quarter, and (b) during the period following April 30, 2017 until the maturity date of the
facility, the consolidated first lien leverage ratio for any period of four consecutive fiscal quarters shall not be greater than 5.0 to 1.0 as of the last day of each
fiscal quarter. Additionally, the amendment allows for a draw down of an additional $15 million in new first lien loans at the lender's sole discretion,
authorizes the Second Lien Credit Facility transition described below and makes certain additional changes to conform and respond to provisions of the new
Second Lien Credit Facility (as defined below), including provisions providing that (i) any future draws by the Company of the remaining availability under
the first lien facility will be at the discretion of the first lien lenders, and (ii) the first lien lenders will retain discretion over the Company's ability to conduct
asset sales with proceeds in excess of $1 million.

        In addition, certain of the lenders exchanged approximately $69.6 million of the Company's previously issued 9.000% Senior Notes due 2022 (the
"Senior Notes") at a discount for approximately $47.2 million of the first lien term loans. This transaction was accounted for in accordance with ASC 470 and
ASC 405 and as a result recognized as a gain in the retirement of debt in the amount of $14.4 million during 2015.

        The annual interest rate on borrowings under the First Lien Credit Facility is 8.5% plus LIBOR for the applicable LIBOR period (with a minimum LIBOR
rate of 1%) and is payable quarterly in arrears on the next to last business day of each March, June, September and December. At present, the interest rate is
9.5%. As of December 31, 2015 the Company had $234.7 million outstanding on its borrowings under the First Lien Credit Facility and approximately
$186 thousand in accrued and unpaid interest.

        On October 22, 2015, the Company entered into a second lien credit facility (the "Second Lien Credit Facility") by and among the Company, Cortland
Capital Market Services, LLC, as Administrative Agent, and the lenders from time to time party thereto. The Second Lien Credit Facility provides for a five-
year, approximately $51.0 million term loan facility that matures on November 1, 2020. At closing, certain of the lenders exchanged approximately
$63.1 million in face value of previously-issued Senior Notes held by them, plus accrued interest, for (i) approximately $40.1 million of second lien term
loans under the Second Lien Facility, and (ii) four million (4,000,000) shares of Company Common Stock and, in addition, extended credit in the form of
new second lien term loans in the amount of approximately $11.0 million.
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        The Second Lien Credit Facility is subject to prepayment out of the proceeds of asset sales, subject to limited reinvestment rights and certain excluded
asset sales. The Second Lien Credit Facility is guaranteed by Warren Resources of California, Inc., Warren E&P, Inc. and Warren Marcellus LLC on
substantially similar terms as the guarantees related to the First Lien Credit Facility and is collateralized by second-priority liens on substantially all of
Warren's assets, including the equity interests of the guarantors, to the extent such assets or interests secure the First Lien Credit Facility.

        The annual interest rate on borrowings under the Second Lien Facility is 12%, with interest payable semi-annually in arrears on each April 20 and
October 20. On the first three semi-annual interest payment dates, beginning with April 20, 2016, the Company may elect to pay up to all of such interest (6%
per semi-annual period) by capitalizing accrued and unpaid interest and adding the same to the principal amount of the second lien loans then outstanding.
For the subsequent three semi-annual interest payment dates, beginning with October 20, 2017 and ending October 20, 2018, the Company may elect to pay
up to one quarter of such interest (1.5% per semi-annual period) by capitalizing accrued and unpaid interest and adding the same to the principal amount of
the Second Lien Loans then outstanding. As of December 31, 2015, the Company had approximately $52.2 million outstanding borrowings under the
Second Lien Credit Facility which consists of $51 million in original borrowing and $1.2 million in accrued unpaid interest. The Company has accounted for
this transaction as a troubled debt restructuring in accordance with authoritative guidance, whereby no gain was recognized on the retirement of debt, and a
premium on the face value of the debt will be amortized over the life of the instrument. The carrying value of the premium on Second Lien Credit Facility as
of December 31, 2015 was $22.7 million.

        As part of our plan to manage liquidity risks and in recognition of lower oil prices, we have scaled back our capital expenditure budget and continue to
explore opportunities to divest non-core assets.

        Our independent registered public accounting firm has included in its audit opinion for the year ended December 31, 2015 a statement that there is
substantial doubt as to our ability to continue as a going concern. Although we are not subject to borrowing base redeterminations on the First and Second
Lien Credit Facilities, we are subject to a variety of restrictions under these new facilities. Warren continues to aggressively review opportunities for further
strategic refinancing that will reduce the outstanding principal amount of our debt, provide us with additional liquidity and give us an opportunity to reduce
our cash interest expense going forward. In addition, due to the sustained level of lower prevailing oil and natural gas prices and the necessity of a debt
restructuring, Warren elected to not make the approximately $7.5 million interest payment due February 1, 2016 on its Senior Notes. The applicable 30-day
grace period for such interest payment has expired, and consequently an event of default under the indenture governing such notes has occurred and is
continuing. This status gives the Indenture trustee and the holders of not less than 25% in aggregate principal amount of the Senior Notes the right declare
the entire principal amount of the Senior Notes plus accrued and unpaid interest due and payable. In addition, this status has resulted in events of default
under Warren's First Lien Credit Facility and its Second Lien Credit Facility, entitling the administrative agents and lead lenders thereunder to declare all
obligations under those credit facilities to be immediately due and payable. Thus far, no such acceleration of Warren's debt obligations has occurred.
Nevertheless, these debt instruments are now reclassified from long-term liabilities to current liabilities.

        Although Warren is continuing to seek a workable agreement regarding a consensual, out-of-court restructuring of its indebtedness, a failure to achieve
such an agreement will likely necessitate seeking protection from its creditors through a bankruptcy proceeding, in order to preserve and maximize value for
its stakeholders. Furthermore, Warren and its lenders are continuing to evaluate whether a consensual restructuring should be effected outside or through a
bankruptcy proceeding.

        During 2015, the Company reported a net loss of $620.0 million (which included $578.3 million of impairment expense and $20.1 million of gains on
derivative financial instruments). This compares to
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2014 when the Company had net income of $24.0 million (which included $7.4 million of gains on derivative financial instruments).

        As of December 31, 2015, we had approximately 3.6 million outstanding stock options issued under our stock based equity compensation plans. Of the
total outstanding vested options, none had exercise prices below the closing market price of $0.21 of our common stock on December 31, 2015.

        The Company's proved reserves decreased as of December 31, 2015 compared to prior years. The 2015 decrease was primarily the result of the sustained
low commodity price environment. Our oil operations include a secondary recovery waterflood with significant fixed costs. During 2015, our oil lease
operating expenses were $21.83 per barrel of oil produced. Our natural gas operations include reinjecting the produced water into deep formations and
compressing and transporting the gas with significant fixed costs. During 2015, our natural gas lease operating expenses were $1.00 per Mcf of gas produced.
The Company's estimated proved reserves are based on assumptions that may prove to be inaccurate. The Company's estimated proved reserves for the
periods indicated are listed below.

2015 and 2016 Capital Expenditure Program

        During 2015, we invested $19.3 million in our capital expenditure program. The majority of our 2015 investment was the Company's contractually
obligated commitment to drill two Upper Marcellus wells, as stipulated in the purchase and sale agreement with Citrus Energy Corporation. The costs
associated with the Marcellus asset development in 2015 was approximately $13.3 million. The Company suspended all drilling in California due to the the
economics yielded in the current commodity price environment, however, we incurred costs associated with facility enhancements and lease costs in
California of $4.4 million. The remaining expenditures were invested in the Wyoming asset.

        The Company forecasts a 2016 capital expenditure budget of $3 million for California facilities. Due to low commodity prices, no access to external
capital and limited liquidity, this capital expenditure budget does not provide for drilling activity in 2016. The amount and allocation of budgeted capital
expenditures excludes capital expenditures for acquisitions or other additions to oil
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Years Ended
December 31,  

  2015  2014  
Estimated Proved Oil and Natural Gas Reserves:        
Net oil reserves (MBbls)   12,939  16,794 
Net natural gas reserves (MMcf)   163,731  327,328 
Total Net Proved Oil and Natural Gas Reserves (MBoe)   40,227  71,348 
Estimated Present Value of Net Proved Reserves (in thousands):        
PV-10 Value        

Proved developed  $ 85,147 $ 460,059 
Proved undeveloped   10,876  149,067 

Total   96,023  609,126 
Less: future income taxes, discounted at 10%   —  54,059 
Standardized measure of discounted future net cash flows  $ 96,023 $ 555,067 
Prices Used in Calculating Reserves:        
Oil (per Bbl)  $ 42.81 $ 86.71 
Natural Gas (per Mcf)  $ 1.74 $ 3.22 
Proved Developed Reserves (MBoe)   32,339  42,439 
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and gas properties. The Company intends to fund 2016 capital expenditures with cash flows from operations.

        See "Item 1A: Risk Factors" for risks and factors which could have a material adverse effect on our business, financial condition and results of operations.

Stock Based Equity Compensation Plan Information

        At December 31, 2015, we had approximately 0.7 million vested outstanding stock options issued under our stock based equity compensation plans. Of
the total 0.7 million outstanding vested options, zero had exercise prices below the closing market price of our common stock on December 31, 2015 of
$0.21.

        For additional detail about our stock based equity compensation plans, see "Executive Compensation—Employee Benefit Plans" under Item 11 and as
incorporated by reference from our Proxy Statement on Schedule 14A to be filed within 120 days after the end of our fiscal year ended December 31, 2015.

Going Concern

        The Company's financial statements for the year ended December 31, 2015, have been prepared on a going concern basis, which contemplates the
realization of assets and the settlement of liabilities and commitments in the normal course of business. Our independent registered public accounting firm
has issued its audit opinion with a statement that there is substantial doubt as to our ability to continue as a going concern. The Company's ability to
continue as a going concern is dependent on our ability to restructure our outstanding debt, obtain a waiver or modification of the First Lien Credit Facility
leverage ratio covenant and gain access to additional capital from existing credit lines or external sources. The financial statements do not include any
adjustments relating to the recoverability and classification of assets or the amounts and classification of liabilities that might be necessary should we be
unable to continue as a going concern.

Critical Accounting Estimates

        The discussion and analysis of our financial condition and results of operations are based upon the consolidated financial statements, which have been
prepared in accordance with accounting principles generally accepted in the United States. The preparation of these financial statements requires us to make
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets and
liabilities. Certain accounting policies involve judgments and uncertainties to such an extent that there is reasonable likelihood that materially different
amounts could have been reported under different conditions, or if different assumptions had been used. We evaluate our estimates and assumptions on a
regular basis. We base our estimates on historical experience and various other assumptions that are believed to be reasonable under the circumstances, the
results of which form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates and assumptions used in preparation of our consolidated financial statements. Below, we provide expanded discussion
of our more significant accounting policies, estimates and judgments. We believe these accounting policies reflect our more significant estimates and
assumptions used in preparation of our consolidated financial statements. See Notes to the Consolidated Financial Statements for a discussion of additional
accounting policies and estimates made by management.

Oil and Gas Producing Activities

        We account for our oil and gas activities using the full cost method. As prescribed by full cost accounting rules, all costs associated with property
acquisition, exploration and development activities
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are capitalized. Exploration and development costs include dry hole costs, geological and geophysical costs, direct overhead related to exploration and
development activities and other costs incurred for the purpose of finding oil and gas reserves. Salaries and benefits paid to employees directly involved in
the exploration and development of oil and gas properties as well as other internal costs that can be specifically identified with acquisition, exploration and
development activities are also capitalized. Proceeds received from disposals are credited against accumulated cost except when the sale represents a
significant disposal of reserves, in which case a gain or loss is recognized. The sum of net capitalized costs and estimated future development and
dismantlement costs are depleted on the equivalent unit-of-production method, based on proved oil and gas reserves as determined by independent
petroleum engineers.

        In accordance with full cost accounting rules, Warren is subject to a limitation on capitalized costs. The capitalized cost of oil and gas properties, net of
accumulated depreciation, depletion and amortization, may not exceed the estimated future net cash flows from proved oil and gas reserves discounted at
10 percent, plus the cost of unproved properties excluded from amortization, as adjusted for related tax effects. If capitalized costs exceed this limit (the
"ceiling limitation"), the excess must be charged to expense. There was no impairment charge in 2014 or 2013. In 2015 we recorded an impairment charge of
$578.3 million.

        The costs of certain unevaluated oil and gas properties and exploratory wells being drilled are not included in the costs subject to amortization. Warren
assesses costs not being amortized for possible impairments or reductions in value and if impairments or a reduction in value has occurred, the portion of the
carrying cost in excess of the current value is transferred to costs subject to amortization.

        Our estimate of proved reserves is based on the quantities of oil and gas that engineering and geological analysis demonstrate, with reasonable certainty,
to be recoverable from established reservoirs in the future under current operating and economic parameters. Reserves and their relation to estimated future
net cash flows impact our depletion and impairment calculations. As a result, adjustments to depletion and impairment are made concurrently with changes to
reserve estimates. Our reserve estimates and the projected cash flows are derived from these reserve estimates, in accordance with SEC guidelines by an
independent engineering firm based in part on data provided by us. The accuracy of our reserve estimates depends in part on the quality and quantity of
available data, the interpretation of that data, the accuracy of various mandated economic assumptions, and the judgments of the individuals preparing the
estimates.

Revenue Recognition

        Oil and gas sales result from undivided interests held by us in various oil and gas properties. Sales of natural gas and oil produced are recognized when
delivered to or picked up by the purchaser. Warren accrues for revenue based on estimated pricing and production.

Recent Accounting Pronouncements

        In May 2014, the FASB issued authoritative guidance that supersedes previous revenue recognition requirements and requires entities to recognize
revenue in a way that depicts the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services. The FASB recently approved a delay which will make the updated guidance effective for fiscal years
beginning after December 15, 2017, including interim periods within that reporting period. Early adoption is permitted for annual periods beginning after
December 15, 2016. We are currently evaluating the effect the new standard will have on our financial statements and results of operations.

        In August 2014, the FASB issued ASU No. 2014-15, Disclosure of Uncertainties about an Entity's Ability to Continue as a Going Concern ("ASU 2014-
15"). ASU 2014-15 will explicitly require
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management to assess an entity's ability to continue as a going concern, and to provide related footnote disclosure in certain circumstances. The new standard
will be effective for all entities in the first annual period ending after December 15, 2016. Earlier adoption is permitted. We are currently evaluating the
impact of the adoption of ASU 2014-15.

        In April 2015, the Financial Accounting Standards Board issued an Accounting Standards Update that is intended to simplify the presentation of debt
issuance costs by requiring that debt issuance costs related to a recognized debt liability be presented in the balance sheet as a direct deduction from the
carrying amount of that debt liability, consistent with debt discounts. This ASU will be applied retrospectively as of the date of adoption and is effective for
fiscal years beginning after December 15, 2015, and interim periods within those years (early adoption permitted). The Company is currently evaluating the
impact of the adoption of this ASU on its consolidated financial statements and related disclosures.

        In November 2015, the FASB issued authoritative guidance aimed at simplifying the accounting for deferred taxes. Current GAAP requires the deferred
taxes for each jurisdiction (or tax-paying component of a jurisdiction) to be presented as a net current asset or liability and net noncurrent asset or liability.
This requires a jurisdiction-by-jurisdiction analysis based on the classification of the assets and liabilities to which the underlying temporary differences
relate, or, in the case of loss or credit carryforwards, based on the period in which the attribute is expected to be realized. Any valuation allowance is then
required to be allocated on a pro rata basis, by jurisdiction, between current and noncurrent deferred tax assets. To simplify presentation, the new guidance
requires that all deferred tax assets and liabilities, along with any related valuation allowance, be classified as noncurrent on the balance sheet. As a result,
each jurisdiction will now only have one net noncurrent deferred tax asset or liability. Importantly, the guidance does not change the existing requirement
that only permits offsetting within a jurisdiction—that is, companies are still prohibited from offsetting deferred tax liabilities from one jurisdiction against
deferred tax assets of another jurisdiction. The guidance is effective for public business entities in fiscal years beginning after December 15, 2016, and
interim periods thereafter. We do not expect this guidance to have a significant impact on our consolidated financial statements, other than balance sheet
reclassifications.

        In January 2016, the FASB issued authoritative guidance that amends existing requirements on the classification and measurement of financial
instruments. The standard principally affects accounting for equity investments and financial liabilities where the fair value option has been elected. The
guidance is effective for fiscal periods after December 15, 2017, and interim periods thereafter. Early adoption of certain provisions is permitted. We are
currently evaluating the effect the new guidance will have on our financial statements and results of operations.

        In February 2016, the FASB issued authoritative guidance that supersedes previous lease accounting requirements and requires that lessees and lessors
shall apply to report useful information to users of financial statements about the amount, timing, and uncertainty of cash flows arising from a lease. The
guidance is effective for fiscal years beginning after December 15, 2018, and interim periods thereafter. Early adoption is permitted. We are currently
evaluating the effect the new guidance will have on our consolidated financial statements and results of operations.

Results of Operations

Year Ended December 31, 2015 Compared to the Year Ended December 31, 2014

        Oil and gas sales.    Revenue from oil and gas sales decreased $61.6 million during 2015 to $83.7 million, a 42% decrease compared to 2014. Net gas
production for 2015 and 2014 was 28 Bcf and 16.1 Bcf, respectively. The average realized price per Mcf of gas for 2015 and 2014 was $1.55 and $3.06,
respectively. Net oil production for 2015 and 2014 was .98 MMBbls and 1.1 MMBbls,
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respectively. Additionally, the average realized price per barrel of oil for 2015 and 2014 was $41.14 and $86.02, respectively.

        Transportation Revenue.    We receive fees for transporting third-party gas through our Atlantic Rim intrastate gas pipeline, which connects with the
Wyoming Interstate Company ("WIC") pipeline system. Transportation and gathering revenue totaled $4.6 million and $5.3 million respectively for 2015
and 2014.

        Lease operating expense.    Lease operating expense increased 2.5% to $49.6 million ($8.76 per boe) for 2015 compared to $48.4 million ($12.73 per
boe) in 2014. The increase is driven mainly from a full year of ownership of the Marcellus Assets, offset by operating efficiencies realized across all our assets.

        Depreciation, depletion and amortization.    Depreciation, depletion and amortization expense increased $9.7 million in 2015 to $66.2 million, a 17%
increase compared to 2014. This increase is driven by an increase to our full cost pool as a result of the acquisition of the Marcellus Assets during the third
quarter of 2014 and a reduction in reserves.

        Impairment.    The Company recorded impairment expense of $578.3 million for 2015, relating to its ceiling test write down of oil and gas properties and
other long-lived assets. This resulted from a significant drop in our PV-10 value reflecting lower commodity prices in 2015. The trailing twelve month SEC
pricing used in our reserve report for oil decreased 51% from $86.71 at December 31, 2014 to $42.81 at December 31, 2015 and twelve month gas prices
decreased 48% from $3.22 at December 31, 2014 to $1.74 at December 31, 2015.

        Transportation Expense.    Pipeline operating expenses decreased $0.7 million in 2015 to $1.7 million, a decrease of 29% compared to 2014. The
decrease relates mainly to less production moving through the pipeline due due to the decrease in commodity pricing in 2015.

        Acquisition expenses.    The company had zero acquisition expenses in 2015 as compared to total Acquisition expenses of $4.2 million for 2014 which
was a result of the purchase of the Marcellus Assets during the third quarter of 2014.

        General and administrative expenses.    General and administrative expenses increased $2.4 million in 2015 to $17.7 million, a 16% increase compared
to 2014 . This increase resulted from additional salaries related to the increase in head count in the Denver, Colorado office, and severance payments related
to the departure of various highly compensated employees due to the closure of our New York City, New York and Roswell, New Mexico offices. The
increase was partially offset by certain cost cutting measures, including elimination of bonus and pay increases in 2015 as well as a reduction in the
workforce at other offices in 2015. The savings related to the closure of the New York City, New York and Roswell, New Mexico offices will be realized in
2016. The Company continues to assess options to improve efficiency across the Company.

        Interest expense.    Interest expense increased to $30.4 million in 2015 compared to $9.6 million in 2014. This increase reflects a full year of interest from
the issuance of our Senior Notes and the increase in interest from the First Lien Credit Facility compared to the former credit line, as well as the
commencement of our 12% Second Lien Credit Facility.

        Interest and other income.    Interest and other income increased $3.2 million in 2015 to $5.6 million compared to $2.4 million in 2014 due to the sale of
surface land in our North Wilmington Unit in California.

        Gain (loss) on derivative financial instruments.    Derivative gains of $20.1 million were recorded during 2015. This amount reflects $13 million of
realized gains and $7.1 million of unrealized gains resulting from mark to market accounting of our oil and gas swaps.
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        Loss on contingent consideration.    A $0.5 million loss for 2015 from the contingent consideration was incurred related to the acquisition of our
Marcellus Assets compared to a $0.2 million loss in 2014. This amount reflects the fair value adjustment for the contingent consideration payment as part of
the purchase and sale agreement of the Marcellus Assets.

        Gain (loss) on retirement of debt.    A $14.4 million gain from the retirement of debt was recorded during 2015 related to the exchange of previously
issued Senior Notes for term notes under the First Lien Credit Facility.

        Troubled debt restructuring expense.    Troubled debt restructuring expense of $4.04 million was recognized during 2015 as a result of the exchange of
previously issued Senior Notes for term notes under the Second Lien Credit Facility. The transaction was accounted for as a troubled debt restructuring in
accordance with ASC 470.

        Income taxes.    We recognize a deferred tax liability or asset for temporary differences, operating loss carryforwards, statutory depletion carryforwards
and tax credit carryforwards net of a valuation allowance. The temporary differences consist primarily of depreciation, depletion and amortization of
intangible and tangible drilling costs and unrealized gains on investments.

        As of December 31, 2015, we had a net operating loss carryforward for federal income tax purposes of approximately $327 million. Also as of
December 31, 2015, we have provided a 100% valuation allowance on our net deferred tax assets. Our net operating loss carryforwards are estimated to begin
to expire in 2019.

Results of Operations

Year Ended December 31, 2014 Compared to the Year Ended December 31, 2013

        Oil and gas sales.    Revenue from oil and gas sales increased $17.5 million during 2014 to $145.4 million, a 14% increase compared to 2013. This
increase primarily resulted from an increase in gas production from our Marcellus Assets. Net gas production for 2014 and 2013 was 16.1 Bcf and 6.2 Bcf,
respectively. The average realized price per Mcf of gas for 2014 and 2013 was $3.06 and $3.31, respectively. Net oil production for 2014 and 2013 was 1.1
MMBbls and 1.1 MMBbls, respectively. Additionally, the average realized price per barrel of oil for 2014 and 2013 was $86.02 and $97.12, respectively.

        Transportation Revenue.    We receive fees for transporting third-party gas through our Atlantic Rim intrastate gas pipeline, which connects with the
Wyoming interstate Company ("WIC") pipeline system. Commencing in November 2013, we changed the point of sale for our Atlantic Rim gas, which allows
us to recognize revenue for the transportation fee we charge. Transportation and gathering revenue totaled $5.3 million and $0.9 million respectively for
2014 and for the months of November and December in 2013.

        Lease operating expense.    Lease operating expense increased 31% to $48.4 million ($12.73 per boe) for 2014 compared to $36.8 million ($17.16 per
boe) in 2013. Primarily this reflects an increase in operating expense resulting from our Marcellus Assets.

        Depreciation, depletion and amortization.    Depreciation, depletion and amortization expense increased $11.7 million for 2014 to $56.5 million, a 26%
increase compared to 2013. This increase is driven by an increase to our full cost pool as a result of the acquisition of the Marcellus Assets during the third
quarter of 2014.

        Transportation Expense.    Commencing in November 2013, we changed the point of sale for our Atlantic Rim gas which allows us to recognize revenue
and the associated expense of operating our pipeline. Pipeline operating expenses totaled $2.4 million and $0.3, respectively, for 2014 and for the months of
November and December in 2013.

75



 Table of Contents

        Acquisition expenses.    Acquisition expenses totaled $4.2 million for 2014 which resulted from the purchase of the Marcellus Assets during the third
quarter of 2014.

        General and administrative expenses.    General and administrative expense decreased $0.1 million in 2014 to $15.3 million, a 1% decrease compared to
2013. This decrease reflects lower salary, bonus and stock option expense as well as reduced litigation accrual in 2014 compared to 2013, as several higher
paid individuals departed the Company during the year.

        Interest expense.    Interest expense increased to $9.6 million in 2014 compared to $3.0 million in 2013. The increase results from the issuance of
$300 million of Senior Notes in August 2014 to partially fund the acquisition of our Marcellus Assets.

        Interest and other income.    Interest and other income decreased $3.0 million in 2014 to $2.4 million. This decrease primarily resulted from an
adjustment made in 2013 relating to post-production costs being charged to royalty owners in the Wilmington Townlot Unit in California.

        Gain (loss) on derivative financial instruments.    Derivative gains of $7.4 million were recorded during 2014. This amount reflects $34,000 of realized
losses and $7.5 million of unrealized gains resulting from mark to market accounting of our oil and gas swaps.

        Loss on contingent consideration.    A $0.2 million loss from the contingent consideration related to the acquisition of our Marcellus Assets. This
amount reflects the fair value adjustment for the contingent consideration payment as part of the purchase and sale agreement with Citrus.

        Income taxes.    We recognize a deferred tax liability or asset for temporary differences, operating loss carryforwards, statutory depletion carryforwards
and tax credit carryforwards net of a valuation allowance. The temporary differences consist primarily of depreciation, depletion and amortization of
intangible and tangible drilling costs and unrealized gains on investments.

        As of December 31, 2014, we had a net operating loss carryforward for federal income tax purposes of approximately $236 million. Also as of
December 31, 2014, we have provided a 100% valuation allowance on our net deferred tax assets. Our net operating loss carryforwards are estimated to begin
to expire in 2019.

Debentures

        As of December 31, 2015, we had outstanding $1.6 million of convertible secured debentures that are convertible into our common shares. Further, all
convertible secured debentures are callable by us if the average bid price of our public traded common shares traded at 133% or greater of the respective
conversion price of the debentures for at least 90 consecutive trading days. In such an event, debentures not converted may be called by us upon 60 days
notice at a price of 100% of par value plus accrued interest.

        The principal of the convertible secured debentures is secured at maturity by zero coupon U.S. treasury bonds previously deposited into an escrow
account equaling the par value of the debentures maturing on or before the due date of the debentures. The fair market value of these securities at
December 31, 2015 was approximately $1.45 million.

        The table below reflects the outstanding convertible secured debentures by issue, the fair market value of the zero coupon U.S. treasury bonds held in
escrow on behalf of the debentures holders and
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the estimated cash outlay for the payment of debenture interest for 2015. The conversion prices listed below will remain to the maturities of the bonds.

9.000% Senior Notes due 2022

        To finance the Marcellus Asset Acquisition (See Note C to the Consolidated Financial Statements), the Company issued 9.000% senior notes in a private
offering at a price equal to 98.617% of the $300 million principal amount thereo, due to mature on August 1, 2022 (the "Unregistered Senior Notes"). Interest
is payable on the Unregistered Senior Notes semi-annually in arrears at a rate of 9.000% per annum on each February 1 and August 1.

        In connection with the First Lien Credit Facility entered into on May 22, 2015, the Company exchanged $69.59 million in face value of the Unregistered
Senior Notes previously held by the lenders under the First Lien Credit Facility for approximately $45.23 million of First Lien Term Loans plus accrued
unpaid interest of $1.93 million rolled into the First Lien Term Loans as additional borrowing. The Company accounted for this transaction in accordance
with ASC 470 and ASC 405 and as a result recognized a gain on the retirement of debt in the amount of $14.4 million as a result of this transaction.

        On July 27, 2015, substantially all of the outstanding Unregistered Senior Notes were exchanged for an equal principal amount of registered 9.000%
Senior Notes due 2022 pursuant to a registration statement on Form S-4 that was declared effective by the Securities and Exchange Commission on June 19,
2015 under the Securities Act (the "Registered Senior Notes" and, together with the Unregistered Senior Notes, the "Senior Notes"). The Registered Senior
Notes are identical to the Unregistered Senior Notes except that the Registered Senior Notes are registered under the Securities Act and do not have
restrictions on transfer, registration rights or provisions for additional interest.

        In connection with the Second Lien Credit Facility entered into on Octobter 22, 2015 the Company exchanged approximately $63.1 million in face
value of previously-issued Senior Notes, plus accrued interest, for (i) approximately $40.1 million of second lien term loans under the Second Lien Facility
plus accrued and unpaid interest of $1.28 million rolled into the Second Lien Facility as additional borrowing, and (ii) four million (4,000,000) shares of
Company Common Stock with a fair market value of $2 million. The Company accounted for this transaction as a troubled debt restructuring in accordance
with ASC 470 , whereby no gain on the retirement of debt was recognized and a premium on the issuance equal to the amount of debt retired will be
amortized over the life of the instrument.

        We may redeem, at specified redemption prices, some or all of the Senior Notes at any time on or after August 1, 2017. We may also redeem up to 35% of
the Senior Notes using the proceeds of certain equity offerings completed before August 1, 2017. If we sell certain of our assets or experience certain kinds of
changes in control, we may be required to offer to purchase the Senior Notes from the holders. The Senior Notes are fully, unconditionally and jointly and
severally guaranteed on a senior unsecured basis by substantially all of our existing subsidiaries and are fully, unconditionally and jointly
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Debentures  

Outstanding at
December 31,

2015  

Conversion
Price as of

December 31,
2015  

Fair Market
Value of

U.S. Treasuries  

Estimated
Debenture

Interest
for 2016  

  (in thousands, except conversion price data)  
12% Convertible secured Debentures due December 31, 2020  $ 835 $ 50.00 $ 761 $ 100 
12% Convertible secured Debentures due December 31, 2022   801 $ 50.00  688  96 

 $ 1,636    $ 1,449 $ 196 
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and severally guaranteed on a senior unsecured basis by our future domestic subsidiaries, subject to certain exceptions.

        The table below reflects the outstanding Senior Notes, the fair market value of the Notes and the estimated cash outlay for the payment of interest for
2016. There have been no equity offerings since the issuance of the Senior Notes.

Preferred Stock

        As of December 31, 2015, we had 10,703 shares of convertible preferred stock issued and outstanding. During 2015, no shares of our convertible
preferred stock converted into common shares. The preferred stock is convertible into common shares on a 1 to 1 and 1 to 0.5 basis. Dividends on preferred
shares totaled approximately $10,000 and for each of the years ended December 31, 2015 and 2014.

        All of our outstanding preferred stock has a dividend equal to 8% per annum, payable to the extent legally available quarterly in arrears, and has a
liquidation preference of $12.00 per share. Any accrued but unpaid dividends shall be cumulative and paid upon liquidation, optional redemption or
conditional repurchase. No dividends may be paid on the common stock as long as there are any accrued and unpaid dividends on the preferred stock. At the
election of the holder of our convertible preferred stock, each share of preferred stock is convertible into 0.50 share of common stock.

        The conversion rate for our convertible preferred stock is subject to adjustment in the event of:

• the issuance of common stock as a dividend or distribution on any class of our capital stock; 

• the combination, subdivision or reclassification of the common stock; or 

• the distribution to all holders of common stock of evidences of indebtedness or assets, including securities issued by third parties, but
excluding cash dividends or distributions paid out of surplus.

        The preferred stock may be redeemed by the holders at a redemption price equal to the liquidation value of $12.00 per share, plus accrued but unpaid
dividends, if any. At December 31, 2015, there were 10,703 preferred shares outstanding that the Company may be required to redeem.

        Upon receipt of a redemption election, we, at our option, shall either:

• pay the holder cash in an amount equal to $12.00 per convertible preferred share, subject to adjustment for stock splits, stock dividends or
stock exchanges, plus accrued and unpaid dividends, to the extent that we have funds legally available for redemption, or 

• issue to the holder shares of common stock in an amount equal to 125% of the cash redemption price and any accrued and unpaid dividends,
based on the average of the closing sale prices of our common stock for the 30 trading days immediately preceding the date of the receipt of
the written redemption election by the holder, as reported by NASDAQ, or by any exchange or electronic OTC listing service on which the
shares of common stock are then traded. In the event that we elect to pay the Redemption Price in kind with our common stock, for the 10,703
shares of preferred stock representing $0.1 million of Redemption Price value, notwithstanding the market price of our common stock, we shall
not issue to the redeeming preferred stockholders less than their proportionate share of 10,703 shares of our shares of common stock, nor be
obligated to issue more than 16,055 shares of our common stock in full satisfaction of the redemption, subject to adjustment for stock splits,
stock dividends and stock exchanges.

78

9.000% Senior Notes (in thousands)  

Outstanding at
December 31,
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Fair Market
Value of

Senior Notes  
Interest
for 2016  

9.000% Senior Notes Due August 1, 2022  $ 167,266 $ 25,090 $ 15,054 
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        If we are not listed on an exchange or our common stock has no trading volume, upon redemption the Board shall determine the fair market value of the
common stock.

        If the closing sale price of our publicly traded common stock as reported by NASDAQ, or any exchange or electronic OTC listing service on which the
shares of common stock are then traded, exceeds 133% of the conversion price then in effect for the preferred stock for at least 10 trading days during any 30-
day period, we, at our option, may either:

• redeem the preferred stock in whole or in part, at a redemption price of $12.00 per share plus accrued and unpaid dividends, or 

• convert the preferred stock, plus any accrued and unpaid dividends, into common stock at the then applicable conversion rate, based on the
average closing sale prices of our common stock for the 30 trading days immediately preceding the date fixed for redemption.

        In addition, the preferred stock, plus accrued and unpaid dividends, shall be converted into common stock at the then applicable conversion rate upon
the vote or written consent of the holders of 662/3% of the then outstanding preferred stock, voting together as a class.

        Accordingly, if the holders of any of the outstanding shares of our preferred stock request redemption and thereafter and we elect to pay the Redemption
Price for the preferred stock in cash, we would need capital of $12.00 per share, plus the amount of any accrued but unpaid dividends, which funds may not
be available and the payment of which could have a material adverse effect on our financial liquidity and results of operation. Alternatively, if we elect to
pay the Redemption Price for the preferred stock and thereafter with shares of our common stock, such issuance could materially increase the number of our
shares of common stock then outstanding and be dilutive to our earnings per share, if any.

Contractual Obligations

        The contractual obligations table below assumes the maximum amount under contract is tendered each year. The table does not give effect to the
conversion of any bonds to common stock which would reduce payments due. All U.S treasury bonds are secured at maturity by zero coupon U.S. treasury
bonds deposited into an escrow account equaling the par value of the bonds maturing on or before the maturity of the bonds. Such U.S. treasury bonds had a
fair market value of $1.45 million at December 31, 2015. The table below does not reflect the release of escrowed U.S. treasury bonds to us upon redemption.

        Contracts assumed related to the Marcellus Assets include a Lateral Demand Fee, a Lateral Commodity Fee, and a Transportation Fee. The Lateral
Demand Fee stipulates that the Company pay $92,000 per month for a period of 35 months (11 months remain on the contract as of December 31, 2015) for
gathering services provided in the Marcellus. The Transportation Fee provides that the Company pay a fixed monthly amount of $1,241,000 for
transportation of gas through the interstate pipeline, up to 120,000 dekatherms per day for a term ending in December 2021 (72 months remain on the
contract as of December 31, 2015). If the Company exceeds 120,000 dekatherms per day, the agreement states that a monthly fee of $0.34 per dekatherm over
the contractually stipulated amount should be paid. The Transportation Overage Fee is not included in the table below. Warren accounts for the
aforementioned gathering and transportation fees on the Consolidated Statements of Operations within the lease operating expenses and taxes line item, as
incurred.

        The contracts also call for several additional fees, not included in the table below. The additional fees include a Lateral Commodity Fee of $0.055 per
Mcf up to 150 Bcf of gas gathered, Gathering Commodity Rate of $0.04 per Mcf up to 15,000 Mcf per day per month for certain receipt points, a Gathering
Demand Rate of $0.10 per Mcf up to 15,000 Mcf per day per month for certain receipt points, and a Compression Fee of $0.205 per Mcf of gas delivered to
certain receipt points. For any
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amount in excess of the 15,000 Mcf delivered to certain receipt points for the Gathering Demand and Commodity Rates the Company is obligated to pay
50% of the fees which are adjusted for inflation annually by the CPI index.

Off-Balance Sheet Arrangements

        The Company does not have any off-balance sheet arrangements.

  Item 7A:    Quantitative and Qualitative Disclosures About Market Risk 

        The primary objective of the following information is to provide forward-looking quantitative and qualitative information about our potential exposure
to market risks. The term "market risk" refers to the risk of loss arising from adverse changes in natural gas and oil prices and interest rates. The disclosures are
not meant to be precise indicators of expected future losses, but rather indicators of reasonably possible losses. This forward-looking information provides
indicators of how we view and manage our ongoing market risk exposures. All of our market risk sensitive instruments were entered into for purposes other
than speculative trading.

Commodity Risk

        Our primary market risk exposure is in the price we receive for our natural gas and oil production. Realized pricing is primarily driven by the prevailing
worldwide price for crude oil and spot regional market prices applicable to our U.S. natural gas production. Pricing for natural gas and oil production has
been volatile and unpredictable for several years, and we expect this volatility to continue in the future. The prices we receive for production depend on
many factors outside of our control, including volatility in the differences between product prices at sales points and the applicable index price.

        We have entered into several commodity derivative contracts to hedge our exposure to commodity price risk associated with anticipated future oil and
gas production. We believe we will have more predictability of our crude oil and gas revenues as a result of these derivative contracts.
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  Payments due by period  

Contractual Obligations As of December 31, 2015  Total  
Less Than

1 Year  1 - 3 Years  3 - 5 Years  
More Than

5 Years  
  (in thousands)  
First Lien Credit Facility(1)  $ 234,665 $ 234,665 $ — $ — $ — 
Second Lien Credit Facility(1)   52,219  52,219  —  —  — 
Bonds(1)   1,636  1,636  —  —  — 
Senior Notes(1)   167,266  167,266  —  —  — 
Marcellus Lateral Demand Fee   1,012  1,012  —  —  — 
Marcellus Transportation Fee   88,773  14,892  29,784  29,784  14,313 
Leases   3,479  901  1,271  1,166  141 
Total  $ 549,050 $ 472,591 $ 31,055 $ 30,950 $ 14,454 

(1) The amounts included in the table represent the outstanding principal amounts only. It does not include estimated interest of
$44.7 million less than one year payable with respect to the First Lien Credit Facility, the Second Lien Credit Facility, Bonds and the
Senior Notes.
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        The following table summarizes our open financial derivative positions as of March 16, 2016 related to oil and gas production.

        Under a swap contract, the counterparty is required to make a payment to us if the index price for any settlement period is less than the fixed price, and
we are required to make a payment to the counterparty if the index price for any settlement period is greater than the fixed price.

Interest Rate Risk

        We hold investments in U.S. treasury bonds available for sale, which represents securities held in escrow accounts on behalf of certain debentures.
Occasionally, we hold U.S. treasury bonds trading securities, which predominantly represent U.S. treasury bonds released from escrow accounts. The fair
market value of these securities will generally increase if the federal discount rate decreases and decrease if the federal discount rate increases. All of our
convertible debt has fixed interest rates, so consequently we are not exposed to cash flow or fair value risk from market interest rate changes on this debt.

        At December 31, 2015, we had debt outstanding under our First Lien Credit Facility of $234.7 million. The annual interest rate on borrowings under the
First Lien Credit Facility is 8.5% plus LIBOR for the applicable LIBOR period (with a minimum LIBOR rate of 1%) and is payable quarterly in arrears on the
next to last business day of each March, June, September and December. At present, the interest rate is 9.5%. During 2015, the Company incurred
$13.3 million of interest under the First Lien Credit Facility of which approximately $0.19 million of interest was accrued at December 31, 2015.

Financial Instruments

        Our financial instruments consist of cash and cash equivalents, U.S. treasury bonds, collateral security accounts, derivatives and other long-term
liabilities. The carrying amounts of cash and cash equivalents and U.S. treasury bonds approximate fair market value due to the highly liquid nature of these
short-term instruments or they are reported at fair value. Debentures, derivatives, other long-term liabilities, First and Second Lien Credit Facility are recorded
at the approximate fair value of such items.

Inflation and Changes in Prices

        The general level of inflation affects our costs. Salaries and other general and administrative expenses are impacted by inflationary trends and the supply
and demand of qualified professionals and professional services. Inflation and price fluctuations affect the costs associated with exploring for and producing
natural gas and oil, which have a material impact on our financial performance.

81

Product  Type  Contract Period  Volume  
Price per

Mcf or Bbl
NYMEX Oil  Swap  01/01/16 - 03/31/16  250 Bbl/d $62.92
NYMEX Oil  Collar  01/01/16 - 03/31/16  500 Bbl/d $50.00 - 64.00
NYMEX Oil  Collar  04/01/16 - 06/30/16  250 Bbl/d $55.00 - 69.97
NYMEX Oil  Collar  01/01/16 - 12/31/16  500 Bbl/d $50.00 - 71.50
NYMEX Gas  Swap  01/01/16 - 03/31/16  5,000 MMBtu/d $3.02
NYMEX Gas  Swap  01/01/16 - 10/31/16  15,000 MMBtu/d $2.93
NYMEX Gas  Swap  01/01/16 - 12/31/16  15,000 MMBtu/d $3.16
NYMEX Gas  Swap  01/01/16 - 03/31/16  15,000 MMBtu/d $3.18
NYMEX Gas  Swap  03/01/16 - 10/31/16  10,000 MMBtu/d $2.72
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  Item 8:    Financial Statements and Supplementary Data 

        See Report of Independent Registered Public Accounting Firm and Audited Financial Statements at Item 15.

  Item 9:    Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 

        None.

  Item 9A:    Controls and Procedures 

Disclosure Controls and Procedures.

        We maintain controls and procedures designed to ensure that information required to be disclosed in the reports that we file or submit under the
Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the rules and forms of the SEC.
Evaluations have been performed under the supervision and with the participation of our management, including the Chief Executive Officer and Chief
Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures (as such terms are defined in Rule 13a-15(e) and
15d-15(e) of the Exchange Act). Based upon those evaluations, management, including the Chief Executive Officer and Chief Financial Officer, concluded
that our disclosure controls and procedures were adequate and effective as of December 31, 2015 to provide reasonable assurance that information required to
be disclosed by us in the reports that we file or submit under the Exchange Act are recorded, processed, summarized and reported, within the time periods
specified in the SEC's rules and forms.

        Our management does not expect that our disclosure controls and procedures will prevent all errors and all fraud. The design of a control system must
reflect the fact that there are resource constraints, and the benefits of controls must be considered relative to their costs. Based on the inherent limitations in
all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within the Company have
been detected. These inherent limitations include the realties that judgments in decision-making can be faulty and that breakdowns can occur because of
simple errors or mistakes. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by
management override of the controls. The design of any system of controls also is based in part upon certain assumptions about the likelihood of future
events. Therefore, a control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of
the control system are met. Our disclosure controls and procedures are designed to provide such reasonable assurances of achieving our desired control
objectives and the Chief Executive Officer and the Chief Financial Officer, as of December 31, 2015, have concluded that our disclosure controls and
procedures are effective in achieving that level of reasonable assurance.

Management's Report on Internal Control over Financial Reporting

        Our management is responsible for establishing and maintaining adequate internal control over financial reporting. As defined in Exchange Act
Rule 13a-15(f), internal control over financial reporting is a process designed by, or under the supervision of, our Chief Executive Officer and Chief Financial
Officer and effected by our Board of Directors, management and other personnel, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles and includes those
policies and procedures that:

• pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of our assets;
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• provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that our receipts and expenditures are being made only in accordance with authorizations of our
management and directors; and 

• provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of our assets that could
have a material effect on the financial statements.

        Under the supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, we carried out
an evaluation of the effectiveness of our internal control over financial reporting as of December 31, 2015 based on the criteria in the 2013 Internal Control
—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission ("COSO"). Based upon this evaluation, our
management concluded that our internal control over financial reporting was effective as of December 31, 2015.

        The annual report on Form 10-K does not include an attestation report of the Company's independent registered public accounting firm regarding
internal control over financial reporting. As a smaller reporting company as defined in Rule 12b-2 of the Exchange Act, our management's report was not
subject to attestation by our registered public accounting firm pursuant to rules of the Securities and Exchange Commission that permit us to provide only
management's report in this annual report on Form 10-K.

Changes in Internal Control over Financial Reporting.

        There were no changes in internal control over financial reporting that occurred during the most recent fiscal quarter that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.

  Item 9B:    Other Information. 

        Not applicable.
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 PART III 

  Item 10:    Directors, Executive Officers and Corporate Governance 

        See "Executive Officers, Board of Directors, Committees of the Board and Section 16(a) Beneficial Ownership Reporting Compliance" in the Warren
Resources, Inc. Proxy Statement ("Proxy Statement"), for the Annual Meeting of Stockholders of Warren Resources, Inc. to be held on June 9, 2016 (to be
filed with the SEC within 120 days after the end of the Company's fiscal year ended December 31, 2015) which is incorporated herein by reference.

        The Company's Code of Business Conduct and Ethics and the Code of Ethics for the Chief Executive Officer, Chief Financial Officer and Chief
Accounting Officer can be found on the Company's internet website located at www.warrenresources.com. If the Company amends the Code of Ethics or
grants a waiver, including an implicit waiver, from the Code of Ethics, the Company intends to disclose the information on its internet website. This
information will remain on the website for at least 12 months.

  Item 11:    Executive Compensation 

        Information required by this item will be contained in the Proxy Statement under the caption "Executive Compensation," and is hereby incorporated by
reference herein.

  Item 12:    Securities Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 

        Information required by this item will be contained in the Proxy Statement under the caption "Securities Ownership of Certain Beneficial Owners and
Management and Related Stockholder Matters" and is incorporated herein by reference.

  Item 13:    Certain Relationships and Related Transactions, and Director Independence 

        Information required by this item will be contained in the Proxy Statement under the caption "Certain Transactions" and "Corporate Governance" and is
hereby incorporated by reference herein.

  Item 14:    Principal Accountant Fees and Services 

        Information required by this item will be contained in the Proxy Statement under the caption "Auditors' Fees," and is hereby incorporated by reference
herein.
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 PART IV 

 Item 15:    Exhibits, Financial Statement Schedules 

        (a)(1)  Financial Statements

        (a)(2)  All other schedules have been omitted because the required information is inapplicable or is shown in the Notes to the Consolidated Financial
Statements.

        (a)(3)  Exhibits required to be filed by Item 601 of Regulation S-K.

        The exhibits required to be filed pursuant to the requirements of Item 601 of Regulation S-K are set forth in the Exhibit Index accompanying this Annual
Report on Form 10-K and are incorporated herein by reference.

85

  
Form 10-K

Pages  
Report of Independent Registered Public Accounting Firm   F-2 
Consolidated Balance Sheets as of December 31, 2015 and 2014   F-3 
Consolidated Statements of Operations for the years ended December 31, 2015 and 2014   F-4 
Consolidated Statements of Comprehensive Income (Loss) for the years ended December 31, 2015 and 2014   F-5 
Consolidated Statements of Stockholders' Equity (Deficit) for the years ended December 31, 2015 and 2014   F-6 
Consolidated Statements of Cash Flows for the years ended December 31, 2015 and 2014   F-7 
Notes to Consolidated Financial Statements   F-8 



Table of Contents

 
 SIGNATURES 

        Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this Report to be signed on its
behalf by the undersigned, thereunto duly authorized.

Dated: March 17, 2016

        Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
Warren Resources, Inc.

        We have audited the accompanying consolidated balance sheets of Warren Resources, Inc. (a Maryland corporation) and subsidiaries (the "Company") as
of December 31, 2015 and 2014, and the related consolidated statements of operations, comprehensive income (loss), shareholders' equity (deficit), and cash
flows for the years then ended. These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on
these financial statements based on our audits.

        We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not
engaged to perform an audit of the Company's internal control over financial reporting. Our audits included consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

        In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Warren
Resources, Inc. and subsidiaries as of December 31, 2015 and 2014, and the results of their operations and their cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

        The accompanying consolidated financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in
Note A to the consolidated financial statements, the Company incurred a net loss of approximately $620 million during the year ended December 31, 2015,
and as of that date, the Company's current liabilities exceeded its current assets by approximately $465.1 million and its total liabilities exceeded its total
assets by approximately $323.6 million. Also discussed in Note A, subsequent to December 31, 2015, the Company is in default on its unsecured senior
notes, first lien credit facility and second lien credit facility. These conditions, along with other matters as set forth in Note A, raise substantial doubt about
the Company's ability to continue as a going concern. Management's plans in regard to these matters are also described in Note A. The consolidated financial
statements do not include any adjustments that might result from the outcome of this uncertainty.

/s/ GRANT THORNTON LLP

Oklahoma City, Oklahoma
March 17, 2016
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Warren Resources, Inc. and Subsidiaries 

CONSOLIDATED BALANCE SHEETS 

   
The accompanying notes are an integral part of these statements.

F-3

  
December 31,

2015  
December 31,

2014  

  
(in thousands, except share

and per share data)  
ASSETS        

Current Assets        
Cash and cash equivalents  $ 26,764 $ 1,703 
Accounts receivable—trade, net   9,880  20,025 
Restricted investments in U.S. Treasury bonds—available for sale, at fair value (amortized cost of $1,138 in 2015 and

$107 in 2014)   1,448  142 
Derivative financial instruments   11,081  4,005 
Other current assets   5,439  1,245 

Total current assets   54,612  27,120 
Other Assets        

Oil and gas properties—at cost, based on full cost method of accounting, net of accumulated depreciation, depletion,
amortization and impairment (includes unproved costs excluded from amortization of $14,658 and $204,626 as of
December 31, 2015 and 2014)   162,685  753,496 

Property and equipment—at cost, net   1,548  19,622 
Restricted investments in U.S. Treasury bonds—available for sale, at fair value (amortized cost of $962 in 2014)   —  1,280 
Deferred bond offering costs   12,510  13,942 
Other assets   3,107  3,220 

Total other assets   179,850  791,560 

 $ 234,462 $ 818,680 
LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)        

Current Liabilities        
Current maturities of other long-term liabilities  $ 153 $ 381 
Accounts payable and accrued expenses   42,971  57,389 
First Lien Credit Facility   234,665  — 
Second Lien Credit Facility   74,912  — 
Senior Notes   165,367  — 
Convertible debentures   1,636  — 

Total current liabilities   519,704  57,770 
Long-Term Liabilities        

Senior Notes   —  296,053 
Convertible debentures   —  1,472 
Line of credit   —  134,749 
Other long-term liabilities, less current portion   38,322  36,084 

Total Liabilities   558,026  526,128 
Commitments and contingencies (Note F)        
Stockholders' Equity (Deficit)        

8% convertible preferred stock—$.0001 par value; authorized, 10,000,000 shares; issued and outstanding 10,703 shares in
2015 and 2014 (aggregate liquidation preference $128 in 2015 and 2014)   128  128 

Common stock—$.0001 par value; authorized, 100,000,000 shares; issued, 85,203,466 shares in 2015 and 80,754,225
shares in 2014   9  8 

Additional paid-in capital   516,715  512,843 
Accumulated deficit   (840,606)  (220,643)
Accumulated other comprehensive income, net of applicable income taxes of $124 in 2015 and $141 in 2014   190  216 

Total Stockholders' Equity (Deficit)   (323,564)  292,552 

 $ 234,462 $ 818,680 
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Warren Resources, Inc. and Subsidiaries 

CONSOLIDATED STATEMENTS OF OPERATIONS 

Year ended December 31, 

   
The accompanying notes are an integral part of these statements.
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  2015  2014  

  
(in thousands, except share

and per share amounts)  
Operating Revenues        

Oil and gas sales  $ 83,734 $ 145,385 
Transportation revenue   4,639  5,338 
Total revenues   88,373  150,723 

Operating Expenses        
Lease operating expenses and taxes   49,557  48,357 
Depreciation, depletion and amortization   66,159  56,489 
Impairment expense   578,323  — 
Transportation expense   1,706  2,403 
Acquisition expenses   —  4,198 
General and administrative   17,703  15,271 
Total operating expenses   713,448  126,718 

Income (loss) from operations   (625,075)  24,005 
Other income (expense)        

Interest and other income   5,621  2,396 
Gain on debt extinguishment   14,407  — 
Troubled debt restructuring expense   (4,039)  — 
Interest expense   (30,403)  (9,643)
Gain on derivative financial instruments   20,083  7,445 
Loss on contingent consideration   (540)  (190)
Total other income (expense)   5,129  8 

Income (loss) before provision for income taxes   (619,946)  24,013 
Deferred income tax (benefit) expense   17  (17)

Net income (loss)   (619,963)  24,030 
Less dividends and accretion on preferred shares   10  10 

Net income (loss) applicable to common stockholders  $ (619,973) $ 24,020 
Income (loss) per common share—Basic  $ (7.55) $ 0.31 
Income (loss) per common share—Diluted  $ (7.55) $ 0.31 
Weighted average common shares outstanding—Basic   82,128,892  76,541,400 
Weighted average common shares outstanding—Diluted   82,128,892  76,685,511 
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Warren Resources, Inc. and Subsidiaries 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

Year ended December 31, 

   
The accompanying notes are an integral part of these statements.
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  2015  2014  
  (in thousands)  
Net income (loss)  $ (619,963) $ 24,030 

Other comprehensive income (loss)        
Holding gains (losses) on available for sale investments, net of income tax   (26)  26 

Comprehensive income (loss)  $ (619,989) $ 24,056 
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Warren Resources, Inc. and Subsidiaries 

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY (DEFICIT) 

Years ended December 31, 2015 and 2014 

   
The accompanying notes are an integral part of these statements.
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 Preferred stock  Common stock

    

 

Accumulated
other

comprehensive
income(loss)  

Total
Stockholders'

equity
(deficit)

 
 

 

Additional
paid-in
capital  

Accumulated
deficit

 

  Shares  Amount  Shares  Amount  
  (in thousands)  
Balance at December 31, 2013   11 $ 128  72,888 $ 7 $ 470,441 $ (244,673) $ 190 $ 226,093 
Shares issued from exercise of

options   —  —  649  —  1,473  —  —  1,473 
Shares issued and taxes paid from

vesting of restricted stock   —  —  551  —  (2,067)  —  —  (2,067)
Shares issued from acquisition   —  —  6,666  1  41,399  —  —  41,400 
Dividends declared on preferred

stock   —  —  —  —  (10)  —  —  (10)
Stock based compensation   —  —  —  —  1,607  —  —  1,607 
Net income   —  —  —  —  —  24,030  —  24,030 
Net change in unrealized gain on

investment securities available
for sale, net of applicable income
taxes   —  —  —  —  —  —  26  26 

Balance at December 31, 2014   11 $ 128  80,754 $ 8 $ 512,843 $ (220,643) $ 216 $ 292,552 
Shares issued and taxes paid from

vesting of restricted stock   —  —  449  1  (330)  —  —  (329)
Shares issued from debt exchange   —  —  4,000  —  2,000  —  —  2,000 
Dividends declared on preferred

stock   —  —  —  —  (10)  —  —  (10)
Stock based compensation   —  —  —  —  2,212  —  —  2,212 
Net income (loss)   —  —  —  —  —  (619,963)  —  (619,963)
Net change in unrealized gain on

investment securities available
for sale, net of applicable income
taxes   —  —  —  —  —  —  (26)  (26)

Balance at December 31, 2015   11 $ 128  85,203 $ 9 $ 516,715 $ (840,606) $ 190 $ (323,564)
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Warren Resources, Inc. and Subsidiaries 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

Year ended December 31, 

   
The accompanying notes are an integral part of these statements.
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  2015  2014  
  (in thousands)  
Cash flows from operating activities:        

Net income (loss)  $ (619,963) $ 24,030 
Adjustments to reconcile net income (loss) to net cash provided by operating activities:        

Accretion of discount on available for sale debt securities   (69)  (65)
Accretion of discount on Senior Notes   426  202 
Amortization of deferred offering costs   4,655  965 
Depreciation, depletion, amortization and impairment   644,482  56,489 
Deferred tax (benefit) expense   17  (17)
Change in fair value of derivative financial instruments   (7,076)  (7,479)
Loss on contingent consideration   540  190 
Stock option expense   2,212  1,607 
Gain on debt extinguishment   (14,407)  — 

Change in assets and liabilities:        
Decrease in accounts receivable—trade   10,145  1,849 
(Increase) decrease in other assets   (7,303)  578 
Decrease (increase) in accounts payable and accruals   (8,255)  10,570 
Decrease in other long term liabilities   (1,772)  (4,914)

Net cash provided by operating activities   3,632  84,005 
Cash flows from investing activities:        

Purchase, exploration and development of oil and gas properties   (36,112)  (412,531)
Purchase of property and equipment   (254)  (2,774)

Net cash used in investing activities   (36,366)  (415,305)
Cash flows from financing activities:        

Proceeds from Credit Facilities and Senior Notes offering   347,984  389,599 
Payments on debt and debentures   (289,860)  (67,623)
Payments on taxes of vested restricted stock and proceeds from the exercise of stock options   (329)  (593)

Net cash provided by financing activities   57,795  321,383 
Net increase (decrease) in cash and cash equivalents   25,061  (9,917)

Cash and cash equivalents at beginning of year   1,703  11,620 
Cash and cash equivalents at end of year  $ 26,764 $ 1,703 
Supplemental disclosure of cash flow information        

Cash paid for interest (net of capitalized interest of $8,969 and $4,980 in 2015 and 2014)  $ 21,763 $ 8,662 
Noncash investing and financing activities:        

Accrued preferred stock dividend   10  10 
Change in accounts payable relating to oil and gas property   (6,173)  7,635 
Increase in asset retirement liability   9  2,088 
Common Stock issued for Citrus Acquisition   —  41,400 
Earn-Out provision for Citrus Acquisition   730  6,340 
Farm-Out provision for Citrus Acquisition   (3,410)  3,410 
Common Stock issued for Second Lien Credit Facility   2,000  — 
Noncash debt restructuring exchanges   40,221  — 
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Warren Resources, Inc. and Subsidiaries 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

December 31, 2015 and 2014 

NOTE A—ORGANIZATION AND ACCOUNTING POLICIES

Nature of Operations

        Warren Resources, Inc. (the "Company" or "Warren"), was originally formed on June 12, 1990 for the purpose of acquiring and developing oil and gas
properties. The Company is incorporated under the laws of the state of Maryland. The Company's properties are located primarily in California, Pennsylvania
and Wyoming.

Going Concern and Managements Plans

        The accompanying consolidated financial statements have been prepared on a going concern basis. As a result of the prolonged decrease in commodity
prices resulting in declining revenue and a net loss of $620 million in 2015, the Company may not have sufficient liquidty to pay debts as they come due. In
light of prevailing oil prices and the necessity of a debt restructuring, Warren elected to not make the approximately $7.5 million interest payment due
February 1, 2016 on its unsecured Senior Notes (the "Senior Notes"). The applicable 30-day grace period for such interest payment has expired and
consequently an event of default under the indenture governing such notes has occurred and is continuing. This status gives the Indenture trustee and the
holders of not less than 25% in aggregate principal amount of the Senior Notes the right to declare the entire principal amount of the Senior Notes plus
accrued and unpaid interest due and payable. In addition, this status has resulted in events of default under Warren's first lien credit facility and its second
lien credit facility, entitling the administrative agents and lead lenders thereunder to declare all obligations under those credit facilities to be immediately
due and payable. However, thus far, no such acceleration of Warren's debt obligations has occurred. Neverthless, these debt instruments are now reclassified
from long-term liabilities to current liabilities resulting in a net working capital deficit of $465.1 million at December 31, 2015.

        Although Warren is continuing to seek a workable agreement regarding a consensual, out-of-court restructuring of its indebtedness, a failure to achieve
such an agreement will likely necessitate seeking protection from its creditors through a bankruptcy proceeding, in order to preserve and maximize value for
its stakeholders. Furthermore, Warren and its lenders are continuing to evaluate whether a consensual restructuring should be effected outside or through a
bankruptcy proceeding.

        These factors raise substantial doubt about the Company's ability to continue as a going concern. The accompanying consolidated financial statements
do not include any adjustments relating to the recoverability and classification of recorded asset amounts or amounts of liabilities that might result from the
outcome of this uncertainty.

Principles of Consolidation

        The consolidated financial statements include accounts of the Company, its wholly-owned subsidiaries, Warren Development Corp., Warren Drilling
Corp., Warren Management Corp., Warren Resources of California, Inc., Warren Energy Services LLC, Warren Marcellus LLC and Warren E&P, Inc. All
significant intercompany accounts and transactions have been eliminated in consolidation.

F-8



Table of Contents

Warren Resources, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2015 and 2014

NOTE A—ORGANIZATION AND ACCOUNTING POLICIES (Continued)

Oil and Gas Properties

        The Company accounts for its oil and gas activities using the full cost method. As prescribed by full cost accounting rules, all costs associated with
property acquisition, exploration and development activities are capitalized. Exploration and development costs include dry hole costs, geological and
geophysical costs, direct overhead related to exploration and development activities and other costs incurred for the purpose of finding oil and gas reserves.
Salaries and benefits paid to employees directly involved in the exploration and development of oil and gas properties as well as other internal costs that can
be specifically identified with acquisition, exploration and development activities are also capitalized. Proceeds received from disposals are credited against
accumulated cost except when the sale represents a significant disposal of reserves, in which case a gain or loss is recognized. The sum of net capitalized
costs and estimated future development and dismantlement costs are depleted on the equivalent unit-of-production method, based on proved oil and gas
reserves as determined by independent petroleum engineers.

        In accordance with full cost accounting rules, the Company is subject to a limitation on capitalized costs. The capitalized cost of oil and gas properties,
net of accumulated depreciation, depletion and amortization, may not exceed the estimated future net cash flows from proved oil and gas reserves discounted
at 10 percent, plus the cost of unproved properties excluded from amortization, as adjusted for related tax effects. If capitalized costs exceed this limit (the
"ceiling limitation"), the excess must be charged to expense. The Company recorded impairment expenses of $562 million in 2015 and $-0- in 2014.

        The costs of certain unevaluated oil and gas properties and exploratory wells being drilled are not included in the costs subject to amortization. The
Company assesses costs not being amortized for possible impairments or reductions in value and if impairments or a reduction in value has occurred. For the
year ended December 31, 2015, the Company determined that unevaluated oil and gas properties with a book value of $184 million were impaired and
transferred to the full cost pool.

Revenue Recognition

        Oil and gas sales result from undivided interests held by the Company in various oil and gas properties. Sales of natural gas and oil produced are
recognized when delivered to, or picked up by, the purchaser. For 2015, the largest purchasers and marketers of our total oil and gas production were
Clearwater Enterprises, Phillips 66 and Devlar Energy, which accounted for 41%, 48% and 9%, respectively, of total oil and natural gas sales sold in 2015.
For 2014, the largest purchasers and marketers of our total oil and gas production were Clearwater Enterprises, Phillips 66 and Devlar Energy, which
accounted for 43%, 29% and 26%, respectively, of total oil and natural gas sales sold in 2014.

Cash and Cash Equivalents

        The Company considers all highly liquid investments with maturities of three months or less when acquired to be cash equivalents. The Company
maintains its cash and cash equivalents in bank deposit accounts that may exceed federally insured limits. At December 31, 2015, the Company had the
majority of its cash and cash equivalents with one financial institution. The Company has not
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Warren Resources, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2015 and 2014

NOTE A—ORGANIZATION AND ACCOUNTING POLICIES (Continued)

experienced any losses in such accounts and believes it is not exposed to any significant credit risk on cash and cash equivalents.

Accounts Receivable

        Accounts receivable include trade receivables from joint interest owners and oil and gas purchasers. Credit is extended based on evaluation of a
customer's financial condition and, generally, collateral is not required. Accounts receivable under joint operating agreements generally have a right of offset
against future oil and gas revenues if a producing well is completed. Accounts receivable are due within 30 days and are stated at amounts due from
customers net of an allowance for doubtful accounts when the Company believes collection is doubtful. Accounts outstanding longer than the contractual
payment terms are considered past due. The Company determines its allowance by considering a number of factors, including the length of time trade
accounts receivable are past due, the Company's previous loss history, the customer's current ability to pay its obligation to the Company, and the condition
of the general economy and the industry as a whole. The Company writes off specific accounts receivable when they become uncollectible, and payments
subsequently received on such receivables are credited to the allowance for doubtful accounts. As of December 31, 2015 and 2014, the Company has an
allowance of $16,000 and $16,000 respectively, for doubtful accounts.

Investments

        The Company classifies its investment in debt securities as available-for-sale securities. Available-for-sale securities are recorded at fair value, with net
unrealized gains and losses excluded from net earnings and reported as other comprehensive income (loss). Available-for-sale securities represent the market
value of zero coupon Treasury Bonds collateralizing convertible debentures and are classified as current or non-current based on the classification of the
related debentures. Realized gains and losses are determined on the basis of specific identification of the securities.

Offering Costs

        Costs incurred in connection with the issuance of debt are capitalized and amortized over the term of the related debt using the straight-line method,
which approximates the effective interest rate method. The Company has $12.5 million and $13.9 million, net of accumulated amortization of $4.7 million
and $1.8 million, included in other assets at December 31, 2015 and 2014, respectively. Costs associated with the issuance of preferred and common stock are
reflected as a reduction of proceeds.

Income Taxes

        Deferred income taxes are recognized for the tax consequences in future years of differences between the tax basis of assets and liabilities and their
financial reporting amounts based on enacted tax laws and statutory rates applicable to the period in which the differences are expected to affect taxable
income. Valuation allowances are established when, in management's opinion, it is more likely than not that a portion or all of the deferred tax assets will not
be realized. The Company's policy is to classify accrued penalties and interest related to unrecognized tax benefits in the Company's income tax provision.
The Company routinely assesses potential uncertain tax positions and, if required, establishes
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Warren Resources, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2015 and 2014

NOTE A—ORGANIZATION AND ACCOUNTING POLICIES (Continued)

accruals for such amounts. Only tax positions that meet the more-likely-than-not recognition threshold are recorded.

Use of Estimates

        In preparing financial statements, accounting principles generally accepted in the United States of America require management to make estimates and
assumptions in determining the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. In addition, significant estimates are used in determining year end
proved oil and gas reserves. Actual results could differ from those estimates. The estimate of the Company's oil and natural gas reserves, which is used to
compute depreciation, depletion, amortization and impairment of oil and gas properties, is the most significant of the estimates and assumptions that affect
reported results.

Gas Imbalances

        The Company follows the sales method of accounting for gas imbalances. A liability is recorded when the Company's excess takes of natural gas
volumes exceed its estimated remaining recoverable reserves. No receivables are recorded for those wells where the Company has taken less than its
ownership share of gas production. The Company has no significant gas imbalances at December 31, 2015 or December 31, 2014.

Stock Based Compensation

        The Company uses the Black-Scholes option-pricing formula and the Monte Carlo Simulation method to estimate the fair value of stock based
compensation expense at the grant date related to stock options and certain restricted stock grants issued. This expense is then recognized using the straight-
line method over the vesting period. For the years ended December 31, 2015 and 2014, the Company recognized approximately $2.2 million and
$1.6 million in compensation expense, respectively, related to stock option plans and restricted stock. Both the Black-Scholes and the Monte Carlo
Simulation method require numerous assumptions, including volatility, service periods and cancellations in their calculations.

        The fair value of each stock option grant is estimated on the date of grant using the Black-Scholes options-pricing model with the following weighted
average assumptions used for grants in 2015 and 2014 : No expected dividends, weighted average volatility of 64% and 53%, risk free interest rates of 1.23%
and 1.09% and expected lives of 3.5 years for incentive options issued in 2015 and 2014. The volatility assumptions were calculated based on the
performance of our stock prices for the year. The weighted average per share fair values of the options issued in 2015 and 2014 were $0.40 and $2.03.

Accounting for Long-Lived Assets

        The Company reviews property and equipment for impairment whenever indicators of impairment are present to determine if the carrying amounts
exceed the estimated future net cash flows to be realized. Impairment losses are recognized based on the estimated fair value of the asset.
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Derivative financial instruments

        The Company has entered into several crude oil and natural gas hedges in order to minimize any effect of a downturn in oil and gas prices and protect
profitability. These derivative financial instruments are carried on the balance sheet at fair value. If a derivative is designated as a fair value hedge, the
changes in the fair value of the derivative and of the hedged item attributable to the hedged risk are recognized in earnings. If a derivative is designated as a
cash flow hedge, the effective portions of changes in the fair value of the derivative are recorded in other comprehensive income ("OCI") and are recognized
in the statement of operations when the hedged item affects earnings. Ineffective portions of changes in the fair value of cash flow hedges are recognized in
earnings. The Company has elected not to designate its derivatives as fair value or cash flow hedges (Note I). Gains and losses resulting from changes in the
fair value of the non-designated hedges are recognized in earnings.

Property and Equipment

        Property and equipment are stated at cost and are depreciated using the straight-line method over the estimated useful lives of the assets, ranging from
three to twenty-five years, except for land which is not depreciated. Property and equipment consisted of the following at December 31:

        During the year ended December 31, 2015, the Company recognized an impairment expense on their drilling rig of $16.7 million.

Earnings (Loss) Per Common Share

        Basic earnings (loss) per common share is computed by dividing the net earnings (loss) applicable to common stockholders by the weighted average
number of common shares outstanding for the period. Diluted earnings per share is based on the assumption that stock options and warrants are converted
into common shares using the treasury stock method and convertible debentures and
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  2015  2014  
  (in thousands)  
Drilling rig  $ 22,374 $ 22,159 
Equipment   1,503  1,506 
Automobiles and trucks   801  801 
Furniture and fixtures   522  373 
Land and buildings   242  943 
Office equipment   2,124  1,779 

  27,566  27,561 
Less accumulated depreciation and amortization   26,018  7,939 

 $ 1,548 $ 19,622 
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preferred stock are converted using the if-converted method. Conversion or exercise is not assumed if the results are antidilutive.

        Potential common shares relating to options, warrants, preferred stock, restricted stock and convertible debentures excluded from the computations of
diluted earnings (loss) per share because they are anti-dilutive are as follows:

        Preferred stock is convertible from the date of issuance until redemption at 100% of the redemption price amount into common stock of the Company at
a conversion rate between 1 to 1 and 1 to 0.5 (Note D).

        At December 31, 2015, the Convertible Debentures may be converted until maturity at 100% of principal amount into common stock of the Company at
a price of $50.00. At December 31, 2014, the Convertible Debentures may have been converted until maturity at 100% of principal amount into common
stock of the Company at prices ranging from $35.00 to $50.00 (Note C).

Asset Retirement Obligations

        The estimated fair value of the future costs associated with dismantlement, abandonment and restoration of oil and gas properties is recorded generally
upon acquisition or completion of a well. The net estimated costs are discounted to present values using a risk adjusted rate over the estimated economic life
of the oil and gas properties. Such costs are capitalized as part of the related asset. The asset is depleted on the units-of-production method. The associated
liability is classified in other long-term liabilities, net of current portion, in the accompanying Consolidated Balance Sheets. The liability is periodically
adjusted to reflect (1) new liabilities incurred, (2) liabilities settled during the period, (3) accretion expense, and (4) revisions to estimated future cash flow
requirements. The accretion expense is recorded as a component of depreciation, depletion and amortization. The Company has cash held in escrow with a
fair market value of $2.9 million that is legally restricted for potential plugging and abandonment liability in the Wilmington field which is recorded in other
assets
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  Year ended December 31,  
  2015  2014  
Weighted average shares outstanding—basic   82,128,892  76,541,400 
Incremental shares issuable from dilutive stock options   —  144,111 
Weighted average shares outstanding—diluted   82,128,892  76,685,511 

  Year ended December 31,  
  2015  2014  
Employee stock options   3,593,589  1,245,336 
Convertible debentures   32,720  32,720 
Preferred stock   5,352  5,352 
Restricted stock   1,277,468  689,370 
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in the Consolidated Balance Sheets. A reconciliation of the Company's asset retirement obligations is as follows:

Capitalized Interest

        The Company capitalizes interest on qualifying assets, which include investments in undeveloped oil and natural gas properties and exploration and
development projects for which depletion expense is not currently recognized, and for which exploration or development activities are in progress. The
capitalized interest is determined by multiplying the Company's interest rate on specific borrowing costs, adjusted to include amortization of bond discount
and issuance costs, by the qualifying costs incurred that are excluded from the full cost pool. However, the amount of capitalized interest cannot exceed the
amount of gross interest expense incurred in any given period. The capitalized interest amounts are recorded as additions to unevaluated oil and natural gas
properties on the consolidated balance sheets. As the costs excluded are transferred to the full cost pool, the associated capitalized interest is also transferred
to the full cost pool. Interest of $9.0 million and $5.0 million was capitalized for the years ended December 31, 2015 and 2014, respectively.

Recent Accounting Pronouncements

        In May 2014, the FASB issued authoritative guidance that supersedes previous revenue recognition requirements and requires entities to recognize
revenue in a way that depicts the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services. The FASB recently approved a delay which will make the updated guidance effective for fiscal years
beginning after December 15, 2017, including interim periods within that reporting period. Early adoption is permitted for annual periods beginning after
December 15, 2016. We are currently evaluating the effect the new standard will have on our financial statements and results of operations.

        In August 2014, the FASB issued ASU No. 2014-15, Disclosure of Uncertainties about an Entity's Ability to Continue as a Going Concern ("ASU 2014-
15"). ASU 2014-15 will explicitly require management to assess an entity's ability to continue as a going concern, and to provide related footnote disclosure
in certain circumstances. The new standard will be effective for all entities in the first annual period ending after December 15, 2016. Earlier adoption is
permitted. We are currently evaluating the impact of the adoption of ASU 2014-15.
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  December 31,  
  2015  2014  
  (in thousands)  
Balance at beginning of year  $ 29,771 $ 26,785 
Liabilities incurred in current year   9  1,768 
Obligations on properties acquired   —  320 
Liabilities settled in current year   (1,232)  (1,623)
Accretion expense   2,857  2,521 

Carrying amount  $ 31,405 $ 29,771 
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        In April 2015, the Financial Accounting Standards Board issued an Accounting Standards Update ("ASU") that is intended to simplify the presentation of
debt issuance costs by requiring that debt issuance costs related to a recognized debt liability be presented in the balance sheet as a direct deduction from the
carrying amount of that debt liability, consistent with debt discounts. This ASU will be applied retrospectively as of the date of adoption and is effective for
fiscal years beginning after December 15, 2015, and interim periods within those years (early adoption permitted). The Company is currently evaluating the
impact of the adoption of this ASU on its consolidated financial statements and related disclosures.

        In November 2015, the FASB issued authoritative guidance aimed at simplifying the accounting for deferred taxes. Current GAAP requires the deferred
taxes for each jurisdiction (or tax-paying component of a jurisdiction) to be presented as a net current asset or liability and net noncurrent asset or liability.
This requires a jurisdiction-by-jurisdiction analysis based on the classification of the assets and liabilities to which the underlying temporary differences
relate, or, in the case of loss or credit carryforwards, based on the period in which the attribute is expected to be realized. Any valuation allowance is then
required to be allocated on a pro rata basis, by jurisdiction, between current and noncurrent deferred tax assets. To simplify presentation, the new guidance
requires that all deferred tax assets and liabilities, along with any related valuation allowance, be classified as noncurrent on the balance sheet. As a result,
each jurisdiction will now only have one net noncurrent deferred tax asset or liability. Importantly, the guidance does not change the existing requirement
that only permits offsetting within a jurisdiction—that is, companies are still prohibited from offsetting deferred tax liabilities from one jurisdiction against
deferred tax assets of another jurisdiction. The guidance is effective for public business entities in fiscal years beginning after December 15, 2016, and
interim periods thereafter. We do not expect this guidance to have a significant impact on our consolidated financial statements, other than balance sheet
reclassifications.

        In January 2016, the FASB issued authoritative guidance that amends existing requirements on the classification and measurement of financial
instruments. The standard principally affects accounting for equity investments and financial liabilities where the fair value option has been elected. The
guidance is effective for fiscal periods after December 15, 2017, and interim periods thereafter. Early adoption of certain provisions is permitted. We are
currently evaluating the effect the new guidance will have on our financial statements and results of operations.

        In February 2016, the FASB issued authoritative guidance that supersedes previous lease accounting requirements and requires that lessees and lessors
shall apply to report useful information to users of financial statements about the amount, timing, and uncertainty of cash flows arising from a lease. The
guidance is effective for fiscal years beginning after December 15, 2018, and interim periods thereafter. Early adoption is permitted. We are currently
evaluating the effect the new guidance will have on our consolidated financial statements and results of operations.
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NOTE B—INVESTMENTS

        The amortized cost, unrealized gains and estimated fair values of the Company's available-for-sale securities held are summarized as follows:

        The unrealized gains for each year results from the disposition of such securities due to the release of the Company's obligation related to securing its
commitment under debentures. The basis of the securities sold is determined using the specific identification method.

        The amortized cost and estimated fair values of available-for-sale securities, by contractual maturity at December 31, 2015, are shown below.

NOTE C—DEBT

        Warren elected to not make the approximately $7.5 million interest payment due February 1, 2016 on its Senior Notes. The applicable 30-day grace
period for such interest payment has expired, and consequently an event of default under the indenture governing such notes has occurred and is continuing.
This status gives the Indenture trustee and the holders of not less than 25% in aggregate principal amount of the Senior Notes the right to declare the entire
principal amount of the Senior Notes plus accrued and unpaid interest due and payable. In addition, this status has resulted in events of default under
Warren's first lien credit facility and its second lien credit facility, entitling the administrative agents and lead lenders thereunder to declare all obligations
under those credit facilities to be immediately due and payable. Consequently, the following long-term liabilities are due and payable on demand and are
considered to be current. However, thus far, no such acceleration of Warren's debt obligations has occurred. Nevertheless, these debt instruments are now
reclassified from long-term liabilities to current liabilities.
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  December 31,  
  2015  2014  
  (in thousands)  
U.S. Treasury Bonds, stripped of interest, maturing 2020 and 2022, aggregate par

value of $1.6 million and $1.6 million, respectively:        
Amortized cost  $ 1,138 $ 1,069 
Gross unrealized gains   310  353 

Estimated fair value  $ 1,448 $ 1,422 

  
Amortized

cost  
Estimated
fair value  

  (in thousands)  
Due within one year  $ 114 $ 145 
Due after one year through five years   546  685 
Due after five years through ten years   478  618 

Total  $ 1,138 $ 1,448 
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        Current maturing long-term debt consisted of the following for the balance sheets dated:

First Lien Credit Facility and Senior Notes Exchange

        On May 22, 2015, Warren Resources entered into a first lien credit agreement by and among the Company, Wilmington Trust, National Association, as
Administrative Agent, and the lenders from time to time party thereto, that provides for a five-year, $250 million term loan facility (the "First Lien Credit
Facility") which matures on May 22, 2020. At the closing of the First Lien Credit Facility, certain of the first lien lenders extended credit in the form of new
term loans in the amount of $172.5 million and in the form of commitments for delayed draw term loans for up to an additional $30 million, subject to certain
incurrence tests. Approximately $47 million in additional term loans were issued under the First Lien Credit Facility at closing in exchange for
$69.59 million in face value of the 9.000% Senior Notes due 2022, as described further under "9.000% Senior Notes due 2022 "below.

        The conditions applicable to further draw downs under the First Lien Credit Facility were modified as part of the First Amendment to the First Lien
Credit Facility that was entered into on October 22, 2015. The First Lien Credit Facility is guaranteed by Warren Resources of California, Inc., Warren
E&P, Inc. and Warren Marcellus LLC, which are three of the Company's wholly-owned subsidiaries and is collateralized by substantially all of Warren's
assets, including the equity interests of the guarantors. Warren used the proceeds drawn at closing of the First Lien Credit Facility to repay the balance on its
former credit facility, and has been released from all legal obligations on such former facility. The Company accounted for this Exchange transaction in
accordance with ASC 470 and ASC 405 and as a result recognized a gain on the retirement of debt in the amount of $14.4 million during 2015.

        The First Lien Credit Facility is subject to prepayment in respect of asset sales, subject to limited reinvestment rights and certain excluded asset sales.
The First Lien Credit Facility also includes certain covenants, including a maintance covenant requiring the Company to maintain a minimum consolidated
first lien leverage ratio. The terms of the maintenance covenant were modified as part of the First Amendment to the First Lien Credit Facility that was entered
into on October 22, 2015.

        The First Lien Credit Facility is subject to other usual and customary conditions, representations, and warranties, including restrictions on certain
additional indebtedness, dividends to shareholders,
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December 31,

2015  
December 31,

2014  
  (in thousands)  
Line of Credit  $ — $ 134,749 
First Lien Credit Facility   234,665  — 
Second Lien Credit Facility   74,912  — 
Convertible Debentures   1,636  1,636 
Senior Notes   167,265  300,000 
Discount on Senior Notes   (1,898)  (3,947)

  476,580  432,438 
Less current portion   (476,580)  (382)
Long-term portion  $ — $ 432,056 
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liens, investments, mergers, acquisitions, asset dispositions, repurchase or redemption of our common stock, speculative commodity transactions, transactions
with affiliates and other matters. The First Lien Credit Facility is subject to customary events of default. If an event of default occurs and is continuing, the
Agent may, or at the request of certain required lenders shall, accelerate amounts due under the First Lien Credit Facility (except for a bankruptcy event of
default, in which case such amounts will automatically, by their terms, become due and payable).

        The annual interest rate on borrowings under the First Lien Credit Facility is 8.5% plus LIBOR for the applicable LIBOR period (with a minimum LIBOR
rate of 1%) and is payable quarterly in arrears on the next to last business day of each March, June, September and December. At December 31, 2015 the
interest rate is 9.5%.

        As of November 9, 2015, $15 million of additional borrowings have been drawn depleting the total available under the facility, resulting in a balance of
$234.7 million outstanding at December 31, 2015.

Second Lien Credit Facility and Senior Note Exchange

        On October 22, 2015, the Company entered into a second lien credit facility (the "Second Lien Credit Facility") by and among the Company, Cortland
Capital Market Services, LLC, as Administrative Agent, and the lenders from time to to time party thereto. The Second Lien Credit Facility provides for a
five-year, approximately $51.0 million term loan facility that matures on November 1, 2020. At closing, certain of the lenders exchanged approximately
$63.1 million in face value of previously-issued Senior Notes held by them, plus accrued interest, for (i) approximately $40.1 million of second lien term
loans under the Second Lien Facility, and (ii) four million (4,000,000) shares of Company Common Stock and, in addition, extended credit in the form of
new second lien term loans in the amount of approximately $11.0 million. The annual interest rate on borrowings under the Second Lien Facility is 12%,
with interest payable semi-annually in arrears on each April 20 and October 20. On the first three semi-annual interest payment dates, beginning with
April 20, 2016, the Company may elect to pay up to all of such interest (6% per semi-annual period) by capitalizing accrued and unpaid interest and adding
the same to the principal amount of the second lien loans then outstanding. For the subsequent three semi-annual interest payment dates, beginning with
October 20, 2017 and ending October 20, 2018, the Company may elect to pay up to one quarter of such interest (1.5% per semi-annual period) by
capitalizing accrued and unpaid interest and adding the same to the principal amount of the Second Lien Loans then outstanding. The amount of accrued
unpaid potential "PIK" interest outstanding on the Second Lien Credit facility at December 31, 2015 is $1.2 million.

        The transaction was accounted for as a troubled debt restructuring in accordance with ASC 470, whereby no gain on the retirement of debt was
recognized and a premium on the issuance equal to the amount of debt retired will be amortized over the life of the instrument. The value of the Second Lien
Credit Facility premium at December 31, 2015 was $22.7 million. The total outstanding balance at December 31, 2015 amounts to $74.9 million.

9.000% Senior Notes due 2022

        To finance the Marcellus Asset Acquisition on August 11, 2014, the Company issued 9.000% senior notes in a private offering at a price equal to
98.617% for a total of $300 million due to mature on August 1, 2022 (the "Unregistered Senior Notes"). Interest is payable on the Unregistered Senior Notes
semi-annually in arrears at a rate of 9.000% per annum on each February 1 and August 1.
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        In connection with the First Lien Credit Facility entered into on May 22, 2015, the Company exchanged $69.59 million in face value of the Unregistered
Senior Notes previously held by the lenders under the First Lien Credit Facility for approximately $45.23 million of First Lien Term Loans plus accrued
unpaid interest of $1.93 million rolled into the First Lien Term Loans as additional borrowing.

        On July 27, 2015, substantially all of the outstanding Unregistered Senior Notes were exchanged for an equal principal amount of registered 9.000%
Senior Notes due 2022 pursuant to a registration statement on Form S-4 that was declared effective by the Securities and Exchange Commission on June 19,
2015 under the Securities Act (the "Registered Senior Notes" and, together with the Unregistered Senior Notes, the "Senior Notes"). The Registered Senior
Notes are identical to the Unregistered Senior Notes except that the Registered Senior Notes are registered under the Securities Act and do not have
restrictions on transfer, registration rights or provisions for additional interest.

        We may redeem, at specified redemption prices, some or all of the Senior Notes at any time on or after August 1, 2017. We may also redeem up to 35% of
the Senior Notes using the proceeds of certain equity offerings completed before August 1, 2017. If we sell certain of our assets or experience certain kinds of
changes in control, we may be required to offer to purchase the Senior Notes from the holders. The Senior Notes are fully, unconditionally and jointly and
severally guaranteed on a senior unsecured basis by substantially all of our existing subsidiaries and are fully, unconditionally and jointly and severally
guaranteed on a senior unsecured basis by our future domestic subsidiaries, subject to certain exceptions.

        In connection with the Second Lien Credit Facility entered into on October 22, 2015, the Company exchanged $63.1 million in face value of Registered
Senior Notes previously held by the lenders the Second Lien Credit Facility for approximately $40.1 million of Second Lien Term Loans.

        We may redeem, at specified redemption prices, some or all of the Senior Notes at any time on or after August 1, 2017. We may also redeem up to 35% of
the Senior Notes using the proceeds of certain equity offerings completed before August 1, 2017. If we sell certain of our assets or experience certain kinds of
changes in control, we may be required to offer to purchase the Senior Notes from the holders. The Senior Notes are fully, unconditionally and jointly and
severally guaranteed on a senior unsecured basis by certain of our existing subsidiaries and will be fully, unconditionally and jointly and severally
guaranteed on a senior unsecured basis by our future domestic subsidiaries, subject to certain exceptions. Warren Resources, Inc. is a holding company with
no independent assets or operations. Any subsidiaries of the Company other than the subsidiary guarantors are minor. There are no significant restrictions on
the Company's ability, or the ability of any subsidiary guarantor, to obtain funds from its subsidiaries through dividends, loans, advances or otherwise. The
total outstanding balance at December 31, 2015 amounted to $167.3 million.

        The Company elected not to pay the semi-annual interest payment of $7.5 million due on February 1, 2016, although it had sufficient liquidity to make
the interest payment in full. According to the agreement this failure to pay was not an immediate event of default, however, the 30-day grace period elapsed
on March 2, 2016, creating an event of default. Under the indenture governing the Senior Notes, the trustee or holders of not less than 25% in aggregate
principal amount of the Senior Notes outstanding may declare the principal amount of the Senior Notes plus accrued and unpaid interest to be due and
payable. The failure to pay interest on the Senior Notes within the 30-day grace
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period has also resulted in events of default under Warren's first lien credit facility and second lien credit facility, which entitle the administrative agents and
lead lenders thereunder to declare all obligations thereunder to be immediately due and payable. No such right has been exercised as of the filing of these
financials.

Convertible Debentures

        The Convertible Debentures may be converted from the date of issuance until maturity at 100% of principal amount into common stock of the Company
at a price of $50.00 each. Conversion of the Debentures would increase the number of shares outstanding at December 31 as follows:

        Each year, holders of the Secured Convertible Debentures may tender to the Company up to 10% of the aggregate amount outstanding. As of
December 31, 2015, the entire principal was reclassified as current and can be tendered by the secured holders due to the event of default that occurred as
described above.

NOTE D—STOCKHOLDERS' EQUITY

        During 2014, as part of the acquisition of our Marcellus Assets, the Company issued approximately 6.7 million shares of our common stock valued at
$41.4 million.

        During 2014, the Company issued 649,002 shares of common stock to individuals who exercised options at exercise prices ranging from $0.51 to $3.09
per share.

        During 2015, the Company issued 4 million shares of common stock valued at $2.0 million as a deal fee in conjunction with the Second Lien Credit
Facility.

        The preferred stock has an 8% cumulative dividend, payable quarterly. Preferred dividends of approximately $113 thousand ($10.56 per share) and
$103 thousand ($9.60 per share) were accrued at December 31, 2015 and 2014, respectively. The holders of the preferred stock are not entitled to vote except
as defined by the agreement or as provided by applicable law. The preferred stock may be
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2015  Maturity date  

Outstanding
principal
amount  

Per share
conversion

price  

Common
shares if

converted  
  (in thousands, except share and per share amounts)  
Secured Convertible 12% Debentures  December 31, 2020  $ 835 $ 50.00  16,700 
Secured Convertible 12% Debentures  December 31, 2022   801  50.00  16,020 

   $ 1,636     32,720 
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voluntarily converted into common stock at the election of the holder based on the table below. The conversion rate is subject to adjustment as defined by
the agreement.

        Additionally, commencing December 31, 2012, holders of the preferred stock may elect to require the Company to redeem their preferred stock at a
redemption price equal to the liquidation value of $12 per share, plus accrued but unpaid dividends, if any ("Redemption Price"). Upon the receipt of a
redemption election, the Company, at its option, shall either: (1) pay the holder cash in the amount equal to the Redemption Price or (2) issue to holder shares
of common stock as defined by the agreement. The Company is accreting the carrying value of its preferred stock to its redemption price using the effective
interest method with accretion recorded to additional paid in capital. The accretion of preferred stock results in a reduction of earnings per share applicable to
common stockholders. There are 10,703 preferred shares outstanding that the Company may be required to redeem at the aggregate Redemption Price of
$0.1 million after December 31, 2015. As noted above, the Company could, at its option, settle the redemption requests in shares of common stock.

Securities Authorized for Issuance Under Compensation Plans

        The table below includes information about our equity compensation plans as of December 31, 2015:

        During 2015, the Board of Directors approved and the Company issued 2,730,400 stock options to officers and employees of the Company exercisable at
prices ranging from $0.36 to $1.23 per share and 1,669,655 shares of restricted stock. During 2014, the Board of Directors approved and the Company issued
1,372,920 stock options to officers and employees of the Company exercisable at prices ranging from $3.01 to $6.66 per share and 525,296 shares of
restricted stock. The options are exercisable at a price not less than the fair market value of the stock at the date of grant, have an exercisable period of five
years and generally vest over three years.

F-21

  
Preferred

to common
Period   

Prior to June 30, 2005  1 to 1
July 1, 2005 through June 30, 2006  1 to .75
July 1, 2006 through redemption  1 to .50

  

Number of
Shares

Authorized
for Issuance
under plan  

Number of
securities to be

issued upon
exercise of

outstanding
options and

restricted stock  

Weighted-average
exercise price of

outstanding
options and

restricted stock  

Number of
securities

remaining
available for

future issuance
under equity
compensation

plans  
2010 Stock Incentive Plan   9,950,000  4,871,057 $ 1.85  2,828,050 
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        A summary of the status of the Company's options issued to employees as of December 31, 2015 and 2014 and changes during the years ended on those
dates is presented below:

 

        The total intrinsic value of options exercised during the year ended December 31, 2015 and 2014 was $-0- and $1.8 million.

        The total intrinsic value of options outstanding at December 31, 2015 was $-0-.

        As of December 31, 2015, there was $2.2 million of total unrecognized compensation cost related to non-vested stock options granted under the Plans.
This cost is expected to be recognized over a weighted average period of 1.7 years.

        Cash received from option exercises under all stock-based payment arrangements for the years ended December 31, 2015 and 2014 was $-0- and
$1.5 million. We issue new shares of common stock to settle option exercises.
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Incentive
options  

Weighted
Average
Exercise

Price  
Options outstanding—December 31, 2013   1,490,574 $ 2.65 
Issued   1,372,920 $ 5.18 
Exercised   (649,002) $ 2.27 
Expired   —  — 
Forfeited   (227,333) $ 3.98 
Options outstanding—December 31, 2014   1,987,159 $ 4.37 
Issued   2,730,400 $ 0.88 
Exercised   —  — 
Expired   (89,100) $ 2.61 
Forfeited   (1,034,870) $ 2.64 
Options outstanding—December 31, 2015   3,593,589 $ 2.26 

  
Number of

Options  

Weighted
Average
Exercise

Price  

Weighted
Average

Remaining
Term

(in years)  
Outstanding at December 31, 2015   3,593,589 $ 2.26  3.83 
Exercisable at December 31, 2015   738,765 $ 4.10  2.62 
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        A summary of the status of the Company's restricted stock issued to employees as of December 31, 2015 and 2014 and changes during the years ended on
those dates is presented below:

        Restricted stock awards for executive officers and employees generally vest ratably over three years. Fair value of our restricted shares is based on our
closing stock price on the date of grant. As of December 31, 2015, total unrecognized stock-based compensation expense related to non-vested restricted
shares was $0.6 million which is expected to be recognized over a weighted average period of approximately 1.4 years.

NOTE E—INCOME TAXES

        The Company and its subsidiaries file a consolidated federal income tax return.

        The Company's effective income tax rate differed from the federal statutory rate as follows:
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  Shares  

Weighted
Average

Fair Value  
Outstanding at December 31, 2013   1,898,133 $ 1.97 
Granted   525,296  3.00 
Vested   (908,750)  2.39 
Forfeited   (825,309)  1.41 
Outstanding at December 31, 2014   689,370 $ 2.87 
Granted   1,669,655  0.56 
Vested   (697,630)  1.79 
Forfeited   (383,927)  2.06 
Outstanding at December 31, 2015   1,277,468 $ 0.69 

  2015  2014  
  (in thousands)  
Income Taxes at Federal Statutory Rate  $ (210,781) $ 8,167 
Change in Valuation Allowance   251,045  (10,647)
Nondeductible Expenses   3,240  869 
State Income Taxes Net of Federal Benefit   (37,197)  1,441 
Other   (6,290)  153 

  17  (17)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2015 and 2014

NOTE E—INCOME TAXES (Continued)

        A valuation allowance for deferred tax assets is required when it is more-likely-than-not that some portion or all of the deferred tax assets will not be
realized. The ultimate realization of this deferred tax asset depends on the Company's ability to generate sufficient taxable income in the future. Management
believes it is more-likely-than-not that the net deferred tax asset will not be realized by future operating results. The valuation allowance increased
(decreased) by approximately $251 million and ($11 million) for the years ended December 31, 2015 and 2014, respectively.

        At December 31, 2015, the Company had net operating loss carryforwards for federal income tax purposes of approximately $327 million, which will
expire in years 2019 through 2035.

        Tax years beginning in 2012 are subject to examination by taxing authorities, although net operating loss and credit carryforwards from all years are
subject to examination and adjustments for at least three years following the year in which the attributes are used.

        The Company routinely assesses potential uncertain tax positions and, if required, establishes accruals for such amounts. Only tax positions that meet the
more-likely-than-not recognition threshold are recorded.

NOTE F—COMMITMENTS AND CONTINGENCIES

General Commitments

        The Company has entered into various commitments and operating agreements related to development and production of certain oil and gas properties.
It is management's belief that such commitments, as stated below, will be met without significant adverse impact to the Company's financial position or
results of operations.
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  2015  2014  
  (in thousands)  
Deferred Tax Assets Relating To:        

Net Operating Loss Carryforward   130,816  94,321 
Oil and Gas Properties and Tangible Equipment   228,324  6,256 
Stock Option Expense   4,207  3,322 
Unrealized Loss on Derivatives   —  4,381 
Other   719  327 

  364,066  108,607 
Less Valuation Allowance   359,510  108,466 

Total Deferred Tax Asset   4,556  141 
Deferred Tax Liabilities Relating To:        

Unrealized Loss on Derivatives   (4,432)  — 
Net Unrealized Gain on Investments   (124)  (141)

Total Deferred Tax Liability   (4,556)  (141)
Net Deferred Tax Asset (Liability)   —  — 
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December 31, 2015 and 2014

NOTE F—COMMITMENTS AND CONTINGENCIES (Continued)

Leases

        The Company leases corporate office space in Denver, Colorado, which expires in August 2021. The Company leases oil and gas administrative offices
located in New York City, New York, Houston, Texas and Plano, Texas which expire in March 2016, August 2016 and January 2017, respectively. The
Company leases field office space in Rawlins, Wyoming, which expired in March 2015 and is currently in month to month status. The Company leases office
space in Long Beach, California which expires in September 2020. The Company leases office space in Tunkhannock, Pennsylvania which expires in August
2019. The Company also leases office space in Casper, Wyoming on a month to month basis.

        Future minimum annual rental payments, which are subject to escalation and include utility charges as of December 31, 2015, are as follows:

        Rent expense under these leases was approximately $1.08 million and $960 thousand for the years ended December 31, 2015 and 2014, respectively.

Lateral Demand and Commodity Fees

        Contract stipulated $92,000 per month for a period of 35 months (11 months remain on the contract), for gathering services provided in the Marcellus.
The contract also call for several additional fees, not included in the calculation of commitment fees. The additional fees include a Lateral Commodity Fee of
$0.055 per Mcf up to 150 Bcf of gas gathered, Gathering Commodity Rate of $0.04 per Mcf up to 15,000 Mcf per day per month for certain receipt points, a
Gathering Demand Rate of $0.10 per Mcf up to 15,000 Mcf per day per month for certain receipt points, and a Compression Fee of $0.205 per Mcf of gas
delivered to certain receipt points. For any amount in excess of the 15,000 Mcf delivered to certain receipt points for the Gathering Demand and Commodity
Rates the Company is obligated to pay 50% of the fees which are adjusted for inflation annually by the CPI index.

Transportation Fee

        Contract stipulated fixed monthly amount of $1,241,000 for transportation of gas through the interstate pipeline, up to 120,000 dekatherms per day for a
term ending in December 2021 (72 months remain on the contract). If the Company exceeds 120,000 dekatherms per day, the agreement states that a monthly
fee of $0.34 per dekatherm over the contractually stipulated amount should be paid.
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  (in thousands)  
Year ending December 31:     
2016  $ 901 
2017   648 
2018   623 
2019   635 
2020   531 
Thereafter   141 

 $ 3,479 
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December 31, 2015 and 2014

NOTE F—COMMITMENTS AND CONTINGENCIES (Continued)

Warren accounts for the aforementioned gathering and transportation fees on the Consolidated Statements of Operations within the lease operating expenses
and taxes line item, as incurred. No overage fees have been included in the calculation of transportation fees.

Legal Proceedings

        On November 3, 2014, Warren E&P was named as a defendant in a lawsuit in the Los Angeles County Superior Court, captioned Brandt Haas v. Warren
E&P,  Inc., Case No. BC562435, involving a claim disputing royalty payments made from the Company's operation at the Wilmington Townlot Unit. The
plaintiff seeks to certify a class of all Wilmington Townlot Unit royalty owners who have received royalty payments since November 2010. The Company
filed a Demurrer to plaintiff's complaint in June 2015, principally on the grounds that the complaint failed to identify the contract or contracts giving rise to
the plaintiff's claims. The court granted the Company's Demurrer on December 1, 2015. The plaintiff filed an amended complaint on December 21, 2015,
alleging that he and each of the putative class members have one or more contracts with the defendant for the payment of royalties. Plaintiff alleges that the
Company breached those contracts by excessively deducting from royalty payments improper fees, costs or expenses. The plaintiff also alleges causes of
action for unjust enrichment and a violation of the California Unfair Competition Act, both based solely upon the Company's alleged breach of contract. On
January 29, 2016, Warren filed an answer, along with a counterclaim seeking to recover from plaintiff any expenses incurred that properly should have been
charged against royalty payments but were not charged. Warren is preparing and expects to file in mid-April 2016 a motion for summary adjudication,
seeking a ruling that it was appropriate for defendant to recoup from royalty payments amounts owed by royalty owners. Discovery has been stayed pending
this filing, and the Company is unable to estimate a possible loss, or range of possible loss, if any, in this case.

        We are party to a variety of legal, administrative, regulatory and government proceedings, claims and inquiries arising in the normal course of business.
While the results of these proceedings, claims and inquiries cannot be predicted with certainty, management believes that the ultimate outcome of such
matters will not have a material effect on the Company's financial condition or results of operations.

NOTE G—EMPLOYEE BENEFIT PLANS

        The Company has a retirement plan covering substantially all qualified employees under section 401(k) of the Internal Revenue Code. The Company's
401(k) was a safe harbor matching plan where the Company contributed up to 100% of the participants' 401(k) contributions, up to a maximum of 3% of the
participants' compensation plus 50% of the next 2% of the active participants' compensation. The Company's safe harbor match vested immediately. The
Company may also make discretionary contributions. The Company discontinued any matching policy on May 15, 2015. The Company's expenses under the
plan were approximately $144 thousand and $314 thousand for the years ended December 31, 2015, and 2014, respectively.
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December 31, 2015 and 2014

NOTE H—FAIR VALUE OF FINANCIAL INSTRUMENTS

        The estimated fair values of financial instruments recognized in the Consolidated Balance Sheets or disclosed within these Notes to Consolidated
Financial Statements have been determined using available market information, information from unrelated third party financial institutions and appropriate
valuation methodologies, primarily discounted projected cash flows. However, considerable judgment is required when interpreting market information and
other data to develop estimates of fair value.

        Short-term Assets and Liabilities.    The fair values of cash and cash equivalents, accounts receivable, accounts payable and accrued expenses and other
current liabilities approximate their carrying values because of their short-term nature.

        U.S Treasury Bonds—Available-For-Sale Securities.    The fair values are based upon quoted market prices for those or similar investments and are
reported on the Consolidated Balance Sheets at fair value.

        Collateral Security Agreement Account (included in other non-current assets).    The balance sheet carrying amount approximates fair value, as it earns a
market rate.

        Fixed Rate Debentures.    Fair values of fixed rate convertible debentures were calculated using interest rates in effect as of year end for similar
instruments with the other terms unchanged.

        Other Long-Term Liabilities.    The carrying amount approximates fair value due the current rates offered to the Company for long-term liabilities of the
same remaining maturities.

        First Lien Credit Facility.    The carrying amount approximates fair value due to the current rate stipulated in the first lien credit facility agreement.

        Second Lien Credit Facility.    The carrying amount approximates fair value due to the current rate stipulated in the second lien credit facility agreement
inclusive of capitalized interest paid in kind.

        Derivatives.    The fair values are based upon observable inputs based on market data obtained from independent sources and are considered Level 2
inputs (quoted prices for similar assets, liabilities (adjusted) and market-corroborated inputs) and are reported on the Consolidated Balance Sheets at fair
value.

        9.000% Senior Notes.    The fair value is based upon quoted market prices for those or similar investments and are reported on the Consolidated Balance
Sheets at face value, net of discount.

F-27



Table of Contents

Warren Resources, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2015 and 2014

NOTE H—FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

        Contingent Earn-Out.    The fair value is based on the present value of the amount discounted at the cost of capital.

FAIR VALUE MEASUREMENTS:

        Fair value as defined by authoritative literature is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. Fair value measurements are classified and disclosed in one of the following categories:

        Level 1:    Quoted prices (unadjusted) in active markets for identical assets and liabilities that we have the ability to access at the measurement
date.

        Level 2:     Inputs other than quoted prices included within Level 1 that are either directly or indirectly observable for the asset or liability,
including quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in inactive markets,
inputs other than quoted prices that are observable for the asset or liability, and inputs that are derived from observable market data by correlation or
other means. Instruments categorized in Level 2 include non-exchange traded derivatives such as over-the-counter forwards and swaps.

        Level 3:     Unobservable inputs for the asset or liability, including situations where there is little, if any, market activity for the asset or liability.

        The valuation assumptions utilized to measure the fair value of the Company's commodity derivatives were observable inputs based on market data
obtained from independent sources and are considered Level 2 inputs (quoted prices for similar assets, liabilities (adjusted) and market-corroborated inputs).

F-28

  2015  2014  

  
Fair

value  
Carrying
amount  

Fair
value  

Carrying
amount  

  (in thousands)  
Financial assets:              

Collateral Security account  $ 2,812 $ 2,812 $ 3,165 $ 3,165 
US Treasury Bonds   1,448  1,636  1,422  1,636 
Derivatives   11,081  11,081  4,005  4,005 

Financial liabilities:              
Fixed rate debentures   3,057  1,636  3,035  1,636 
Line of credit   —  —  134,749  134,749 
First Lien Credit Facility   234,665  234,665  —  — 
Second Lien Credit Facility   74,912  74,912  —  — 
Senior Notes   25,090  165,368  195,000  296,053 
Contingent Earn-Out   7,070  7,070  6,530  6,530 
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December 31, 2015 and 2014

NOTE H—FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

        The following table presents for each hierarchy level our assets and liabilities, including both current and non-current portions, measured at fair value on
a recurring basis.

 

NOTE I—DERIVATIVE FINANCIAL INSTRUMENTS

        To minimize the effect of a downturn in oil and gas prices and protect our profitability and the economics of our development plans, we enter into crude
oil and natural gas hedge contracts. The terms of contracts depend on various factors, including management's view of future crude oil and natural gas prices.
This price hedging program is designed to moderate the effects of a crude oil and natural gas price downturn while allowing us to participate in some
commodity price increases. Management regularly monitors the crude oil and natural gas markets and our financial commitments to determine if, when, and
at what level some form of crude oil and/or natural gas hedging and/or basis adjustments or other price protection is appropriate. Currently, our more
commonly used derivatives are in the form of swaps. However, we may use a variety of derivative instruments in the future to hedge. The Company has not
designated these derivatives as hedges.

        The following table summarizes the open financial derivative positions as of December 31, 2015 related to oil and gas production. The Company will
receive prices as noted in the table below and will
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December 31, 2015  Level 1  Level 2  Level 3  Total  
  (in thousands)  
Assets              
Restricted investments in US Treasury Bonds—available for

sale, at fair value  $ 1,448 $ — $ — $ 1,448 
Commodity derivatives  $ — $ 11,081 $ — $ 11,081 

December 31, 2014  Level 1  Level 2  Level 3  Total  
  (in thousands)  
Assets              
Restricted investments in US Treasury Bonds—available for sale,

at fair value  $ 1,422 $ — $ — $ 1,422 
Commodity derivatives  $ — $ 4,005 $ — $ 4,005 
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December 31, 2015 and 2014

NOTE I—DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

pay a counterparty market price based on the NYMEX (for natural gas production) or WTI (for oil production) index price, settled monthly.

        The tables below summarize the amount of gains (losses) recognized in income from derivative instruments not designated as hedging instruments under
authoritative guidance.
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Product  Type  Contract Period  Volume  
Price per

Mcf or Bbl
NYMEX Oil  Swap  01/01/16 - 03/31/16  250 Bbl/d $62.92
NYMEX Oil  Collar  01/01/16 - 03/31/16  500 Bbl/d $50.00 - 64.00
NYMEX Oil  Collar  04/01/16 - 06/30/16  250 Bbl/d $55.00 - 69.97
NYMEX Oil  Collar  01/01/16 - 12/31/16  500 Bbl/d $50.00 - 71.50
NYMEX Gas  Swap  01/01/16 - 03/31/16  5,000 MMBtu/d $3.02
NYMEX Gas  Swap  01/01/16 - 10/31/16  15,000 MMBtu/d $2.93
NYMEX Gas  Swap  01/01/16 - 12/31/16  15,000 MMBtu/d $3.16
NYMEX Gas  Swap  01/01/16 - 03/31/16  15,000 MMBtu/d $3.18
NYMEX Gas  Swap  03/01/16 - 10/31/16  10,000 MMBtu/d $2.72

  
For the Years Ended

December 31,  
Derivatives not designated as Hedging Instrument under authoritative guidance  2015  2014  
  (in thousands)  
Realized cash settlements on hedges  $ 13,007 $ (34)
Unrealized gain on hedges   7,076  7,479 
Total  $ 20,083 $ 7,445 
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NOTE I—DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

        The table below reflects the line item in our Consolidated Balance Sheet where the fair value of our net derivatives, are included.

 

Derivatives Credit risk

        The Company does not require collateral or other security from counterparties to support derivative instruments. However, the agreements with those
counterparties typically contain netting provisions such that if a default occurs, the non-defaulting party can offset the amount payable to the defaulting
party under the derivative contract with the amount due from the defaulting party. As a result of the netting provisions the Company's maximum amount of
loss due to credit risk is limited to the net amounts due to and from the counterparties under the derivative contracts.

        The Company's derivative agreements contain provisions that require cross defaults and acceleration of those instruments to any material debt. If the
Company were to default on any of its material debt agreements, it would be a violation of these provisions, and the counterparties to the derivative
instruments could request immediate payment on derivative instruments that are in a net liability position at that time.
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  Derivative Assets  

December 31, 2015  

Balance
Sheet

Location  Fair Value  
  (in thousands)  
Commodity—Natural Gas  current  $ 7,816 
Commodity—Oil  current   3,265 
Total derivatives not designated as hedging instruments    $ 11,081 

  Derivative Assets  

December 31, 2014  

Balance
Sheet

Location  Fair Value  
  (in thousands)  
Commodity—Natural Gas  current  $ 3,611 
Commodity—Oil  current   394 
Total derivatives not designated as hedging instruments    $ 4,005 
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December 31, 2015 and 2014

NOTE J—OIL AND GAS INFORMATION

        Costs related to the oil and gas activities of the Company were incurred as follows for the years ended December 31:

        Asset retirement cost included in oil and gas property costs increased by approximately $8,700 in 2015 and $2.1 million in 2014.

        The Company had the following aggregate capitalized costs relating to the Company's oil and gas activities at December 31:

        The following table sets forth the Company's results of operations from oil and natural gas producing activities for the years ended December 31:

        In the presentation above, no deduction has been made for indirect costs such as corporate overhead or interest expense. No income taxes are reflected
above due to the Company's tax loss carryforwards.

F-32

  2015  2014  
  (in thousands)  
Property acquisition—unproved  $ — $ 184,410 
Property acquisition—proved   18,626  172,264 
Exploration costs   3  32 
Development costs   17,359  108,676 

 $ 35,988 $ 465,382 

  2015  2014  
  (in thousands)  
Unproved oil and gas properties  $ 14,658 $ 204,627 
Proved oil and gas properties   1,125,297  1,091,063 

  1,139,955  1,295,690 
Less accumulated depreciation, depletion, amortization and impairment

expense   977,270  542,194 
 $ 162,685 $ 753,496 

  2015  2014  
  (in thousands)  
Revenues  $ 83,734 $ 145,385 
Production costs   (49,557)  (48,357)
Accretion of asset retirement obligation   (2,857)  (2,521)
Impairment   (562,151)  — 
Depreciation, depletion, amortization   (59,729)  (50,686)
Income (loss) from oil and gas producing activities  $ (590,560) $ 43,821 
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NOTE J—OIL AND GAS INFORMATION (Continued)

        The following is a summary of Warren's oil and gas properties not subject to amortization as of December 31, 2015:

NOTE K—OIL AND GAS RESERVE DATA (UNAUDITED)

        The following estimates of proved reserve quantities and related standardized measure of discounted future net cash flows are estimates only, and do not
purport to reflect realizable values or fair market values of the Company's reserves. The Company emphasizes that reserve estimates are inherently imprecise
and that estimates of new discoveries are more imprecise than those of producing oil and gas properties. Accordingly, these estimates are expected to change
as future information becomes available. All of the Company's reserves are located in the United States.

        Proved reserves are estimated reserves of crude oil (including condensate and natural gas liquids) and natural gas that geological and engineering data
demonstrate with reasonable certainty to be recoverable in future years from known reservoirs under existing economic and operating conditions. Proved
developed reserves are those expected to be recovered through existing wells, equipment and operating methods.

        The standardized measure of discounted future net cash flows were computed by applying 12-month average prices for oil and gas (with consideration of
price changes only to the extent provided by contractual arrangements) to the estimated future production of proved oil and gas reserves, less estimated
future expenditures (based on year-end costs) to be incurred in developing and producing the proved reserves, less estimated future income tax expenses
(based on year-end statutory tax rates, with consideration of future tax rates already legislated) to be incurred on pretax net cash flows less tax basis of the
properties and available credits, and assuming continuation of existing economic conditions. The estimated future net cash flows are then discounted using a
rate of 10%.
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  Costs incurred in  

  
Fiscal year

2015  
Fiscal year

2014  
Fiscal year

2013  
Prior to

2013  Total  
  (in thousands)  
Acquisition costs  $ — $ — $ — $ — $ — 
Exploration costs   —  —  —  —  — 
Development costs(1)   365  1,127  126  13,040  14,658 
Total oil and gas properties not subject to amortization  $ 365 $ 1,127 $ 126 $ 13,040 $ 14,658 

(1) The Company's development costs primarily reflect investment in well cellars and facilities in its Wilmington oil field to facilitate the
development of future oil wells. These costs will be allocated to future wells drilled, the majority of these wells are expected to be
drilling during the next five to eight years.
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December 31, 2015 and 2014

NOTE K—OIL AND GAS RESERVE DATA (UNAUDITED) (Continued)

        The following summaries of changes in reserves and standardized measure of discounted future net cash flows were prepared from estimates of proved
reserves provided by Netherland, Sewell & Associates, Inc. for 2015 and 2014:

        At December 31, 2015, our proved reserves were 40.2 MMBoe, all of which are scheduled to be drilled within five years of initial disclosure.
Undeveloped reserves transferred to developed reserves were 0.8 MMBoe for the year ended December 31, 2015 and capital costs incurred to convert these
proved undeveloped reserves were $12.9 million. Revisions decreased 2015 proved natural gas reserves and oil reserves by a net amount of 140 Bcf and 2.9
MMbbls, of which for natural gas 124 Bcf was due to pricing, 16 Bcf due to performance, and for oil 2.2 MMBbl was due to pricing and 0.7 MMBbl was due
to performance. In 2015, total oil extensions and discoveries of 0.07 MMbbls resulted from the Company's drilling and completion activities in the
Wilmington Townlot and North Wilmington Units in California. In 2015, total gas extensions and discoveries of 4.7 Bcf were from drilling activities in the
Marcellus.

        At December 31, 2014, our proved reserves were 71.3 MMBoe, all of which are scheduled to be drilled within five years of initial disclosure.
Undeveloped reserves transferred to developed reserves were 3.9 MMBoe for the year ended December 31, 2014 and capital costs incurred to convert these
proved undeveloped reserves to proved developed reserves were $92.9 million. Positive revisions
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Oil

(MBbls)  
Gas

(MMcf)  
Equivalent

Units (MBoe)  
Proved reserves:           
Balance at December 31, 2013   16,074  106,028  33,745 

Purchases of oil and gas reserves in place   —  204,839  34,140 
Discoveries and extensions   481  23,533  4,403 
Revisions of previous estimates   1,357  9,013  2,859 
Production   (1,118)  (16,085)  (3,799)

Balance at December 31, 2014   16,794  327,328  71,348 
Purchases of oil and gas reserves in place   —  —  — 
Discoveries and extensions   69  4,654  845 
Revisions of previous estimates   (2,944)  (140,218)  (26,314)
Production   (980)  (28,033)  (5,652)

Balance at December 31, 2015   12,939  163,731  40,227 
Proved reserves at December 31, 2014:           

Proved developed reserves   8,561  203,272  42,439 
Proved undeveloped reserves   8,233  124,056  28,909 

  16,794  327,328  71,348 
Proved reserves at December 31, 2015:           

Proved developed reserves   6,824  153,093  32,339 
Proved undeveloped reserves   6,115  10,638  7,888 

  12,939  163,731  40,227 
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NOTE K—OIL AND GAS RESERVE DATA (UNAUDITED) (Continued)

increased 2014 proved natural gas reserves and oil reserves by a net amount of 9 Bcf and 1.4 MMbbls, of which for natural gas 5.7 Bcf was due to pricing, 3.3
Bcf due to performance, and for oil a negative 0.2 MMBbl was due to pricing and 1.6 MMBbl was due to performance. In 2014, total oil extensions and
discoveries of 0.5 MMbbls resulted from the Company's drilling and completion activities in the Wilmington Townlot and North Wilmington Units in
California. In 2014, total gas extensions and discoveries of 24 Bcf consisted of 18 Bcf which resulted from drilling activities in the Marcellus and 6 Bcf
which related to drilling activities in Wyoming. During 2014, we acquired acreage in the Marcellus Shale in Pennsylvania which contributed 204.8 Bcf to
our reserves and is reflected in Purchases of reserves in place. Proved undeveloped gas reserves increased from 28 Bcf at December 31, 2013 to 124 Bcf at
December 31, 2014, this increase reflects the addition of 93 Bcf of proved undeveloped reserves associated with the acquisition of Marcellus acreage during
the year.

  
Standardized Measure of Discounted Future Net Cash Flows

Relating to Proved Oil and Gas Reserves 

F-35

  2015  2014  
Future cash inflows  $ 862,751 $ 2,510,062 
Future production costs and taxes   (503,702)  (967,776)
Future development costs(1)   (180,790)  (390,057)
Future income tax expenses   —  (140,458)
Net future cash flows   178,259  1,011,771 
Discounted at 10% for estimated timing of cash flows   (82,236)  (456,704)
Standardized measure of discounted future net cash flows  $ 96,023 $ 555,067 

(1) Includes future estimated asset retirement obligations of $55.8 million in 2015 and $69.7 million in 2014.
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NOTE K—OIL AND GAS RESERVE DATA (UNAUDITED) (Continued)

  
Changes in Standardized Measure of Discounted Future Net Cash Flows

Related to Proved Oil and Gas Reserves 

        Estimated future net cash flows represent an estimate of future net revenues from the production of proved reserves using average prices for 2015 and
2014 along with estimates of the operating costs, production taxes and future development and abandonment costs (less salvage value) necessary to produce
such reserves. The prices used at December 31, 2015 and were $42.81 and $86.71 per Bbl and $1.74, $3.22 per Mcf, respectively. No deduction has been
made for depreciation, depletion or any indirect costs such as general corporate overhead or interest expense.

        Operating costs and production taxes are estimated based on current costs with respect to producing oil and natural gas properties. Future development
costs including abandonment costs are based on the best estimate of such costs assuming current economic and operating conditions. The future cash flows
estimated to be spent to develop the Company's portion of proved undeveloped and proved developed non-producing properties through December 31, 2020
is $124.9 million.

        Income tax expense is computed based on applying the appropriate statutory tax rate to the excess of future cash inflows less future production and
development costs over the current tax basis of the properties involved, less applicable carryforwards, for both regular and alternative minimum tax.

        The future net revenue information assumes no escalation of costs or prices, except for oil and natural gas sales made under terms of contracts which
include fixed and determinable escalation. Future costs and prices could significantly vary from current amounts and, accordingly, revisions in the future
could be significant.
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  2015  2014  
Sales, net of production costs and taxes  $ (34,176) $ (97,028)
Discoveries and extensions   2,540  40,720 
Purchases of reserves in place   —  206,334 
Changes in prices and production costs   (342,650)  (84,548)
Revisions of quantity estimates   (202,716)  47,425 
Development costs incurred   12,869  92,983 
Net changes in development costs   131,919  (134,255)
Interest factor—accretion of discount   55,506  50,371 
Net change in income taxes   (54,059)  (25,354)
Changes in production rates (timing) and other   (28,277)  (16,582)

Net (decrease) increase   (459,044)  80,066 
Balance at beginning of year   555,067  475,001 
Balance at end of year  $ 96,023 $ 555,067 
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December 31, 2015 and 2014

NOTE L—QUARTERLY INFORMATION (UNAUDITED)

        Summarized quarterly financial data for the years ended December 31, 2015 and 2014 are as follows:

 

        Quarterly and year-to-date computations of per share amounts are made independently. Therefore, the sum of quarterly per share amounts may not agree
with per share amounts for the year. Gross profit represents total revenues less applicable direct operating expenses.

NOTE M—INTEREST AND OTHER INCOME

        During 2015, the Company sold various surface lots and other assets located in California which did not contain oil or natural gas deposits. Any gains or
losses on sales have been netted against each other and accounted for within the Interest and Other Income line item on the Consolidated Statements of
Operations. At December 31, 2015 the total amount of these sales amounted to approximately $5.6 million.
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  2015  
  Quarter  
  First  Second  Third  Fourth  Year  
  (in thousands, except per share amounts)  
Revenues  $ 25,777 $ 26,217 $ 20,805 $ 15,574 $ 88,373 
Gross profit   12,692  12,938  8,514  2,966  37,110 
Net income   (102,272)  (85,276)  (186,061)  (246,354)  (619,963)
Net income applicable to common stockholders   (102,274)  (85,279)  (186,063)  (246,357)  (619,973)
Earnings per share                 

Basic  $ (1.26) $ (1.05) $ (2.29) $ (2.89) $ (7.55)
Diluted  $ (1.26) $ (1.05) $ (2.29) $ (2.89) $ (7.55)

  2014  
  Quarter  
  First  Second  Third  Fourth  Year  
  (in thousands, except per share amounts)  
Revenues  $ 34,202 $ 34,994 $ 40,513 $ 41,014 $ 150,723 
Gross profit   24,136  25,235  26,618  23,974  99,963 
Net income   8,210  10,754  3,726  1,340  24,030 
Net income applicable to common stockholders   8,207  10,752  3,723  1,338  24,020 
Earnings per share                 

Basic  $ 0.11 $ 0.15 $ 0.05 $ 0.02 $ 0.31 
Diluted  $ 0.11 $ 0.15 $ 0.05 $ 0.02 $ 0.31 
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December 31, 2015 and 2014

NOTE N—ACQUISITIONS

Marcellus Assets

        On August 11, 2014, we acquired essentially all of the Marcellus Assets (the "Marcellus Assets") of Citrus Energy Corporation ("Citrus") and two other
working interest owners in exchange for approximately 6.7 million shares of our common stock valued at $41.4 million and cash consideration of
$312.5 million, subject to certain post-closing adjustments and certain closing conditions (the "Citrus Acquisition"). The Citrus Acquisition provides us a
new area of operations in the Marcellus Shale in Pennsylvania. The Citrus Acquisition was accounted for as a business combination in accordance with
Accountant Standards Codification (ASC) No. 805, Business Combinations (ASC 805) which, among other things, requires assets acquired and liabilities
assumed to be measured at their acquisition date fair values. The purchase price of the Marcellus Assets was as follows (in thousands):

        The Company completed its assessment of the fair values of the assets acquired and liabilities assumed by December 31, 2014. The following table
presents the purchase price allocation of the Marcellus Assets as of December 31, 2014, based on the fair values of assets acquired and liabilities assumed (in
thousands):

        In connection with the Citrus Acquisition, a contingent consideration payment was included as part of the purchase price with a maximum payout of
$8.5 million, based upon proved reserves and price differential factors. The fair value of this consideration is based on a 90% probability of achieving the full
payout discounted to present value.

Pro Forma Impact of Acquisition (Unaudited)

        The following unaudited pro forma combined results of operations are provided for the year ended December 31, 2014 as though the Citrus Acquisition
of the Marcellus Assets had occurred on January 1, 2014. The pro forma combined results of operations for the year ended December 31, 2014 have been
prepared by adjusting the historical results of the Company to include the historical results of the Marcellus Assets to give effect to the pro forma events that
were directly attributable to the Citrus Acquisition that were factually supportable. These supplemental pro forma results of operations
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  2014  
Cash Consideration  $ 312,500 
Fair Value of Warren Equity Common Shares   41,400 
Closing Adjustments   (7,828)
Fair Value of Earn-Out Provision   6,340 
Fair Value of Farm-Out Provision   3,410 

Total purchase price  $ 355,822 

  2014  
Proved Oil and Gas Properties  $ 171,383 
Unproved Oil and Gas Properties   184,752 
Asset Retirement Obligations   (313)

Total purchase price  $ 355,822 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2015 and 2014

NOTE N—ACQUISITIONS (Continued)

are provided for illustrative purposes only and do not purport to be indicative of the actual results that would have been achieved by the combined company
for the period presented or that may be achieved by the combined company in the future. The pro forma results of operations do not include any cost savings
or other synergies that resulted, or may result, from the Citrus Acquisition. Future results may vary significantly from the results reflected in this unaudited
pro forma financial information because of future events and transactions, as well as other factors.

NOTE O—SUBSEQUENT EVENTS

Management

        On January 1, 2016 and January 5, 2016, respectively, the Company entered into Consulting Services Agreements (the "Consulting Agreements") with
each of Jeffrey Keeler, former Vice President of Corporate Development, and Somalya Law PLLC, of which the Company's former Senior Vice President,
General Counsel and Corporate Secretary, Saema Somalya, is the sole proprietor (the "Consultants"), for a transitional period following their respective
departures. Under the terms of the Consulting Agreements, Mr. Keeler will be engaged as a consultant in order to effect an orderly transition of corporate
development and human resources matters, and Somalya Law PLLC will be engaged as a consultant in order to effect an orderly transition of legal matters.
The Consulting Agreements for Mr. Keeler and Somalya Law PLLC will commence on January 1, 2016 and January 5, 2016, respectively, and will remain in
effect for an initial term through March 31, 2016, unless earlier terminated by the Consultant upon 2 weeks written notice. After completion of the initial
term, each of the Consulting Agreements will continue on a month to month basis under the same terms unless earlier terminated by the Company or the
Consultant.

        Prior to entering into the Consulting Agreements, as previously disclosed, each of Mr. Keeler and Ms. Somalya was separated from employment with the
Company effective December 31, 2015 and Stewart Skelly, the former Vice President and Chief Financial Officer was separated effective November 6, 2015.
Each of these former officers was required under the terms of his or her respective Retention Agreement dated October 15, 2015 (each, a "Retention
Agreement") to deliver an irrevocable release in order to receive certain payments and benefits thereunder upon their departure from the Company. In
connection with this requirement, each of Mr. Keeler, Ms. Somalya and Mr. Skelly has entered into a Separation Agreement with the Company (each a
"Separation Agreement"), pursuant to which each of these former officers provides a release of claims and also a commitment to customary continuing
obligations, including without limitation, covenants regarding non-competition, non-solicitation, and non-disclosure. Accordingly, provided that the
relevant former
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For the Year
Ended

December 31,
2014  

  (in thousands)  
Revenues  $ 212,518 
Income (loss) from Operations  $ 57,800 
Net income  $ 52,395 
Diluted net income per share  $ 0.65 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2015 and 2014

NOTE O—SUBSEQUENT EVENTS (Continued)

officer does not revoke his release prior to January 5, 2016 in the case of Mr. Keeler or January 6, 2016 in the case of Mr. Skelly, as previously disclosed,
Mr. Keeler will receive a lump sum cash payment of $306,250 and Mr. Skelly will receive a lump sum cash payment of $275,000. In addition, each of
Mr. Keeler and Mr. Skelly will receive reimbursement for a certain period of medical care coverage pursuant to COBRA, which, if elected, will expire on the
earlier of the date that the former officer obtains coverage from a subsequent employer, the date that he is otherwise ineligible for continued medical coverage
under COBRA and September 1, 2016 for Mr. Keeler and August 6, 2016 for Mr. Skelly. Ms. Somalya's release was irrevocable upon delivery on
December 31, 2015, and accordingly, she will receive a lump sum cash payment of $250,000 and reimbursement for a certain period of medical care coverage
pursuant to COBRA, which, if elected, will expire on the earlier of the date that Ms. Somalya obtains coverage from a subsequent employer, the date that she
is otherwise ineligible for continued medical coverage under COBRA and September 1, 2016.

        On February 8, 2016, the Company entered into the First Amendment (the "First Amendment") to the Separation Agreement and General Release dated
December 28, 2015 (the "Separation Agreement") with Mr. Stewart Skelly, the Company's former Vice President and Chief Financial Officer. Under the terms
of the First Amendment, Mr. Skelly has agreed to waive reimbursement of all further COBRA premiums to which he is entitled under the Separation
Agreement in consideration for a lump sum payment of $5,000 from the Company. All other provisions of the Separation Agreement remain in full force and
effect.

        On February 15, 2016, Chief Accounting Officer Brian Gelman notified the Company of his decision to resign from all positions with the Company
effective immediately. He will be pursuing other opportunities in connection with the closure of the New York City offices in which he is located.

        On February 16, 2016, Mr. Gelman entered into a Separation and Release Agreement with the Company (the "Separation Agreement") in connection with
his departure from the Company. Pursuant to the Separation Agreement, Mr. Gelman provides a release of claims and also a commitment to customary
continuing obligations, including without limitation, covenants regarding non-competition, non-solicitation, and non-disclosure. Accordingly, provided
that Mr. Gelman does not revoke his release prior to February 23, 2016, he will be entitled to receive the severance benefits provided to him under the terms
of the Retention Agreement that he signed with the Company on November 3, 2016 (the "Retention Agreement"), which shall include a lump sum cash
payment of $121,000, plus reimbursement for a certain period of medical care coverage pursuant to COBRA, which, if elected, will expire on the earlier of the
date that Mr. Gelman obtains coverage from a subsequent employer, the date that he is otherwise ineligible for continued medical coverage under COBRA
and August 31, 2016. In addition, also on February 16, 2016, Mr. Gelman and the Company entered into a Consulting Services Agreement for a transitional
period from February 16, 2016 through March 31, 2016, unless earlier terminated by Mr. Gelman upon 2 weeks written notice.

        On February 15, 2016, the Board of Directors of the Company appointed John R. Powers, age 62, to serve as Vice President, Chief Accounting Officer
and Controller. Mr. Powers has served as the Company's VP—Accounting since December 2015.
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Notice of Delisting or Failure to Satisfy a Continued Listing Rule or Standard

        On June 24, 2015, Warren Resources, Inc. (the "Company") received a deficiency letter from the Listing Qualifications Department of The NASDAQ
Stock Market (the "Staff") notifying the Company that, for the 30 consecutive business days preceding June 24, 2015, the bid price for the Company's
common stock had closed below the minimum $1.00 per share requirement for continued inclusion on The NASDAQ Global Market ("NASDAQ") pursuant to
NASDAQ Listing Rule 5450(a)(1) (the "Rule"). In accordance with the Nasdaq Listing Rules, the Company was provided 180 calendar days, or until
December 21, 2015, to regain compliance with the Rule, during which time it would be required to maintain a closing bid price of at least $1.00 for a
minimum of 10 consecutive business days.

        The Company was unable to regain compliance with the Rule by December 21, 2015. Accordingly, on December 22, 2015, the Company received a
letter from the Staff notifying it that the Company's common stock would be subject to delisting from The NASDAQ Global Market unless the Company
timely requested a hearing before a NASDAQ Listing Qualifications Panel (the "Panel").

        On February 18, 2016, the Company received a deficiency letter from the Staff notifying the Company that for the last 30 consecutive business days the
market value of the Company's publicly held shares has been below the minimum $15 million market value of publicly held shares requirement for continued
listing on NASDAQ as set forth in NASDAQ Listing Rule 5450(b)(3)(C) ("Rule 2"). In accordance with the NASDAQ Listing Rules, the Company has been
provided a grace period of 180 calendar days, through August 16, 2016, to evidence compliance with Rule 2. In order to satisfy Rule 2, the Company must
evidence a market value of publicly held shares of at least $15 million for a minimum of 10 consecutive business days. The notice has no effect on the listing
or trading of the Company's common stock on NASDAQ during the 180 day grace period.

        On March 7, 2016, the Company received a decision letter from the the Panel indicating that Warren's common stock is permitted to continue to trade on
the Nasdaq Global Market through June 20, 2016. The continued listing of the Company's common stock is contingent on the Company (i) providing the
Panel with an update regarding its restructuring efforts on or before April 20, 2016 and (ii) completing a reverse stock split that results in a minimum closing
bid price of $1.00 for a minimum of ten consecutive trading days prior to June 20, 2016. The Panel noted that it may, at its discretion, require that the
minimum closing bid price of $1.00 be met for greater than ten trading days. The Panel's decision is subject to review of the Nasdaq Listing and Hearing
Review Council, which may affirm, modify, reverse, dismiss or remand the decision of the Panel.

        The Panel informed the Company that, if the Company is unable to maintain compliance with the minimum bid requirement prior to June 20, 2016, the
Panel will issue a final delist determination and immediately suspend all trading in the Company's common stock.
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Exhibit 10.41
 

SWAP INTERCREDITOR AGREEMENT
 

THIS SWAP INTERCREDITOR AGREEMENT (this “Agreement”) is entered into as of May 22, 2015 by and among Warren Resources, Inc., a
Maryland corporation (“Borrower”) the other subsidiaries of Borrower party as Guarantors under the Credit Agreement (collectively referred to as
“Guarantors,” and together with Borrower, collectively referred to as “Credit Parties”), Cargill, Incorporated, acting through its Cargill Risk Management
Business Unit (the “Initial Secured Swap Counterparty”), any other Person that hereafter becomes a party to this Agreement as a “Secured Swap
Counterparty” pursuant to the Joinder Supplement, Wilmington Trust, National Association, as administrative agent for the Lenders under the Credit
Agreement (in such capacity, “Administrative Agent”) and each other Person that from time to time becomes a party hereto in accordance with the terms of
this Agreement.
 

RECITALS:
 

WHEREAS, pursuant to that certain Credit Agreement, dated as of May 22, 2015 (as amended, restated, amended and restated, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among the Borrower, the various banks and other financial institutions and entities from time
to time parties thereto (collectively referred to as “Lenders”) and Administrative Agent, Lenders have made Loans (as such term is defined in the Credit
Agreement) to the Credit Parties;
 

WHEREAS, pursuant to (a) the Security Agreement, dated as of the date hereof (as the same may be amended, restated, amended and restated,
supplemented or otherwise modified, refinanced or replaced from time to time, the “Security Agreement”), (b) the other Collateral Documents (as defined in
the Credit Agreement), Borrower and each Guarantor party thereto has granted a security interest on a First Lien basis in the Collateral to secure the
Obligations;
 

WHEREAS, certain Credit Parties and Initial Secured Swap Counterparty have entered into that certain ISDA Master Agreement, dated as of May 22,
2015, including the schedules, exhibits and annexes related thereto, and have entered into or may enter into one or more transaction confirmations
thereunder (collectively referred to as the “Initial ISDA”);
 

WHEREAS, Borrower and Guarantors may from time to time after the date hereof enter into additional Approved ISDAs to the extent permitted
under the Credit Agreement and the other applicable Principal Agreements, in each case which may be secured on a First Lien basis by all or a portion of the
Collateral pursuant to the terms of the Security Instruments;
 

WHEREAS, Borrower and Guarantors may from time to time after the date hereof enter into additional agreements evidencing indebtedness or other
obligations to the extent permitted under the Credit Agreement and the other applicable Principal Agreements, in each case which may be secured on a First
Lien basis by all or a portion of the Collateral pursuant to the terms of the Security Instruments;
 

WHEREAS, the Credit Agreement and the Initial ISDA provide, among other things, that the parties thereto shall enter into this Agreement to,
among other things, define the rights, duties, authorities and responsibilities of Administrative Agent and the respective rights and remedies among the
Secured Parties with respect to the Collateral; and
 



 
WHEREAS, in order to induce the Secured Parties to enter into the transactions contemplated by the Principal Agreements, each of the parties hereto

has agreed to the agency, intercreditor and other provisions set forth in this Agreement, and Administrative Agent (on behalf of Lenders), Secured Swap
Counterparties and Credit Parties desire to enter into this Agreement to establish certain terms relating to the relative rights of the Lenders Parties and Secured
Swap Counterparties with respect to the First Lien security for payment of the Credit Obligations owed by Credit Parties to Lenders and the Swap Obligations
owed by Credit Parties to Secured Swap Counterparties.
 

AGREEMENTS:
 

In consideration of the premises, the mutual covenants and promises of this Agreement and other consideration, the receipt and adequacy of which
are hereby acknowledged, Credit Parties, Secured Swap Counterparties and Administrative Agent on behalf of the Lenders agree as follows.
 

Section 1.              Definitions.  The following terms shall have the meanings set forth below, and terms capitalized but not defined herein shall have
the meaning set forth in the Credit Agreement, as in effect on the date hereof:
 

Accelerated Creditor means any Creditor that has delivered notice of a Triggering Event to Administrative Agent, and (i) declared an Early
Termination Date under an Approved ISDA, or (ii) holds Loans that have matured (whether by acceleration or otherwise).
 

Administrative Agent is defined in the preamble.
 

Affiliate has the meaning assigned to such term in the Credit Agreement.
 

Agreement is defined in the preamble.
 

Approved ISDA means (a) the Initial ISDA, (b) any ISDA Master Agreement (including the confirmations, schedules, annexes and exhibits related
thereto) executed and delivered in reliance upon the terms of Section 2(c), and (c) any other ISDA Master Agreement (including the confirmations, schedules,
annexes and exhibits related thereto) between any Credit Party and any Secured Swap Counterparty that is approved by Administrative Agent and the Lead
Lenders.
 

Bankruptcy Code Title 11 of the United States Code, entitled “Bankruptcy”, as now and hereafter in effect, or any successor statute.
 

Borrower is defined in the preamble.
 

Business Day has the meaning assigned to such term in the Credit Agreement.
 

Collateral means the “Collateral” as defined in the Credit Agreement.
 

Contractual Obligations as to any Person means any provision of any security issued by such Person or of any agreement, instrument or other
undertaking to which such Person is a party or by which it or any of its property is bound.
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Credit Agreement is defined in the recitals to this Agreement.

 
Credit Obligations means the “Obligations” as defined in the Credit Agreement.

 
Creditors means, collectively, Lender Parties and Secured Swap Counterparties.

 
Cross-Default is defined in clause (c) of the definition of “Triggered Event.”

 
Debtor Relief Law has the meaning assigned to such term in the Credit Agreement.

 
Early Termination Event means, with respect to any Approved ISDA, the designation or occurrence of an “Early Termination Date” (as defined in

such Approved ISDA) or the occurrence of any event of default (howsoever defined) under any Approved ISDA that results in the termination of one or more
transactions under such Approved ISDA.
 

Eligible Secured Swap Counterparty has the meaning assigned to such term in the Credit Agreement.
 

Event of Default means (x) an “Event of Default” under and as defined in the Credit Agreement or (y) any Early Termination Event under any
Approved ISDA with respect to which Borrower or any other Credit Party is the “Defaulting Party” or “Affected Party,” as the case may be.
 

Financing Documents means each document defined as a “Financing Document” in the Credit Agreement.
 

First Lien means a first priority Lien granted pursuant to the Security Instruments to Administrative Agent (for the benefit of all Secured Parties) on
the Collateral to secure the Obligations.
 

Guarantors is defined in the preamble.
 

Indemnitee is defined in Section 8(d).
 

Initial ISDA is defined in the recitals to this Agreement.
 

Initial Secured Swap Counterparty is defined in the preamble.
 

Insolvency or Liquidation Proceeding means
 

(a)           any voluntary or involuntary case or proceeding under any Debtor Relief Law with respect to any Credit Party;
 

(b)           any other voluntary or involuntary insolvency, reorganization or bankruptcy case or proceeding, or any receivership, liquidation,
reorganization or other similar case or proceeding with respect to any Credit Party or with respect to a material portion of their respective assets;
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(c)           any liquidation, dissolution, reorganization or winding up of any Credit Party whether voluntary or involuntary and whether or not

involving insolvency or bankruptcy; or
 

(d)           any assignment for the benefit of creditors or any other marshalling of assets and liabilities of any Credit Party.
 

Interest Expense means for any period, all interest, commitment fees and letter of credit fees in respect of outstanding Obligations accrued,
capitalized or payable during such period (whether or not actually paid during such period).
 

Joinder Supplement means a supplement to this Agreement in the form of Exhibit A, providing for a signatory thereto to become a Secured Swap
Counterparty under this Agreement.
 

Lenders is defined in the recitals to this Agreement.
 

Lender Parties means Administrative Agent, Lenders and any other Lender of the Credit Obligations from time to time.
 

Lien has the meaning assigned to such term in the Credit Agreement.
 

Mortgages means collectively each mortgage, deed of trust and other document or instrument under which any Lien on real property owned or
leased by any Credit Party is granted by a Credit Party to secure any Obligations or under which rights or remedies with respect to any such Liens are
governed, including the “Mortgages” (as defined in the Credit Agreement).
 

Initial ISDA is defined in the recitals to this Agreement.
 

Notice Lender means any Lender that, together with its Affiliates that also hold a portion (but an equal or lessor portion) of the Loans, holds a
sufficient amount to meet the test to be Required Lenders under the Credit Agreement.
 

Notice of Default means (a) any written notice delivered under the Credit Agreement declaring that a Default or an Event of Default (as defined
therein) exists and demanding cure thereof, or giving notice of intent to accelerate the Loans in connection therewith, or giving notice that such acceleration
has occurred, and (b) any written notice delivered under an Approved ISDA declaring that an Event of Default, a Potential Event of Default, a Termination
Event, or an event that would, with notice or passage of time, become a Termination Event (as such terms are defined in such Approved ISDA) exists and
demanding cure thereof, or giving notice of intent to designate an Early Termination Date under such Approved ISDA in connection therewith, or giving
notice that such an Early Termination Date has occurred.
 

Obligations means collectively all Credit Obligations and all Swap Obligations, whether direct or indirect (including those acquired by
assumption), absolute or contingent, due or to become due, now existing or hereafter arising.  Without limiting the generality of the foregoing, the
Obligations shall include interest accruing at the then applicable rate provided in the applicable Principal Agreement after the maturity of the relevant
Obligations and any Post- Petition Interest.
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Ordinary Course Settlement Payments means all regularly scheduled payments due under any Approved ISDA calculated in accordance with the

terms of such Approved ISDA, including any Interest Expense due and payable by any Credit Party in connection with any such regularly scheduled
payments, but excluding any “Termination Payments” due and payable under any Approved ISDA.
 

Post-Petition Interest means any interest or entitlement to fees or expenses or other charges that accrues after the commencement of any Insolvency
or Liquidation Proceeding, whether or not allowed or allowable in any such Insolvency or Liquidation Proceeding.
 

Principal Agreements means, collectively, the Financing Documents and the Swap Documents.
 

Proceeds from Enforcement means any and all proceeds received by Administrative Agent or any Creditor from any sale, exchange, destruction,
condemnation, foreclosure or liquidation of any of the Collateral under any Debtor Relief Law or pursuant to enforcement of remedies in the Security
Instruments or from any other disposition by Administrative Agent or any Creditor of any of the Collateral; provided, however, that, unless a Triggering
Event has occurred, such term will not include payments made out of the proceeds from sales of inventory in the ordinary course of a Credit Party’s business
included in, produced from or attributable to the Collateral or to Ordinary Course Settlement Payments.
 

Property means an interest in any kind of property or assets, whether real, personal or mixed, or tangible or intangible, including, without limitation,
cash, securities, accounts and contract rights.
 

Ratably or Ratable means, with respect to each Creditor at any time, a fraction whose numerator is the amount of Credit Obligations and Swap
Obligations owing to such Creditor at such time and whose denominator is the Total Obligations owing to all Creditors at such time.
 

Requirements of Law has the meaning assigned to such term in the Credit Agreement.
 

Right or Rights means rights, remedies, powers, privileges and benefits.
 

Refinance means, in respect of any Indebtedness, (a) such Indebtedness (in whole or in part) as extended, renewed, defeased, refinanced, replaced,
refunded or repaid and (b) any other Indebtedness issued in exchange or replacement for or to refinance such Indebtedness, in whole or in part, whether with
the same or different Lenders, arrangers and/or agents and whether with a larger or smaller aggregate principal amount and/or a longer or shorter maturity, in
each case to the extent permitted (if addressed therein, or, otherwise, not prohibited) under the terms of the Credit Agreement and under the terms of the other
applicable Principal Agreements. “Refinanced” and “Refinancing” shall have correlative meanings.
 

Secured Party has the meaning assigned to such term in the Credit Agreement as in effect on the Closing Date (without reference to any subsequent
amendment, restatement, modification or Refinance), and in any event will include all Secured Swap Counterparties; provided, that in the case of any
Secured Swap Counterparty that is not a party hereto as of the date hereof, such Secured Swap Counterparty shall have executed and delivered to
Administrative Agent a Joinder
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Supplement in accordance with Section 15 pursuant to which it has become a party to this Agreement and has agreed to be bound by the obligations of a
Secured Party under the terms hereof.
 

Secured Swap Counterparties means, collectively, Initial Secured Swap Counterparty, each Person that has entered into any ISDA Master
Agreement in reliance on a certificate from Borrower as contemplated by Section 2(c) and executes and delivers a Joinder Supplement as provided in
Section 15 and each other Person that is recognized by Administrative Agent as an “Eligible Secured Swap Counterparty” under the Credit Agreement and
executes and delivers a Joinder Supplement (along with Administrative Agent and Credit Parties) as provided in Section 15.
 

Security Agreement is defined in the recitals to this Agreement.
 

Security Instruments means the “Collateral Documents” as defined in the Credit Agreement and includes those documents listed in Schedule I
attached hereto.
 

Swap Agreement is defined in the Credit Agreement.
 

Swap Documents means each Approved ISDA and all relevant confirmations of trades made under any Approved ISDA.
 

Swap Intercreditor Agreement means this Agreement and each other intercreditor agreement entered into among Administrative Agent, the
Borrower and a counterparty to a Swap Agreement approved by Administrative Agent (at the direction of the Lead Lenders).
 

Swap Obligations means, at any time in question, all amounts owing by any Credit Party to any Secured Swap Counterparty under the Swap
Documents, including all Ordinary Course Settlement Payments and all Termination Payments (and, at any time when an Early Termination Event
designation may be enjoined or barred by law or court order, all amounts that would be owing were an Early Termination Date to be designated),  together
with all costs and expenses (including reasonable attorneys’ fees) incurred in the enforcement or collection thereof, and all interest thereon after the
commencement of any proceedings under any Debtor Relief Laws and any expenses or other amounts paid by such Secured Swap Counterparty to which it is
entitled to reimbursement by any Credit Party.
 

Termination Payment means any amount payable to or by any Credit Party in connection with a termination (whether as a result of the occurrence of
an Event of Default or other termination event) of any Approved ISDA, including any “Settlement Amount” or “Termination Payment,” together with any
Interest Expense due and payable by any of the Credit Parties in connection with such amounts; provided, that “Termination  Payments” shall not include
any Ordinary Course Settlement Payments due under any such Approved ISDA that have been paid prior to such date of determination.
 

Total Obligations means, as of any date of determination but without duplication, an amount equal to the sum of (a) the Credit Obligations plus
(b) the Swap Obligations.
 

Triggering Event means either of the following:
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(a)           Administrative Agent shall have received from any Secured Swap Counterparty written notice that (A) either an Event of Default, a

Termination Event or an Additional Termination Event (as defined in such Secured Swap Counterparty’s Approved ISDA, but excluding any Event
of Default that is of the type described under clause (i) of the definition of “Cross Default” below, but such exclusion shall not apply if
Administrative Agent has issued a “Triggering Event” under clause (b) below) has occurred and is continuing, (B) an Early Termination Date has
been designated as a result thereof, (C) specifies the sum of all Unpaid Amounts (as defined in such Approved ISDA) then due as the result of the
designation of such Early Termination Date and the amount of Interest Expense and other amounts then due and payable by Credit Parties in respect
thereof and (D) states that the amount set forth in clause (C) has not been paid in full or otherwise discharged to the satisfaction of such Secured
Swap Counterparty; or

 
(b)           Administrative Agent shall have received from Credit Parties written notice that (A) an Event of Default (as defined in the Credit

Agreement, but excluding any Event of Default that is of a type described under clause (ii) of the definition of “Cross Default” below, but such
exclusion shall not apply if the Secured Swap Counterparty has issued a “Triggering Event” under clause (a) above) has occurred and is continuing
and (B) the unpaid principal amount of all Loans under the Credit Agreement and all interest accrued and unpaid thereon have been declared to be
due and payable prior to its scheduled stated maturity date; and

 
(c)           for the purposes of this definition “Cross-Default” means (i) any Event of Default under the Financing Documents that is caused

solely by the occurrence of an Event of Default, Termination Event or Additional Termination Event under any Swap Documents (unless the
Secured Swap Counterparty that is party to such Swap Documents has designated an Early Termination Date) or (ii) any Event of Default,
Termination Event or Additional Termination Event under any Secured Swap Counterparty’s Swap Documents that is caused solely by the
occurrence of an Event of Default under the Financing Documents (unless Administrative Agent has declared the Loans due and payable) or the
occurrence of an Event of Default, Termination Event or Additional Termination Event under another Secured Swap Counterparty’s Swap
Documents (unless such other Swap Party has designated an Early Termination Date).

 
UCC means the Uniform Commercial Code as in effect from time to time in the State of New York or, when the context implies, the Uniform
Commercial Code as in effect from time to time in any other applicable jurisdiction.

 
Section 2.              Obligations and Liens; Amendments.

 
(a)           The Creditors acknowledge and agree that none of the Swap Obligations has been contractually subordinated in right of payment

to any of the Credit Obligations and that none of the Credit Obligations has been contractually subordinated in right of payment to any of the Swap
Obligations, and that the Credit Obligations and the Swap Obligations shall rank pari passu in right of payment.  Subject to the other terms and
conditions of this Agreement, the Credit Obligations and the Swap Obligations shall be secured on a pari passu basis by the Liens granted to
Administrative Agent for the benefit
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of the Secured Parties under the Security Instruments. In furtherance of the foregoing, (i) as among the Creditors, all Liens on the Collateral shall
rank pari passu, and the Creditors shall share in the Collateral and all Proceeds of Enforcement in accordance with the terms of this Agreement and
(ii) no Credit Party shall grant or permit any additional Liens on any property or assets to secure any Obligation unless it has granted or concurrently
grants a Lien on such property or assets to secure all Obligations on a pari passu basis. As soon as is practicable following execution of a Joinder
Supplement by any Secured Swap Counterparty, Borrower and Administrative Agent shall execute amendments, if necessary, in form and substance
satisfactory to Administrative Agent, to the Security Instruments then in effect to evidence and provide that the Liens granted to or for the benefit of
Administrative Agent under such Security Instruments also secure the Swap Obligations owing to such Secured Swap Counterparty.

 
(b)           Each Creditor agrees that it will not seek or accept credit support for any Obligation other than its Ratable share of the Rights

under the Security Instruments. Notwithstanding the preceding sentence, to the extent that any Creditor hereafter obtains any Lien on assets of any
Credit Party or any of its Affiliates to secure all or any portion of the Obligations, such Lien (i) shall be subject to this Agreement in the same way as
the Liens held by Administrative Agent, (ii) shall secure the Total Obligations on a pari passu basis, and upon request by Administrative Agent or
the Lead Lenders such Liens shall be assigned to Administrative Agent to be held for the pari passu benefit of the Creditors on a First Lien basis.

 
(c)           The parties hereto acknowledge and agree that the Initial ISDA is secured on a pari passu First Lien basis with the Credit

Obligations and the Liens securing the Swap Obligations are Permitted Liens.  Notwithstanding the foregoing or any other term in this Agreement to
the contrary (including Section 2(d)), each Secured Swap Counterparty shall be entitled to rely exclusively on a certificate executed and delivered
by the Borrower with a copy provided to Administrative Agent and Notice Lender (and confirmed in writing by Administrative Agent) representing
that any Swap Agreement entered into after the date hereof is permitted pursuant to the terms of the Credit Agreement, and in reliance thereon all
obligations arising under such Swap Agreement shall be secured pari passu on a First Lien basis with other Credit Obligations and Swap
Obligations, and (following satisfaction with the terms of Section 15) such Secured Swap Counterparty shall be entitled to all of the rights and
benefits of this Agreement.

 
(d)           Subject to the limitations and approval rights on “Swap Agreements” and “Eligible Secured Swap Counterparties” provided in the

Credit Agreement (and in the case of any Secured Swap Counterparty other than Initial Secured Swap Counterparty, subject to Section 15), but
without in any way limiting the terms of Section 2(c), Administrative Agent (at the direction of the Lead Lenders) consents to Credit Parties entering
into the Swap Documents and agrees that each of the Swap Documents is a “Swap Agreement” and that each Secured Swap Counterparty is an
“Eligible Secured Swap Counterparty.”

 
(e)           Each Secured Swap Counterparty hereby acknowledges and consents to Credit Parties’ grants of security interests to

Administrative Agent in all rights of Credit
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Parties under the Swap Documents and the enforcement of such Liens by Administrative Agent in accordance with the terms hereof, including all
payments owing to Credit Parties thereunder, notwithstanding any restrictions on assignment in any Swap Document.

 
(f)            The amounts payable by Credit Parties or any of their Subsidiaries to any Creditor at any time under any of the Principal

Agreements to which such Creditor is a party shall be separate and independent debts, and each Creditor shall be entitled to enforce any right arising
out of the applicable Principal Agreement to which it is a party, subject to the terms thereof and of this Agreement.  Each Creditor hereby agrees that,
notwithstanding anything to the contrary that may be set forth in any Security Instrument, no Creditor, other than Administrative Agent as the
holder of the Liens under the Security Instruments, shall have any right individually to realize upon any Liens granted under the Security
Instruments or take action against the Collateral, it being understood and agreed that such remedies may be exercised only by Administrative Agent
under the Security Instruments for the Ratable benefit of the Creditors.

 
(g)           Administrative Agent shall have the right from time to time to release Collateral from the Liens created by the Security Instruments

in accordance with the Financing Documents; provided, that the Administrative Agent’s release of all or substantially all of the Collateral shall
require the consent of the Initial Secured Swap Counterparty so long as the Initial Secured Swap Counterparty is an Eligible Secured Swap
Counterparty and does not otherwise terminate its arrangements with Borrower as a result of or in connection with such release; provided, further,
that proceeds of a sale of Collateral occurring while no Triggering Event has occurred (or would result therefrom) shall be applied as required by the
Financing Documents.

 
(h)           Each Creditor agrees that it will not (and hereby waives any right to) object to or contest or support any other Person in objecting

to or contesting, in any proceeding (including any Insolvency or Liquidation Proceeding), the perfection, priority, validity or enforceability of a
Lien held by Administrative Agent on behalf of any of the Creditors in all or any part of the Collateral, or the provisions of this Agreement;
provided, that nothing in this Agreement shall be construed to prevent or impair the rights of Administrative Agent or any Creditor to enforce this
Agreement.

 
(i)            Each Lender Party and Secured Swap Counterparty agrees that (i) it will not (and hereby waives any right to) challenge or question

in any proceeding the validity or enforceability of any of the Total Obligations or any Security Instrument or the validity, attachment, perfection or
priority of any Lien under any Security Instrument or the validity or enforceability of the priorities, rights or duties established by or other
provisions of this Agreement, (ii) it will not take or cause to be taken any action the purpose or intent of which is, or could be, to interfere, hinder or
delay, in any manner, whether by judicial proceedings or otherwise, any sale, transfer or other disposition of the Collateral by Administrative Agent
in accordance with the terms of this Agreement, (iii) it will not institute any suit or assert in any suit, bankruptcy, insolvency or other proceeding any
claim against Administrative Agent or any other Creditor seeking damages from or other relief by way of specific performance, instructions or
otherwise
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with respect to any Collateral, and none of Administrative Agent or any other Creditor shall be liable for any action taken or omitted to be taken by
Administrative Agent or Creditor, with respect to any Collateral in accordance with the provisions of this Agreement, (iv) it will not seek, and hereby
waives any right, to have any Collateral or any part thereof marshaled upon any foreclosure or other disposition of such Collateral and (v) it will not
attempt, directly or indirectly, whether by judicial proceedings or otherwise, to challenge the enforceability of any provision of this Agreement;
provided, that nothing in this Agreement shall be construed to prevent or impair the rights of any of Administrative Agent or any other Creditor to
enforce this Agreement.

 
(j)            Each Lender Party and Secured Swap Counterparty hereby agrees that if it shall obtain possession of any Collateral or shall realize

any proceeds or payment in respect of any such Collateral, pursuant to any Security Instruments or by the exercise of any rights available to it under
applicable law or in any Insolvency or Liquidation Proceeding or through any other exercise of remedies at any time prior to the satisfaction of the
Total Obligations, then it shall hold such Collateral, proceeds or payment in trust for the other Creditors and promptly transfer such Collateral,
proceeds or payment, as the case may be, to Administrative Agent, to be distributed by Administrative Agent in accordance with the provisions of
Section 6(b) hereof.

 
Section 3.              Certain Notices; Consent to Disclosure.

 
(a)           Each Creditor agrees that it shall endeavor to deliver to Administrative Agent (i) at the same time or promptly after it makes

delivery to Credit Parties, a copy of any Notice of Default that it delivers to any Credit Party, and (ii) to deliver to Administrative Agent, at the same
time or promptly after it makes delivery to any other Person, a copy of any notice of the commencement of any judicial proceeding and a copy of
any other notice with respect to the exercise of Rights with respect to any of the Credit Obligations or the Swap Obligations, as applicable. 
Administrative Agent shall promptly furnish any notice it receives under this Section to the other Creditors. No failure by a party hereto to furnish a
copy under this clause shall provide any rights or defenses to any Credit Party with respect to any of the Total Obligations or otherwise limit or
affect the rights and obligations of the Creditors under the Financing Documents or the Swap Documents.

 
(b)           Credit Parties hereby agree to provide written notice to Secured Swap Counterparties of any amendment to the Credit Agreement,

including with such notice a copy of the amendment.  Secured Swap Counterparties hereby agree to provide written notice to Administrative Agent
and each Lead Lender of any amendment to any Approved ISDA, including with such notice a copy of the amendment (provided that this clause is
not meant to permit Credit Parties to enter into any such amendments in contravention of the Credit Agreement).  Credit Parties hereby agree to
provide written notice to Secured Swap Counterparties not less than seven days prior to the earliest to occur of (i) the date of signing or closing of
any replacement financing or any Refinancing of the Credit Agreement or (ii) the date of any payment in full and retirement of the Credit
Agreement, including with such notice a copy of the proposed replacement financing, terms of Refinancing or retirement of the Credit Agreement, as
applicable.
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(c)           Credit Parties hereby agree that each Secured Swap Counterparty may provide to Administrative Agent, and each Secured Swap

Counterparty hereby agrees to provide to Administrative Agent, within a reasonable time following receipt of a written request therefor from
Administrative Agent following a Triggering Event, (i) a report of the mark-to-market values of each transaction in effect at the time of such report
under such Secured Swap Counterparty’s Swap Documents, and (ii) copies of any trade confirmations included in such Swap Documents.

 
(d)           Credit Parties hereby consent to Creditors’ disclosure to each other of any confidential information relating to Credit Parties that

has been provided to any Creditor by or for the benefit of Credit Parties, notwithstanding any confidentiality agreement between Credit Parties and
any Creditor that might otherwise limit or prohibit such disclosure.

 
Section 4.              Appointment of Administrative Agent.  Each Secured Swap Counterparty and each Lender Party hereby appoint Administrative

Agent to act as its respective agent and to hold the Liens on the Collateral for its behalf,  in Administrative Agent’s name for the benefit and security of
Secured Swap Counterparties and Lender Parties and for enforcement and payment of the Total Obligations, to take such action on behalf of Secured Swap
Counterparties and Lender Parties under the terms and provisions of the Security Instruments, and to exercise such rights and remedies under the Security
Instruments as are specifically delegated to or required of Administrative Agent, together with such powers and discretion as are reasonably incidental
thereto, in each case pursuant to the terms and provisions of this Agreement, including distribution of Proceeds from Enforcement in accordance with
Section 6 below.  Administrative Agent may perform any and all of its duties and exercise its rights and powers hereunder or under any other Security
Instrument by or through any one or more sub-agents appointed by Administrative Agent.  Administrative Agent and any such sub-agent may perform any
and all of its duties and exercise its rights and powers by or through their respective Affiliates.  The exculpatory provisions of this Agreement shall apply to
any such sub-agent and to such Affiliates of Administrative Agent and any such sub-agent.
 

Section 5.              Administrative Agent’s Authority; Enforcement of Liens.
 

(a)           Upon the occurrence and during the continuance of any Triggering Event, Administrative Agent shall, upon the request of any of
the Accelerated Creditors, but subject to the provisions of this Agreement, take any and all actions provided for in the Security Instruments relating
to the pursuit of Rights thereunder, including, but not limited to, the foreclosure of Liens or other disposition of the Collateral; provided, that no
Secured Swap Counterparty shall have the right to request or require Administrative Agent to take any actions provided for in the Security
Instruments relating to the pursuit of Rights thereunder or to realize on any Liens granted pursuant to the Security Instruments.

 
(b)           For so long as such Triggering Event is continuing, any payments received by Lender Parties under the Financing Documents and

any payments received by Secured Swap Counterparties under Approved ISDAs will be held for the Ratable benefit of the Creditors until such time
that such Triggering Event is no longer continuing or that
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Administrative Agent is exercising remedies under the Security Instruments (including the foreclosure of Liens) and distributing the Proceeds from
Enforcement Ratably to the Creditors under Section 6(b) of this Agreement (“Blocking Period”).

 
(c)           If a Triggering Event of the type referred to in clause (b) of the definition of Triggering Event shall have occurred and is

continuing, at the request of Administrative Agent, each Secured Swap Counterparty shall make payments of any amounts due and owing from it to
Credit Parties under such Swap Documents to Administrative Agent to be disbursed as provided in Section 6(b) of this Agreement.

 
(d)           Administrative Agent shall not be obligated to follow any instructions of any Accelerated Creditor if Administrative Agent

determines, in its sole and absolute discretion, that: (i) such instructions conflict with the provisions of this Agreement, any Principal Agreement,
any Security Instrument or any Governmental Requirement, (ii) such instructions are ambiguous, inconsistent, in conflict with other instructions
(whether from the same or another Accelerated Creditor) or otherwise insufficient to direct the actions of Administrative Agent, provided that
Administrative Agent explains the grounds for a refusal, or (iii) Administrative Agent has not been adequately indemnified to its satisfaction
(including indemnity from the Accelerated Creditors in accordance with the Ratable amounts of Total Obligations owing to them).  Administrative
Agent shall have the right, in its discretion, to take any action authorized under this Agreement or the Security Instruments, to the extent that such
action is not prohibited by the terms hereof or thereof, which it deems proper and consistent with the instructions given by any Accelerated Creditor
as provided for herein or otherwise in the best interest of Creditors. In the absence of written instructions from any Accelerated Creditor for any
particular matter, Administrative Agent shall have no duty to take or refrain from taking any action unless such action or inaction is explicitly
required by the terms of this Agreement or any Governmental Requirement.  Administrative Agent shall have no duty with respect to a Triggering
Event unless it has received written notice from an Accelerated Creditor that a Triggering Event has occurred.

 
(e)           Other than its duties expressly provided herein or in the Security Instruments, Administrative Agent shall have no implied duties to

Creditors or Credit Parties under or in connection with this Agreement and no implied duties as to any Property belonging to any Credit Parties
(whether or not the same constitutes Collateral), whether such Property is in Administrative Agent’s possession or control or in the possession or
control of any of its agents or nominees, or any income thereon or as to the preservation of Rights against prior parties or any other rights pertaining
thereto or available at law or otherwise. Administrative Agent shall have the same Rights hereunder as any other Creditor and may exercise the same
as though it were not performing the duties specified herein.  The Person serving as Administrative Agent may engage in any kind of other business
with Credit Parties or any of Credit Parties’ Affiliates as if it were not performing the duties specified herein, and may accept fees and other
consideration from Credit Parties and such other Persons in connection with this Agreement or any Principal Document, and otherwise, without
having to account for the same to the other Creditors except as specified herein.
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(f)            Each Creditor and each Credit Party will, from time to time sign, execute, deliver and file, alone or with Administrative Agent or

any other Creditor or Credit Party, and hereby authorizes Administrative Agent to (i) file, any financing statements, Guarantee and Collateral
Agreements, documents, certificates or instruments pertaining to the Collateral, or any part thereof, (ii) procure any agreements, documents,
certificates or instruments as may be reasonably requested by Administrative Agent and the Lead Lenders and (iii) and take all further action that
may be necessary or desirable, or that Administrative Agent and the Lead Lenders may request, to confirm, perfect, preserve and protect the Liens
intended to be granted under the Security Instruments, and in addition, each Creditor and Credit Party hereby authorizes Administrative Agent to
execute and deliver on behalf of such Person and to file such other financing statements, Financing Documents, Mortgages, and other agreements,
documents, certificates or instruments without the signature of such Person either in Administrative Agent’s name or in the name of such Person and
as agent and attorney-in-fact for such Person. Each Creditor and Credit Party shall do all such additional and further acts or things, give such
assurances and execute such agreements, documents, certificates  or instruments as Administrative Agent requires to vest more completely in and
assure to Administrative Agent and Creditors their Rights under this Agreement.

 
Section 6.              Proceeds from Enforcement.

 
(a)           The Creditors hereby agree among themselves that (i) prior to the occurrence of a Triggering Event (and thereafter so long as such

Triggering Event has been cured), each Creditor shall be entitled to receive and retain for its own account,  and shall not be required to disgorge to
Administrative Agent or any other Creditor or acquire direct or participating interests in the Credit Obligations or the Swap Obligations owing to
such Creditor, all payments or prepayments of the Total Obligations, whether scheduled, mandatory or voluntary and including Ordinary Course
Settlement Payments, and payments for the redemption, purchase or settlement thereof, and (ii) after the occurrence and during the continuance of a
Triggering Event (and during the Blocking Period), all such payments shall be treated as if constituting Proceeds from Enforcement and shall be
shared by the Creditors Ratably and in accordance with Section 6(b) below.

 
(b)           Regardless of any Insolvency or Liquidation Proceeding that has been commenced by or against Borrower or any other Credit

Party, Proceeds of  Enforcement and other payments from Credit Parties received by any Secured Swap Counterparty, any Lender Party or
Administrative Agent after the occurrence of any Triggering Event or received in connection with the sale or other disposition of, or collection on,
Collateral upon the exercise of remedies under the Security Instruments by Administrative Agent, or enforcement of any Lien or judgment against
any Collateral or proceeds thereof, shall be distributed and applied in the following order (it being agreed that Administrative Agent shall apply
such amounts in the following order as promptly as is reasonably practicable after the receipt thereof), and each Creditor and Credit Party hereby
authorizes such distribution and application:
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(i)                                     First, to reimburse Administrative Agent for expenses in accordance with Section 7 or for any other expenditures for which

Administrative Agent is entitled to indemnity under Section 8;
 

(ii)                                  Second, Ratably to Lender Parties and Secured Swap Counterparties, to pay or prepay all Total Obligations then owing;
 

(iii)                               Third, to the extent that any Proceeds from Enforcement remain after the full and indefeasible payment of all of the amounts
described in the preceding paragraphs, to Credit Parties.

 
If any Secured Swap Counterparty or any Lender Party receives any Proceeds from Enforcement, it shall promptly deliver the same to Administrative
Agent for distribution by Administrative Agent in accordance with this Section 6(b).

 
(c)           Upon receipt of any Proceeds from Enforcement to be distributed pursuant to the preceding subsection (b), Administrative Agent

shall give Creditors notice thereof, and each Creditor (or its representative) shall within five (5) Business Days thereafter notify Administrative
Agent of the amount of Total Obligations owing to it.  Such notification shall state the amount of its (or their) Total Obligations and how much is
then due and owing.  If requested by Administrative Agent or the Lead Lenders, each Creditor (or its representative) shall demonstrate that the
amounts set forth in its notice are actually owing to such Creditor to the reasonable satisfaction of Administrative Agent and the Lead Lenders. 
Notwithstanding the foregoing, Administrative Agent may conclusively rely on information in such notices without investigation.

 
(d)           Nothing in this Agreement shall impair the right of any Creditor to exercise its rights of set-off, offset or netting, if any (except,

with respect to any item of Collateral or the Proceeds of Enforcement), with no obligation to any other Creditor.
 

Section 7.              Expenses.  Each Creditor other than Administrative Agent shall bear (and promptly reimburse Administrative Agent for) its
respective Ratable share of any reasonable expenses (including reasonable fees and charges of counsel, accountants, experts and advisors) incurred by
Administrative Agent in taking action on behalf of Lender Parties and Secured Swap Counterparties in connection with its investigation, evaluation or
enforcement of any Rights under the Security Instruments or the performance of its duties under this Agreement, but only to the extent Administrative Agent
does not receive reimbursement for such expenses from Credit Parties or from Proceeds from Enforcement within 30 days after such expenses are invoiced;
provided, that, to the extent any Creditor reimburses Administrative Agent for such expenses, such Creditor will be entitled to receive its Ratable share of any
reimbursement subsequently received by Administrative Agent from Credit Parties or from Proceeds from Enforcement.  The expense and indemnity
provisions of Sections 9.1 and 9.2 of the Credit Agreement shall be incorporated herein as is specifically set forth herein, mutatis mutandis.
 

Section 8.              Limitation of Liability — Administrative Agent.
 

(a)           Independently and without reliance upon Administrative Agent or any other Creditor, each Creditor represents to Administrative
Agent and each of the other
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Creditors that such Creditor has made (i) its own independent investigation of the financial condition and affairs of each Credit Party based on such
documents and information as it has deemed appropriate in connection with the taking or not taking of any action in connection herewith, and
(ii) its own appraisal of the creditworthiness of each Credit Party.  Each Creditor also acknowledges that it will, independently and without reliance
upon Administrative Agent or any other Creditor and based on such documents and information as it shall deem appropriate at the time, continue to
make its own credit decisions in taking or not taking action with respect to this Agreement, the Principal Documents, and the Security Instruments. 
Except as expressly provided in this Agreement, Administrative Agent shall have no duty or responsibility, either initially or on a continuing basis,
to provide any Creditor with any credit or other information concerning the affairs, financial condition or business of any Credit Party and its
Subsidiaries which may come into the possession of Administrative Agent or any of its Affiliates (whether now in its possession or in its possession
at any time or times hereafter), and Administrative Agent shall not be required to keep itself informed as to the performance or observance by any
Credit Party of this Agreement, the Security Instruments or any other document referred to or provided for herein or to inspect the properties or books
of any Credit Party.

 
(b)           Administrative Agent (i) shall not be responsible to any Creditor for any recitals, statements, information, representations or

warranties of any other Person herein, in the Security Instruments, or in any document, certificate or other writing delivered in connection herewith
or therewith or for the execution, effectiveness, genuineness, validity, enforceability, collectability, priority or sufficiency of this Agreement, the
Principal Agreements or the Security Instruments or the financial condition of any Credit Party, and (ii) shall not be required to make any inquiry
concerning the performance or observance by others of any of the terms, provisions or conditions of this Agreement, the Principal Agreements, or the
Security Instruments, including the content of notices, opinions, certificates and directions given under this Agreement, the Principal Documents or
the Security Instruments, the financial condition of any Credit Party or its Subsidiaries, or the existence or possible existence of any “Default,”
“Event of Default” or “Termination Event” under any of the Principal Agreements.  Notwithstanding anything else provided herein or in the
Security Instruments, Administrative Agent shall have no obligation or liability to any Person, (i) unless caused primarily by Administrative Agent’s
gross negligence or willful misconduct (as determined by a final non-appealable judgment of a court of competent jurisdiction), with respect to the
perfection, recording, re-recording, filing, refilling, monitoring, or maintenance in effect of any Security Instruments or other instruments,
documents, mortgages, deeds of trust, financing statements or continuation statements, (ii) with respect to the effectiveness or enforceability,
genuineness, validity or the due execution of the Security Instruments or for any representation, warranty, document, certificate, report or statement
made in or in connection with the Security Instruments, or (iii) to ascertain or inquire as to the performance or observation of any of the terms,
covenants or conditions of any of the Financing Documents or the Swap Documents.

 
(c)           Neither Administrative Agent nor any of its representatives shall be liable to any of the Credit Parties or their respective

Subsidiaries or any Creditor (or any Person
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asserting any claim with respect to any of them) for any action taken or omitted to be taken by it or them hereunder or under the Security Instruments
in good faith and reasonably believed by it or them to be within the discretion or power conferred upon it or them by this Agreement and the
Security Instruments or be responsible for the consequences of any error of judgment, except to the extent arising primarily from its gross negligence
or willful misconduct (as determined by a final non-appealable judgment of a court of competent jurisdiction). Administrative Agent shall be
entitled to rely, and shall be fully protected in relying, upon any writing, resolution, notice, statement, certificate, electronic transmission, facsimile
transmission, telephone message or other writing or message believed by it to be genuine and correct and to have been signed, sent or made by the
proper Person.  Administrative Agent may consult with independent legal counsel, independent public accountants and other experts selected by it
and shall not be liable for any action taken or omitted to be taken by it in accordance with the advice of such counsel, accountants or experts.

 
Section 9.              Limitation of Liability — Administrative Agent and Creditors.  Neither Administrative Agent nor any Creditor (nor any Affiliate of

Administrative Agent or any other Creditor) shall owe any liability to the other Creditors under or in connection with this Agreement, any Principal
Agreement or the Security Instruments except as expressly required under this Agreement.  This Agreement is intended to benefit only Administrative Agent,
the Indemnitees, and the Creditors, and neither any Credit Party nor any other Person shall have any rights hereunder or be entitled to claim any damages or
defenses on account hereof from or against Administrative Agent or any Creditor (or any Affiliate of Administrative Agent or any Creditor).
 

Section 10.            Term.  Subject to reinstatement pursuant to Section 23 below, this Agreement shall terminate upon the full and indefeasible
payment in cash of the Total Obligations.
 

Section 11.            Removal and Resignation of Administrative Agent.
 

(a)           Administrative Agent shall not be subject to removal by Creditors or Credit Parties, provided that if the Person serving as
Administrative Agent is replaced as Administrative Agent under the Credit Agreement, the Person serving as replacement Administrative Agent
under the Credit Agreement shall automatically and without further action or consent by Credit Parties or any Secured Swap Counterparty become
Administrative Agent under this Agreement. The Person serving as Administrative Agent may also resign as Administrative Agent hereunder by
providing to each Lender Party, Secured Swap Counterparty and Credit Parties written notice of such resignation no less than 30 days prior to the
effective date of such resignation set forth in such written notice.

 
(b)           Upon such resignation, Administrative Agent agrees to execute and deliver assignments of the Security Instruments, in form and

substance mutually satisfactory to Administrative Agent, the Lead Lenders and each Secured Swap Counterparty, to a successor Administrative
Agent designated by Creditors then holding a majority of the Total Obligations.  Such assignments shall be prepared at the expense of
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Credit Parties, and each Credit Party hereby consents to such assignments.  Following any such resignation by a Person serving as Administrative
Agent and execution and delivery of such assignments, such Person shall have no further duties, responsibilities or liabilities as Administrative
Agent under this Agreement but shall remain entitled to the benefit of the indemnifications provided in this Agreement and to reimbursement, in
accordance with applicable provisions of this Agreement, of expenses incurred in the discharge of its duties as Administrative Agent as provided in
this Agreement.

 
Section 12.            Survival of Rights.  All of the respective rights and interests of Administrative Agent, Lender Parties and each Secured Swap

Counterparty under this Agreement (and the respective obligations and agreements of Administrative Agent, each Lender Party and each Secured Swap
Counterparty under this Agreement), shall remain in full force and effect regardless of:
 

(a)           any lack of validity or enforceability of any of the Principal Agreements or any other agreement or instrument related thereto; or
 

(b)           any other circumstance that might otherwise constitute a defense available to, or discharge of, Credit Parties with respect to the
Credit Obligations or the Swap Obligations (other than the defense that such obligations have been fully satisfied in cash).

 
Section 13.            Representations and Warranties.  Each of Administrative Agent, Administrative Agent on behalf of the Lender Parties and each

Secured Swap Counterparty represents and warrants to the others that:
 

(a)           neither the execution and delivery of this Agreement nor its performance of or compliance with the terms and provisions hereof
will conflict with, or result in a breach of the terms, conditions or provisions of, or constitute a default under, any other agreement to which it is now
subject;

 
(b)           it has all requisite authority to execute, deliver and perform its obligations under this Agreement; and

 
(c)           this Agreement constitutes its legal, valid, and binding obligation, enforceable against it in accordance with its terms, subject only

to applicable bankruptcy, insolvency or similar laws and general principles of equity.
 

Section 14.            Further Assurances.  Each Credit Party, Administrative Agent, Administrative Agent on behalf of Lender Parties and Secured Swap
Counterparty covenants that, as long as this Agreement remains in effect, it will execute and deliver any and all other documents or instruments reasonably
requested by the other to give effect to the terms and conditions of this Agreement.
 

Section 15.            Additional Secured Swap Counterparties.  If any Person that is recognized by Administrative Agent as an “Eligible Secured Swap
Counterparty” under the Credit Agreement desires to become a “Secured Swap Counterparty” for the purposes of this Agreement and the Security
Instruments, then it shall execute and deliver to Administrative
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Agent and Borrower a Joinder Supplement.  In each case, upon execution and delivery of such Joinder Supplement by such Person, Administrative Agent and
Borrower, such Person shall be deemed a Secured Swap Counterparty hereunder as if an original signatory.  Joinder Supplements executed pursuant to this
Section 15 do not require the signatures or consents of all Creditors party to this Agreement. Promptly after execution of any such Joinder Supplement, the
parties thereto will endeavor to send a copy thereof to each other Secured Swap Counterparty, but failure or delay in doing so will not make such Joinder
Supplement void or voidable or otherwise affect the rights and duties of the parties hereto.
 

Section 16.            Assignment; Agreement Binding on Successors and Assigns. As long as this Agreement remains in effect, Administrative Agent,
Lender Parties and Secured Swap Counterparties will not sell, assign or otherwise transfer all or any part of the Credit Obligations or the Swap Obligations, as
the case may be, unless such sale, assignment or transfer is made expressly subject to the terms and conditions of this Agreement and, in the case of an
assignment or novation of Swap Obligations or assignment of Administrative Agent’s or Administrative Agent’s Rights, the assignee or new party has
executed a Joinder Agreement in compliance herewith. In connection with any Refinancing of the Credit Agreement where the administrative agent is no
longer Administrative Agent named herein (or an Affiliate thereof) then the new administrative agent shall execute and deliver to Administrative Agent a
Joinder Supplement in connection therewith.  This Agreement shall inure to the benefit of, and shall be binding upon and enforceable against, Credit Parties,
Administrative Agent, each Lender Party and each Secured Swap Counterparty and their respective successors and permitted assigns.
 

Section 17.            Notice.  Unless otherwise provided, any consent, request, notice, or other communication under or in connection with this
Agreement must be in writing to be effective and shall be deemed to have been given (a) if by mail, on the third Business Day after it is enclosed in an
envelope and properly addressed, stamped, sealed, certified return receipt requested, and deposited in the appropriate official postal service, or (b) if by
courier, electronic transmissions, or facsimile transmission, when actually delivered.  Any Lender who qualifies as a Notice Lender hereunder may cause
Administrative Agent to provide to the parties hereto an address for notice for such Notice Lender and on the providing such address the obligation to
provide notice hereunder shall commence until changed by a subsequent notice delivered in accordance with this Section 16, notices for each party are to be
directed to:
 

For delivery to Initial Secured Swap Counterparty:
 

Cargill, Incorporated

Houston, TX 77024
Attn:  Tyler Smith
Tel:  (713) 932-2344
Email: Tyler_Smith_1@cargill.com
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840 West Sam Houston Parkway North, Suite 300



 
For delivery to Credit Parties, to the care of Borrower as follows:
 

Warren Resources, Inc.
1114 Avenue of the Americas, 34th Floor
New York, NY 10036
Attn:  Saema Somalya
Tel:  (212) 697-9660
Fax: (212) 697-9466

 
For delivery to Administrative Agent:
 

Wilmington Trust, National Association
50 South Sixth Street, Suite 1290
Minneapolis, MN 55402
Attn: Meghan McCauley
Tel: (612) 217-5647
Fax: (612) 217-5651

 
with a copy to:
 

Lindquist & Vennum LLP
4200 IDS Center
80 South Eight Street
Minneapolis, MN 55402
Attn: Mark C. Dietzen
Tel: (612) 371-2452
Fax: (612) 371-3207

 
Section 18.            Amendments.  This Agreement may only be waived, amended, modified, or terminated by a written agreement signed by the party

against whom enforcement of any such waiver, amendment, modification or termination is sought.  However, notwithstanding anything to the contrary in this
Agreement or in any of the Principal Agreements, without the written consent of an affected Secured Swap Counterparty, (A) no amendment, modification,
termination or consent in respect of this Agreement or the Principal Agreements (or any term used therein) shall be effective if the effect thereof would change
the order of application of proceeds of Collateral and other payments set forth in Section 6 as between Secured Swap Counterparties, and (B) no such
amendment, modification, termination or consent shall cause the Obligations owed under any Swap Document to cease to be secured on a First Lien, pari
passu basis with all other Obligations with respect to Collateral.
 

Section 19.            Governing Law.  This Agreement shall be governed by and construed in accordance the laws of the State of New York.
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Section 20.            Invalid Provisions.  If any part of this Agreement is for any reason found to be unenforceable, all other portions nevertheless

remain enforceable. However, if the provision held to be unenforceable is a material part of the Agreement, such unenforceable provision may, to the extent
permitted by law, be replaced by a clause or provision judicially construed and interpreted to be as similar in substance and content to the original terms of
such provision as the context would reasonably allow, so that such clause or provision would thereafter be enforceable.
 

Section 21.            Multiple Counterparts.  This Agreement may be executed in any number of counterparts with the same effect as if all signatories
had signed the same document and will be effective upon the execution of one or more counterparts hereof by each of the parties hereto. In this regard, each
of the parties hereto acknowledges that (a) signature pages hereof may be executed and then transmitted by any party hereto by electronic or facsimile
transmission, which transmission shall be deemed the equivalent of manual delivery by such party of a complete executed counterpart hereof and (b) a
counterpart of this Agreement containing a set of counterpart signature pages reflecting the execution of each party hereto shall be sufficient to reflect the
execution of this Agreement by each party hereto. All counterparts will, taken together, constitute one and the same instrument.
 

Section 22.            JURY WAIVER.  EACH OF ADMINISTRATIVE AGENT, ON BEHALF OF LENDERS, SECURED SWAP COUNTERPARTIES
AND CREDIT PARTIES HEREBY VOLUNTARILY, KNOWINGLY, IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT TO HAVE A JURY
PARTICIPATE IN RESOLVING ANY DISPUTE (WHETHER BASED UPON CONTRACT, TORT OR OTHERWISE) AMONG ADMINISTRATIVE AGENT,
LENDER PARTIES, SECURED SWAP COUNTERPARTIES AND CREDIT PARTIES (OR ANY OF THEM) ARISING OUT OF OR IN ANY WAY RELATED
TO THIS AGREEMENT.
 

Section 23.            Reinstatement.  If at any time any payment of any of the Total Obligations is rescinded or must be restored or returned upon the
insolvency, bankruptcy or reorganization of any Credit Party or otherwise, the obligations of Credit Parties, Administrative Agent, each Lender Party and
each Secured Swap Counterparty under this Agreement, with respect to that payment, shall be reinstated as though the payment had been due but not made at
that time.
 

Section 24.            Controlling Agreement.  To the extent the terms of this Agreement directly conflict with a provision in the Financing Documents
or the Swap Documents, the terms of this Agreement shall control.  This Agreement shall continue in full force and effect notwithstanding the commencement
of any proceeding under the Debtor Relief Law or any other Federal, state or foreign bankruptcy, insolvency, receivership or similar law by or against any
Credit Party or any of its Subsidiaries.
 

Section 25.            Integration.  This Agreement, together with all documents and instruments referenced herein, represents the final agreement among
Administrative Agent, Lender Parties, Secured Swap Counterparties and Credit Parties with respect to the subject matter hereof and may not be contradicted
by evidence of prior, contemporaneous, or subsequent oral agreements by the parties.  There are no unwritten oral agreements among the parties.
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INITIAL SECURED SWAP Cargill, Incorporated, acting through its

Cargill Risk Management Business Unit
  
  

By: /s/ Tyler R. Smith 
Name: Tyler R. Smith
Title: Authorized Signer
 

(Signatures continue on following pages)
 

Signature Page to
Swap Intercreditor Agreement

 

COUNTERPARTY:



 
CREDIT PARTIES Warren Resources, Inc.
  
  

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Chief Financial

Officer
 
 
Warren Resources of California, Inc.
Warren E&P, Inc.
Warren Marcellus LLC
  
  
By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Treasurer
  

 
(Signatures continue on following pages)
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:

 
 

 
 

 



 
ADMINISTRATIVE AGENT Wilmington Trust, National Association
  
  

By: /s/ Meghan H. McCauley
Name: Meghan H. McCauley
Title: Assistant Vice President

 
Signature Page to

Swap Intercreditor Agreement
 

:



 
Schedule I

 
Listing of Existing Security Instruments

 
1.                                      Security Agreement, dated as of May 22, 2015, among Credit Parties and Administrative Agent.
 
2.                                      Pledge Agreement, dated as of May 22, 2015, among Credit Parties and Administrative Agent.
 
3.                                      Guaranty, dated as of May 22, 2015, among Guarantors and Administrative Agent.
 
4.                                      The Deed of Trust, Mortgage, Assignment, Security Agreement, Fixture Filing and Financing Statement, dated as of May 22, 2015, from the

Company, Warren California and Warren E&P to Chad Nichols, as trustee for the benefit of the Administrative Agent.
 
5.                                      The Deed of Trust, Mortgage, Assignment, Security Agreement, Fixture Filing and Financing Statement, dated as of May 22, 2015, from the

Company and Warren E&P to Chad Nichols, as trustee for the benefit of the Administrative Agent
 
6.                                      The Open-End Mortgage, Assignment, Security Agreement, Fixture Filing and Financing Statement, dated as of May 22, 2015, from Warren

Marcellus for the benefit of the Administrative Agent.
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JOINDER SUPPLEMENT

 
(“New Secured Swap Counterparty”), [NAME OF

CREDIT PARTIES] (“Credit Parties”), and WILMINGTON TRUST, NATIONAL ASSOCIATION, as Administrative Agent (“Administrative Agent”).
 

All capitalized terms used herein but not defined herein shall have the meanings set forth in the Agreement (as defined below).
 

W I T N E S S E T H:
 

WHEREAS, Credit Parties, Administrative Agent and Cargill, Incorporated, acting through its Cargill Risk Management Business Unit, have
heretofore executed and delivered to Administrative Agent that certain Swap Intercreditor Agreement dated as of May 22, 2015 (as from time to time
amended, modified, supplemented or restated, the “Agreement”), providing for, among other matters, the relative rights and obligations and apportionment of
certain collections among Creditors (as defined therein), and the exercise of certain remedies under the Security Instruments (as defined therein);
 

WHEREAS, the Agreement provides that one or more additional Persons may become Secured Swap Counterparties thereunder if each such Person is
recognized by Administrative Agent as an “Eligible Secured Swap Counterparty” under the Credit Agreement and desires to become a Secured Swap
Counterparty for the purposes of the Agreement and the Security Instruments and executes and delivers a Joinder Supplement as provided in the Agreement;
 

WHEREAS, New Secured Swap Counterparty desires to become a Secured Swap Counterparty under the Agreement;
 

NOW THEREFORE, in consideration of the foregoing and for other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, New Secured Swap Counterparty, Administrative Agent and Credit Parties hereby agree as follows:
 

1.             Recognition; Approved ISDA. Administrative Agent hereby recognizes New Secured Swap Counterparty as an “Eligible Secured Swap
Counterparty” under the Credit Agreement.  Concurrently herewith, Administrative Agent is separately approving in writing the ISDA Master Agreement
between Credit Parties and New Secured Swap Counterparty as an “Approved ISDA” under the Agreement.(1)
 

2.             Agreement to be Bound. New Secured Swap Counterparty hereby agrees to be bound by all of the terms and provisions of the Agreement as
a Secured Swap Counterparty thereunder.  New Secured Swap Counterparty acknowledges and agrees that the terms of the Agreement shall control over the
terms of the Principal Agreements to which New Secured Swap
 

(1)   BE SURE TO PREPARE SEPARATE APPROVAL LETTER.
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This Joinder Supplement (this “Supplement”), dated as of           , is executed by                       



 
Counterparty is a party, to the extent any conflict exists between the Agreement and such Principal Agreements.
 

3.             Ratification of Agreement; Joinder Supplement Part of Agreement.  This Joinder Supplemental shall form a part of the Agreement for all
purposes.  Except as expressly supplemented hereby, the Agreement is in all respects ratified and confirmed and all the terms, conditions and provisions
thereof shall remain in full force and effect.
 

4.             Administrative Agent Makes No Representation. Administrative Agent makes no representation as to the validity or sufficiency of the
Security Instruments, and New Secured Swap Counterparty acknowledges, consents to, and accepts the disclaimers by, and limitations on the liability of,
Administrative Agent that are provided in the Agreement.
 

5.             Representations and Warranties of New Secured Swap Counterparty.  New Secured Swap Counterparty represents and warrants to the other
Creditors that:
 

(a)           neither the execution and delivery of this Supplement or the Agreement nor its performance of or compliance with the terms and
provisions hereof or thereof will conflict with, or result in a breach of the terms, conditions or provisions of, or constitute a default under, any other
agreement to which it is now subject;

 
(b)           it has all requisite authority to execute, deliver and perform its obligations under this Supplement and the Agreement; and

 
(c)           each of this Supplement and the Agreement constitutes its legal, valid, and binding obligation, enforceable against it in

accordance with its terms, subject only to applicable bankruptcy, insolvency or similar laws and general principles of equity.
 

6.             Counterparts.  The parties may sign any number of copies of this Joinder Supplement, and different parties may sign on different signature
pages. Each signed copy shall be an original, but all of them together shall represent the same supplemental agreement.
 

7.             Address for Notices.  All notices and other communications given to New Secured Swap Counterparty under the Agreement may be given at
its address or telecopier number as follows:
 

[New Secured Swap Counterparty]
[Address]
Attention:
Telecopier No.:

 
[remainder of page left blank]
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IN WITNESS WHEREOF, the parties hereto have caused this Joinder Supplement to be duly executed as of the date first above written.

 
NEW SECURED SWAP COUNTERPARTY: [                                                                                                                 ]
   
   

By:
Name:
Title:

 
CREDIT PARTIES:
   
   

By:
Name:
Title:

 
[                                                                                                                 ]
  
  
By:

Name:
Title:
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[NAME OF CREDIT PARTIES]

 
ADMINISTRATIVE AGENT:
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EXCHANGE AGREEMENT
 

THIS EXCHANGE AGREEMENT (this “Agreement”) is made and entered into as of May 22, 2015, by and between the funds listed on Exhibit A
hereto (each, a “Holder”) and Warren Resources, Inc., a Maryland corporation (the “Company”).
 

RECITALS:
 

WHEREAS, the Holders beneficially own certain 9.00% Senior Notes due 2022 (CUSIP No. 93564AAM2) (the “Existing Notes”) issued by the
Company under the Indenture (the “Indenture”) dated as of August 11, 2014, among the Company, the subsidiary guarantors named therein and U.S. Bank
National Association, as trustee (the “Trustee”); and
 

WHEREAS, the parties hereto desire to have the Holders exchange (the “Exchange”), pursuant to the terms and conditions set forth herein, certain of
the Existing Notes for loans (“Converted Term Loans”) under the Credit Agreement to be entered into among the Company, the Holders and the other
financial institutions or other entities from time to time parties thereto, and Wilmington Trust, National Association, as administrative agent (the “Credit
Agreement”);
 

NOW, THEREFORE, in consideration of the mutual covenants, agreements and understandings contained herein and intending to be legally bound,
the parties hereto hereby agree as follows:
 

AGREEMENT:
 

On and subject to the terms hereof, the parties hereto agree as follows:
 

ARTICLE I
Exchange of the Existing Notes for Converted Term Loans

 
Subject to the terms set forth in this Agreement, at the Closing (as defined herein), (i) such Holder agrees to exchange and deliver to the Company

the aggregate principal amount of the Existing Notes specified opposite such Holder’s name on Exhibit A (the exchanged Existing Notes, collectively the
“Conversion Notes”), and (ii) in exchange therefor each Holder will receive a Converted Term Loan in the principal amount equal to 65% of the aggregate
principal amount of such Holder’s Conversion Notes plus (y) all accrued and unpaid interest to and including the Closing Date (the “Conversion Value”).
 

The closing of the Exchange (the “Closing”) shall occur on the Closing Date (as defined in the Credit Agreement).  At the Closing, (a) each Holder
shall deliver or cause to be delivered, through The Depository Trust Company’s (“DTC”) Deposit/Withdrawal at Custodian system, or by other due and
proper agreements or instruments of transfer reasonably acceptable to the Company, all right, title and interest in and to its Conversion Notes (and no other
consideration) free and clear of any mortgage, lien, pledge, charge, security interest, encumbrance, title retention agreement, option, equity or other adverse
claim thereto (collectively, “Liens”), and (b) the “Commitment Annex” to the Credit Agreement shall reflect Converted Term Loans in an amount equal to
each such Holder’s Conversion Value.  The Holders acknowledge that following
 



 
the Closing they will not be entitled to any accrued and unpaid interest on the Conversion Notes.  Upon consummation of the Exchange, the Company shall
promptly take such actions as are required under the Indenture to cancel, or to cause the Trustee to cancel, the Conversion Notes.
 

ARTICLE II
Covenants, Representations and Warranties of the Holders

 
Each Holder hereby covenants (solely as to itself) as follows, and makes the following representations and warranties (solely as to itself), each of

which is and shall be true and correct on the date hereof and at the Closing, to the Company, and all such covenants, representations and warranties shall
survive the Closing.
 

Section 2.1                                    Power and Authorization.  Such Holder has the power, authority and capacity to execute and deliver this Agreement, to perform
its obligations hereunder, and to consummate the Exchange contemplated hereby.  With respect to each Holder, Exhibit A hereto is a true, correct and
complete list of (i) the name of each Holder, (ii) the principal amount of such Holder’s Conversion Notes and (iii) the DTC Participant holding such Holder’s
Conversion Notes.
 

Section 2.2                                    Valid and Enforceable Agreement; No Violations.  This Agreement has been duly executed and delivered by such Holder and
constitutes a legal, valid and binding obligation of such Holder, enforceable against such Holder in accordance with its terms, except that such enforcement
may be subject to (a) bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium or other similar laws affecting or relating to enforcement of
creditors’ rights generally, and (b) general principles of equity, whether such enforceability is considered in a proceeding at law or in equity (the
“Enforceability Exceptions”).  This Agreement and consummation of the Exchange will not violate, conflict with or result in a breach of or default under
(i) such Holder’s organizational documents, (ii) any agreement or instrument to which such Holder is a party or by which such Holder or any of their
respective assets are bound, or (iii) any laws, regulations or governmental or judicial decrees, injunctions or orders applicable to such Holder.
 

Section 2.3                                    Title to the Conversion Notes.  Such Holder is the sole beneficial owner of the Conversion Notes set forth opposite its name on
Exhibit A hereto.  Such Holder has good and valid title to its Conversion Notes, free and clear of any Liens (other than pledges or security interests that such
Holder may have created in favor of a prime broker under and in accordance with its prime brokerage agreement with such broker), and at the Closing such
Holder will transfer good and valid title to its Conversion Notes, free and clear of any Liens.  Such Holder has not, in whole or in part, except as described in
the preceding sentence, (a) assigned, transferred, hypothecated, pledged, exchanged or otherwise disposed of any of its Conversion Notes or its rights in its
Conversion Notes, or (b) given any person or entity any transfer order, power of attorney or other authority of any nature whatsoever with respect to its
Conversion Notes.  Upon such Holder’s delivery of its Conversion Notes to the Company pursuant to the Exchange, such Conversion Notes shall be free and
clear of all Liens created by such Holder.
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Section 2.4                                    No Finder’s Fees.  Such Holder is not party to any contract, agreement or understanding with any person that would give rise to a

valid claim against the Company for a brokerage commission, finder’s fee or like payment in connection with the Exchange.
 

Section 2.5                                    Sophisticated Party.  Such Holder is sophisticated in transactions of this type and capable of evaluating the merits and risks of the
transactions contemplated hereby and has the capacity to protect its own interests.  Such Holder has retained its own advisors and counsel, each of which is
sophisticated in transactions of this type and capable of evaluating the merits and risks of the transactions contemplated hereby, in connection with the
negotiation of and entry into this Agreement.
 

ARTICLE III
Covenants, Representations and Warranties of the Company

 
The Company hereby covenants as follows, and makes the following representations and warranties, each of which is and shall be true and correct on

the date hereof and at the Closing, to the Holders, and all such covenants, representations and warranties shall survive the Closing.
 

Section 3.1                                    Power and Authorization.  The Company is duly organized and existing under the laws of the State of Maryland and in good
standing, and has the power and authority to execute and deliver this Agreement, to perform its obligations hereunder and thereunder, and to consummate the
Exchange contemplated hereby.
 

Section 3.2                                    Valid and Enforceable Agreements; No Violations.  This Agreement has been duly executed and delivered by the Company and
constitutes a legal, valid and binding obligation of the Company, enforceable against the Company in accordance with its terms, except that such
enforcement may be subject to the Enforceability Exceptions.  This Agreement and consummation of the Exchange will not violate, conflict with or result in
a breach of or default under (i) the charter or the by-laws of the Company, (ii) any agreement or instrument to which the Company is a party or by which any
of its assets are bound, or (iii) any laws, regulations or governmental or judicial decrees, injunctions or orders applicable to the Company.
 

ARTICLE IV
Conditions to Obligations of the Holders

 
The obligations of the Holders hereunder to exchange the Conversion Notes in accordance with the provisions herein are subject to the satisfaction

at or prior to the Closing of the following conditions:
 

Section 4.1                                    Representations and Warranties.  The representations and warranties of the Company (i) set forth in Article III shall be true,
correct and complete as of the date of this Agreement and as of the Closing Date and (ii) set forth in Article 3 of the Credit Agreement shall be true, correct
and complete in all material respects on and as of the Closing Date, except to the extent that any such representation or warranty relates to a specific date in
which case such representation or warranty shall be true and correct as of such earlier date.
 

Section 4.2                                    Credit Agreement.  A counterpart to the Credit Agreement, dated as of the Closing Date and otherwise in the form satisfactory to
the Holders, shall have been duly
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executed on behalf of the Company by a duly authorized executive officer of the Company and the conditions in Article 7 thereunder shall have been
satisfied.
 

Section 4.3                                    Other Deliverables.  The Company shall have furnished to the Holders such further information, certificates and documents as the
Holders may reasonably request, including, without limitation, those set forth on the closing checklist delivered in connection herewith.
 

ARTICLE V
Conditions to Obligations of the Company

 
The obligations of the Company hereunder to make Converted Term Loans in exchange for Conversion Notes in accordance with the provisions

herein are subject to the satisfaction at or prior to the Closing of the following conditions:
 

Section 5.1                                    Representations and Warranties.  The representations and warranties of the Holders (i) set forth in Article II shall be true, correct
and complete as of the date of this Agreement and as of the Closing Date.
 

Section 5.2                                    Credit Agreement.  A counterpart to the Credit Agreement, dated as of the Closing Date and otherwise in the form satisfactory to
the Company, shall have been duly executed on behalf of the Holders and the administrative agent thereunder.
 

Section 5.3                                    Other Deliverables.  Each Holder shall have complied with its obligations under Article I.
 

ARTICLE VI
Miscellaneous

 
Section 6.1                                    Entire Agreement.  This Agreement and any documents and agreements executed in connection with the Exchange, including the

Credit Agreement, embody the entire agreement and understanding of the parties hereto with respect to the subject matter hereof and supersede all prior and
contemporaneous oral or written agreements, representations, warranties, contracts, correspondence, conversations, memoranda and understandings between
or among the parties or any of their agents, representatives or affiliates relative to such subject matter, including, without limitation, any term sheets, emails
or draft documents, and is not intended to confer upon any person any rights or remedies hereunder other than the parties hereto.
 

Section 6.2                                    Construction.  References in the singular shall include the plural, and vice versa, unless the context otherwise requires.  Headings
in this Agreement are for convenience of reference only and shall not limit or otherwise affect the meanings of the provisions hereof.  Neither party, nor its
respective counsel, shall be deemed the drafter of this Agreement for purposes of construing the provisions of this Agreement, and all language in all parts of
this Agreement shall be construed in accordance with its fair meaning, and not strictly for or against either party.
 

Section 6.3                                    Governing Law; Jurisdiction.  This Agreement shall in all respects be construed in accordance with and governed by the
substantive laws of the State of New York,
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without reference to its choice of law rules.  All actions or proceedings arising out of or relating to this Agreement shall be heard and determined exclusively
in any federal court of the United States of America sitting in the City of New York, Borough of Manhattan; provided, however, that if such federal court does
not have jurisdiction over such action or proceeding, such action or proceeding shall be heard and determined exclusively in any state court sitting in the
City of New York, Borough of Manhattan.  Consistent with the preceding sentence, the parties hereto hereby (a) submit to the exclusive jurisdiction of any
federal or state court sitting in City of New York, Borough of Manhattan, for the purpose of any action or proceeding arising out of or relating to this
Agreement brought by any party hereto and (b) irrevocably waive, and agree not to assert by way of motion, defense, or otherwise, in any such action or
proceeding, any claim that it is not subject personally to the jurisdiction of the above-named courts, that its property is exempt or immune from attachment or
execution, that the action or proceeding is brought in an inconvenient forum, that the venue of the action or proceeding is improper, or that this Agreement or
the transactions contemplated by this Agreement may not be enforced in or by any of the above-named courts.
 

Section 6.4                                    Waiver of Jury Trial.  EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED
BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT
OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ON CONTRACT, TORT OR ANY
OTHER THEORY).  EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PERSON HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PERSON WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE
THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER
THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.
 

Section 6.5                                    Counterparts.  This Agreement may be executed in counterparts, each of which shall be deemed an original, but all of which taken
together shall constitute one and the same instrument.  Any counterpart or other signature hereon delivered by facsimile shall be deemed for all purposes as
constituting good and valid execution and delivery of this Agreement by such party.
 

[Signature Page Follows]
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“Holders”:

  
COBBS CREEK LLC

  
By: FS Investment Corporation II, as Sole Member
By: GSO/Blackstone Debt Funds Management

LLC, as Sub-Adviser
  

By: /s/ Marissa Beeney
Name: Marissa Beeney
Title: Authorized Signatory

  
FS INVESTMENT CORPORATION III

  
By: GSO/Blackstone Debt Funds

Management LLC, as Sub-Adviser
  

By: /s/ Marissa Beeney
Name: Marissa Beeney
Title: Authorized Signatory

  
FS INVESTMENT CORPORATION II

  
By: GSO/Blackstone Debt Funds

Management LLC, as Sub-Adviser
  

By: /s/ Marissa Beeney
Name: Marissa Beeney
Title: Authorized Signatory

  
FS ENERGY AND POWER FUND

  
By: GSO Capital Partners LP, as Sub-Adviser

  
By: /s/ Marissa Beeney
Name: Marissa Beeney
Title: Authorized Signatory

  
RACE STREET FUNDING LLC

  
By: FS Investment Corporation, as Sole Member
By: GSO/Blackstone Debt Funds Management

LLC, as Sub-Adviser
  

By: /s/ Marissa Beeney
Name: Marissa Beeney
Title: Authorized Signatory

 
[Signature Page to Exchange Agreement]

 



 
“Company”
  
WARREN RESOURCES, INC.
  
  
By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Chief Financial Officer
 

[Signature Page to Exchange Agreement]
 

 
EXHIBIT A

 
Exchanging Holders

 

Name and Address of
Beneficial Owner

DTC
Participant

 

Participant
or

Custodian
Number

 

Asset
 

Security ID
 

Traded Par/
Qty

 

Accrued
Interest

 

Exchanged
Principal

 

Total
Exchanged/
Converted

Term Loans
 

Race Street Funding
345 Park Avenue,
31st Floor
New York, New
York, 10154

State Street
Bank and Trust
Co.

 

997
 

WRES 9% 
8/2022
144A

 

93564AAM2 $ 1,000,000.00 $ 27,750.00 $ 650,000.00 $ 677,750.00

Cobbs Creek
345 Park Avenue,
31st Floor
New York, New York
10154

State Street
Bank and Trust
Co.

 

997
 

WRES 9% 
8/2022
144A

 

93564AAM2 $ 8,240,000.00 $ 228,660.00 $ 5,356,000.00 $ 5,584,660.00

FS Investment
Corporation III
345 Park Avenue,
31st Floor
New York, New York
10154

State Street
Bank and Trust
Co.

 

997
 

WRES 9% 
8/2022
144A

 

93564AAM2 $ 8,800,000.00 $ 244,200.00 $ 5,720,000.00 $ 5,964,200.00

FS Investment
Corporation II
345 Park Avenue,
31st Floor
New York, New York
10154

State Street
Bank and Trust
Co.

 

997
 

WRES 9% 
8/2022
144A

 

93564AAM2 $12,650,000.00 $ 351,037.50 $ 8,222,500.00 $ 8,573,537.50

FS Energy and Power
Fund 345
Park Avenue, 31st
Floor
New York, New York
10154

State Street
Bank and Trust
Co.

 

997
 

WRES 9% 
8/2022
144A

 

93564AAM2 $38,900,000.00 $1,079,475.00 $25,285,000.00 $26,364,475.00

Total $69,590,000.00 $1,931,112.50 $45,233,500.00 $47,164,622.50
 



Exhibit 10.43
 
 

SECURITY AGREEMENT
 

MADE BY
 

WARREN RESOURCES, INC.
 

AND CERTAIN OF ITS SUBSIDIARIES
 

IN FAVOR OF
 

WILMINGTON TRUST, NATIONAL ASSOCIATION,
 

AS ADMINISTRATIVE AGENT
 

DATED AS OF MAY 22, 2015
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This SECURITY AGREEMENT, dated as of May 22, 2015, is made by WARREN RESOURCES, INC., a Maryland (the “Borrower”), and each of

the other signatories party hereto as of the date hereof other than the Administrative Agent (together with any other entity that becomes a party hereto from
time to time after the date hereof to Section 9.14 below, the “Grantors”) in favor of Wilmington Trust, National Association, as administrative agent for the
Secured Parties (as defined below) (in such capacity, together with its successors in such capacity, the “Administrative Agent”).
 

R E C I T A L S
 

A.            WHEREAS, Borrower is party to that certain Credit Agreement (as amended, restated, amended and restated, supplemented or otherwise
modified from time to time, the “Credit Agreement”) dated as of even date herewith among the Borrower, the financial institutions or other entities from time
to time party thereto (the “Lenders”) and the Administrative Agent.
 

B.            WHEREAS, the Borrower is a member of an affiliated group of companies that includes each Grantor;
 

C.            WHEREAS, it is a condition precedent to the obligation of each of the Initial Lenders (as defined in the Credit Agreement) to extend credit
that each Grantor shall have executed and delivered this Agreement to the Administrative Agent for the ratable benefit of the Lenders.
 

D.            NOW, THEREFORE, in consideration of the premises herein and to induce the Administrative Agent and the Initial Lenders to enter into
the Credit Agreement, to induce the Initial Lenders to extend credit, each Grantor hereby agrees with the Administrative Agent, for the ratable benefit of the
Lenders, as follows:
 

ARTICLE I
Definitions

 
Section 1.01          Definitions.

 
(a)           As used in this Agreement, each term defined above shall have the meaning indicated above. Unless otherwise defined herein, terms defined

in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement, and the following terms, as well as all uncapitalized
terms which are defined in the UCC on the date hereof, are used herein as so defined: Accounts, Chattel Paper, Commercial Tort Claims, Deposit Accounts,
Documents, Electronic Chattel Paper, Equipment, Fixtures, General Intangibles, Goods, Instruments, Inventory, Investment Property, Letter-of-Credit Rights,
Payment Intangibles, Proceeds, Supporting Obligations, and Tangible Chattel Paper.
 

(b)           The following terms shall have the following meanings:
 

“Account Debtor” shall mean a Person (other than any Grantor) obligated on an Account, Chattel Paper, or General Intangible.
 



 
“Administrative Agent” shall have the meaning assigned to such term in the preamble hereto.

 
“Agreement” shall mean this Security Agreement, as the same may be amended, supplemented or otherwise modified from time to time.

 
“Applicable IP Office” means the United States Patent and Trademark Office, the United States Copyright Office or any similar office or agency

within or outside the United States.
 

“Borrower” shall have the meaning assigned to such term in the preamble hereto.
 

“Collateral” shall have the meaning assigned to such term in Section 2.01.
 

“Commodity Exchange Act” means the Commodity Exchange Act (7 U.S.C. § 1 et seq.).
 

“Contract Rights” means all rights, title and interests in and to all “contracts,” as such term is defined in the UCC of any applicable jurisdiction,
now owned or hereafter acquired by any Grantor, in any event, including all contracts, undertakings, or agreements (other than rights evidenced by Chattel
Paper, Documents or Instruments) in or under which any Grantor may now or hereafter have any right, title or interest, including any agreement relating to the
terms of payment or the terms of performance of any Account.
 

“Copyrights” means all rights, title and interests (and all related IP Ancillary Rights) arising under any Requirement of Law in or relating to
copyrights and all mask work, database and design rights, whether or not registered or published, all registrations and recordations thereof and all
applications in connection therewith.
 

“Credit Agreement” shall have the meaning assigned such term in the recitals hereto.
 

“Excluded Property” means: (a) rights of any Grantor in any general intangible to the extent such intangible by its terms or by the terms of any
related agreement with a Person other than a Subsidiary or by the terms of any applicable law under which it arises (A) validly prohibits the creation of a
security interest therein by such Grantor or the type otherwise created hereby, (B) validly requires the consent of any third party to the creation of a security
interest of the type otherwise created hereby and said third party refuses to provide such consent, or (C) validly gives rise to any right of termination or
default remedy by reason of the creation of a security interest therein of the type otherwise created hereby; (b) rights of any Grantor in any property in respect
of which the terms of any related agreement with a Person other than a Subsidiary or by the terms of any applicable law (A) validly prohibits the creation of a
security interest therein by such Grantor of the type otherwise created hereby, (B) validly requires the consent of any third party to the creation of a security
interest therein of the type otherwise created hereby and said third party refuses to provide such consent, or (C) validly gives rise to any right of termination
or default remedy by reason of the creation of a security interest therein
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of the type otherwise created hereby; and (c) rights of any Grantor in Equity Interests in Unrestricted Subsidiaries.(1)
 

“Excluded Swap Obligation” means, with respect to any Grantor, any guarantee of any Swap Obligations under a Secured Swap Agreement if, and
only to the extent that and for so long as, all or a portion of the guarantee of such Grantor of, or the grant by such Grantor of a security interest to secure, such
Swap Obligation under a Secured Swap Agreement (or any guarantee thereof) is or becomes illegal under the Commodity Exchange Act or any rule,
regulation or order of the Commodity Futures Trading Commission (or the application or official interpretation of any thereof) by virtue of such Grantor’s
failure for any reason to constitute an “eligible contract participant” as defined in the Commodity Exchange Act at the time the guarantee of such Grantor or
the grant of such security interest becomes effective with respect to such Swap Obligation under a Secured Swap Agreement. If a Swap Obligation under a
Secured Swap Agreement arises under a master agreement governing more than one swap, such exclusion shall apply only to the portion of such Swap
Obligation under a Secured Swap Agreement that is attributable to swaps for which such guarantee or security interest is or becomes illegal.
 

“Grantors” shall have the meanings assigned such terms in the preamble hereto.
 

“Intellectual Property” means all rights, title and interests in or relating to intellectual property and industrial property arising under any
Requirement of Law and all IP Ancillary Rights relating thereto, including all Copyrights, Patents, Trademarks and IP Licenses.
 

“Investment Property” means the collective reference to all “investment property” as such term is defined in Section 9-102(a)(49) of the UCC,
including, for avoidance doubt, all certificated securities, uncertificated securities, security entitlements, securities accounts, commodity contracts or
commodity accounts.
 

“IP Ancillary Rights” means, with respect to any Intellectual Property, as applicable, all foreign counterparts to, and all divisionals, reversions,
continuations, continuations-in-part, reissues, reexaminations, renewals and extensions of, such Intellectual Property and all income, royalties, proceeds and
Liabilities at any time due or payable or asserted under or with respect to any of the foregoing or otherwise with respect to such Intellectual Property,
including all rights to sue or recover at law or in equity for any past, present or future infringement, misappropriation, dilution, violation or other impairment
thereof, and, in each case, all rights to obtain any other IP Ancillary Right.
 

“IP License” means all Contractual Obligations (and all related IP Ancillary Rights), whether written or oral, granting any right, title and interest in
or relating to any Intellectual Property.
 

“Lenders” shall have the meaning assigned to such term in the recitals hereto.
 

“Material Intellectual Property” means Intellectual Property that is owned by or licensed to a Grantor and material to the conduct of any Grantor’s
business.
 

(1)  NTD: The definition of “Excluded Property” is consistent with the definition in the existing mortgages.
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“Secured Parties” shall mean each Lender, the Administrative Agent, each Eligible Secured Swap Counterparty and their respective successors and

assigns.
 

“Secured Swap Agreement” shall mean any Swap Agreement between the Borrower and any Eligible Secured Swap Counterparty.
 

“Security Termination” means such time as when each of the following shall have occurred: (i) the Obligations have been indefeasibly paid in full
in cash, (ii) the Loans and all commitments under the Credit Agreement have been terminated and (iii) all Secured Swap Agreements have been terminated
(other than Secured Swap Agreements with respect to which other arrangements satisfactory to the Eligible Secured Swap Counterparty and the Borrower
have been made). For purposes of clarification, “Security Termination” shall have occurred for purposes of this Agreement if the four events provided in
clauses (i)-(iii) above have occurred, and the occurrence of “Security Termination” shall not be affected by inchoate indemnity obligations under the
Financing Documents that survive the termination of any such Financing Document.
 

“Swap Obligation” means, with respect to any Grantor, any obligation to pay or perform under any agreement, contract or transaction that
constitutes a “swap” within the meaning of section 1a(47) of the Commodity Exchange Act.
 

“Trademark” means all rights, title and interests (and all related IP Ancillary Rights) arising under any Requirement of Law in or relating to
trademarks, trade names, corporate names, company names, business names, fictitious business names, trade styles, service marks, logos and other source or
business identifiers and, in each case, all goodwill associated therewith, all registrations and recordations thereof and all applications in connection
therewith.
 

“UCC” means the Uniform Commercial Code of the State of New York.
 

Section 1.02          Other Definitional Provisions; References. The meanings given to terms defined herein shall be equally applicable to both the
singular and plural forms of such terms. The gender of all words shall include the masculine, feminine, and neuter, as appropriate.  The words “herein,”
“hereof,” “hereunder” and other words of similar import when used in this Agreement refer to this Agreement as a whole, and not to any particular article,
section or subsection. Any reference herein to a Section shall be deemed to refer to the applicable Section of this Agreement unless otherwise stated herein. 
Any reference herein to an exhibit, schedule or annex shall be deemed to refer to the applicable exhibit, schedule or annex attached hereto unless otherwise
stated herein.  Where the context requires, terms relating to the Collateral or any part thereof, when used in relation to a Grantor, shall refer to such Grantor’s
Collateral or the relevant part thereof. The rules of construction set forth in Sections 1.2 and 1.3 in the Credit Agreement shall apply to this Agreement as if
specifically incorporated herein mutatis mutandis.
 

ARTICLE II
Grant of Security Interest

 
Section 2.01          Grant of Security Interest. Each Grantor hereby pledges, assigns and transfers to the Administrative Agent, and grants to the

Administrative Agent, for the ratable benefit of the Secured Parties, a security interest in all of the following property now owned or at
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any time hereafter acquired by such Grantor or in which such Grantor now has or at any time in the future may acquire any right, title or interest and whether
now existing or hereafter coming into existence (collectively, the “Collateral”), as collateral security for the prompt and complete payment and performance
when due (whether at the stated maturity, by acceleration or otherwise) of the Obligations:
 

(1)           all Accounts, including all Receivables;
 

(2)           all cash and cash equivalents;
 

(3)           all Chattel Paper (whether Tangible Chattel Paper or Electronic Chattel Paper);
 

(4)           all Commercial Tort Claims set forth on Schedule 7;
 

(5)           all Contract Rights;
 

(6)           all Deposit Accounts;
 

(7)           all Documents;
 

(8)           all General Intangibles (including, without limitation, rights in and under any Swap Agreements);
 

(9)           all Goods (including, without limitation, all Inventory and all Equipment);
 

(10)         all Instruments;
 

(11)         all Insurance;
 

(12)         all Intellectual Property;
 

(13)         all Investment Property, including all Securities Accounts and Commodity Accounts;
 

(14)         all Letter-of-Credit Rights (whether or not the letter of credit is evidenced by a writing);
 

(15)         all Money;
 

(16)         all Supporting Obligations;
 

(17)         all Vehicles;
 

(18)         all books and records pertaining to the Collateral;
 

(19)         all other personal property of any Grantor, whether tangible or intangible and wherever located;
 

5

 
(20)                          all other property of any Grantor held by the Administrative Agent or any other Secured Party, including all property of every

description, in the possession or custody of or in transit to the Administrative Agent or such Secured Party for any purpose, including safekeeping,
collection or pledge, for the account of such Grantor or as to which such Grantor may have any right or power; and

 
(21)                          to the extent not otherwise included, all Proceeds and products of any and all of the foregoing and all collateral security,

guarantees and other Supporting Obligations given with respect to any of the foregoing.
 

Notwithstanding the foregoing, (x) this Section 2.01 does not grant a security interest in any Excluded Property and (y) such property under clause
(x) shall not be included as “Collateral” for purposes of this Agreement.
 

Section 2.02                              [Reserved].
 

Section 2.03                              Grantors Remain Liable under Accounts, Chattel Paper and Payment Intangibles.  Anything herein to the contrary
notwithstanding, each Grantor shall remain liable under each of the Accounts, Chattel Paper and Payment Intangibles to observe and perform all the
conditions and obligations to be observed and performed by it thereunder, all in accordance with the terms of any agreement giving rise to each such
Account, Chattel Paper or Payment Intangible.  Neither the Administrative Agent nor any other Secured Party shall have any obligation or liability under any
Account, Chattel Paper or Payment Intangible (or any agreement giving rise thereto) by reason of or arising out of this Agreement or the receipt by the
Administrative Agent or any such other Secured Party of any payment relating to such Account, Chattel Paper or Payment Intangible pursuant hereto, nor
shall the Administrative Agent or any other Secured Party be obligated in any manner to perform any of the obligations of any Grantor under or pursuant to
any Account, Chattel Paper or Payment Intangible (or any agreement giving rise thereto), to make any payment, to make any inquiry as to the nature or the
sufficiency of any payment received by it or as to the sufficiency of any performance by any party under any Account, Chattel Paper or Payment Intangible
(or any agreement giving rise thereto), to present or file any claim, to take any action to enforce any performance or to collect the payment of any amounts
which may have been assigned to it or to which it may be entitled at any time or times.
 

ARTICLE III
Acknowledgments, Waivers and Consents

 
Section 3.01                              Acknowledgments, Waivers and Consents.



 
(a)                                 Each Grantor acknowledges and agrees that the obligations undertaken by it under this Agreement may involve the guarantee and the

provision of collateral security for the obligations of Persons other than such Grantor and that such Grantor’s guarantee and provision of collateral security
for the Obligations are absolute, irrevocable and unconditional under any and all circumstances.  In full recognition and furtherance of the foregoing, each
Grantor understands and agrees, to the fullest extent permitted under applicable law and except as may otherwise be expressly and specifically provided in
the Credit Agreement or any other Financing Document, that each Grantor shall remain obligated hereunder (including, without limitation,
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with respect to any guarantee made by such Grantor hereby and the collateral security provided by such Grantor herein) and the enforceability and
effectiveness of this Agreement and the liability of such Grantor, and the rights, remedies, powers and privileges of the Administrative Agent and the other
Secured Parties under this Agreement, the other Financing Documents and the Secured Swap Agreements shall not be affected, limited, reduced, discharged or
terminated in any way:
 

(i)                                     notwithstanding that, without any reservation of rights against any Grantor and without notice to or further assent by any Grantor,
(A) any demand for payment of any of the Obligations made by the Administrative Agent or any other Secured Party may be rescinded by the Administrative
Agent at the direction of the Lead Lenders or such other Secured Party and any of the Obligations continued; (B) the Obligations, the liability of any other
Person upon or for any part thereof or any collateral security or guarantee therefor or right of offset with respect thereto, may, from time to time, in whole or in
part, be renewed, extended, amended, modified, accelerated, compromised, waived, surrendered or released by, or any indulgence or forbearance in respect
thereof granted by, the Administrative Agent at the direction of the Lead Lenders or any other Secured Party; (C) the Credit Agreement, the other Financing
Documents, any Secured Swap Agreement and any other documents executed and delivered in connection therewith may be amended, restated, amended and
restated, modified, supplemented or terminated, in whole or in part, in accordance with the terms thereof, as the Administrative Agent (or the Lead Lenders, or
all Lenders, as the case may be) and the Eligible Secured Swap Counterpartys, as applicable, and the Borrower, as applicable, may deem advisable from time
to time; (D) the Borrower, any other Grantor or any other Person may from time to time accept or enter into new or additional agreements, security documents,
guarantees or other instruments in addition to, in exchange for or relative to, any Financing Document or Secured Swap Agreement, all or any part of the
Obligations or any Collateral now or in the future serving as security for the Obligations, in each case pursuant to the terms and conditions thereof; (E) any
collateral security, guarantee or right of offset at any time held by the Administrative Agent or any other Secured Party for the payment of the Obligations
may be sold, exchanged, waived, surrendered or released; and (F) any other event shall occur which constitutes a defense or release of sureties generally; and
 

(ii)                                  without regard to, and each Grantor hereby expressly waives to the fullest extent permitted by law any defense now or in the future
arising by reason of, (A) the illegality, invalidity or unenforceability against any Grantor of the Credit Agreement, any other Financing Document, any
Secured Swap Agreement,  any of the Obligations or any other collateral security therefor or guarantee or right of offset with respect thereto at any time or
from time to time held by the Administrative Agent or any other Secured Party, (B) any defense, set-off or counterclaim (other than a defense of payment or
performance) which may at any time be available to or be asserted by any other Grantor or any other Person against the Administrative Agent or any other
Secured Party, (C) the insolvency, bankruptcy arrangement, reorganization, adjustment, composition, liquidation, disability, dissolution or lack of power of
any other Grantor or any other Person at any time liable for the payment of all or part of the Obligations or the failure of the Administrative Agent or any
other Secured Party to file or enforce a claim in bankruptcy or other proceeding with respect to any Person; or any sale, lease or transfer of any or all of the
assets of any Grantor, or any changes in the shareholders of any Grantor; (D) the fact that any Collateral or Lien contemplated or intended to be given, created
or granted as security for the repayment of the Obligations shall not be properly perfected or created, or shall prove to be
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unenforceable or subordinate to any other Lien, it being recognized and agreed by each of the Grantors that it is not entering into this Agreement in reliance
on, or in contemplation of the benefits of, the validity, enforceability, collectability or value of any of the Collateral for the Obligations; (E) any failure of the
Administrative Agent or any other Secured Party to marshal assets in favor of any Grantor or any other Person, to exhaust any Collateral for all or any part of
the Obligations, to pursue or exhaust any right, remedy, power or privilege it may have against any Grantor or any other Person or to take any action
whatsoever to mitigate or reduce any Grantor’s liability under this Agreement, any other Financing Document, or any Secured Swap Agreement; (F) any law
which provides that the obligation of a surety or guarantor must neither be larger in amount nor in other respects more burdensome than that of the principal
or which reduces a surety’s or guarantor’s obligation in proportion to the principal obligation; (G) the possibility that the Obligations may at any time and
from time to time exceed the aggregate liability of such Grantor under this Agreement; or (H) any other circumstance or act whatsoever, including any action
or omission of the type described in this Section 3.01 (with or without notice to or knowledge of any Grantor), which constitutes, or might be construed to
constitute, an equitable or legal discharge or defense of the Borrower for the Obligations, or of such Grantor under the guarantee contained in the Guaranty or
with respect to the collateral security provided by such Grantor herein, or which might be available to a surety or guarantor, in bankruptcy or in any other
instance.
 

(b)                                 Each Grantor hereby waives to the extent permitted by law:  (i) except as expressly provided otherwise in any Financing Document, all
notices to such Grantor, or to any other Person, including but not limited to, notices of the acceptance of this Agreement, the guarantee contained in the
Guaranty or the provision of collateral security provided herein, or the creation, renewal, extension, modification, accrual of any Obligations, or notice of or
proof of reliance by the Administrative Agent or any other Secured Party upon the guarantee contained in the Guaranty or upon the collateral security
provided herein, or of default in the payment or performance of any of the Obligations owed to the Administrative Agent or any other Secured Party and
enforcement of any right or remedy with respect thereto; or notice of any other matters relating thereto; the Obligations, and any of them, shall conclusively
be deemed to have been created, contracted or incurred, or renewed, extended, amended or waived, in reliance upon the guarantee contained in the Guaranty
and the collateral security provided herein and no notice of creation of the Obligations already or hereafter contracted by the Borrower need be given to any
Grantor; and all dealings between the Borrower and any of the Grantors, on the one hand, and the Administrative Agent and the other Secured Parties, on the
other hand, likewise shall be conclusively presumed to have been had or consummated in reliance upon the guarantee contained in the Guaranty and on the
collateral security provided herein; (ii) diligence and demand of payment, presentment, protest, dishonor and notice of dishonor; (iii) all rights of revocation
with respect to the Obligations, the guarantee contained in the Guaranty and the provision of collateral security herein; and (iv) all principles or provisions of
law which conflict with the terms of this Agreement and which can, as a matter of law, be waived.
 

(c)                                  When making any demand hereunder or otherwise pursuing its rights and remedies hereunder against any Grantor, the Administrative
Agent or any other Secured Party may, but shall be under no obligation to, join or make a similar demand on or otherwise pursue or exhaust such rights and
remedies as it may have against the Borrower, any other Grantor or any other Person or against any collateral security or guarantee for the Obligations or any
right of
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offset with respect thereto, and any failure by the Administrative Agent or any other Secured Party to make any such demand, to pursue such other rights or
remedies or to collect any payments from the Borrower, any other Grantor or any other Person or to realize upon any such collateral security or guarantee or to
exercise any such right of offset, or any release of the Borrower, any Grantor or any other Person or any such collateral security, guarantee or right of offset,
shall not relieve any Grantor of any obligation or liability hereunder, and shall not impair or affect the rights and remedies, whether express, implied or
available as a matter of law, of the Administrative Agent or any other Secured Party against any Grantor.  For the purposes hereof “demand” shall include the
commencement and continuance of any legal proceedings.  Neither the Administrative Agent nor any other Secured Party shall have any obligation to
protect, secure, perfect or insure any Lien at any time held by it as security for the Obligations or for the guarantee contained in the Guaranty or any property
subject thereto.
 

Section 3.02                              No Subrogation, Contribution or Reimbursement. Notwithstanding any payment made by any Grantor hereunder or any set-off or
application of funds of any Grantor by the Administrative Agent or any other Secured Party, no Grantor shall be entitled to be subrogated to any of the rights
of the Administrative Agent or any other Secured Party against the Borrower or any other Grantor or any collateral security or guarantee or right of offset held
by the Administrative Agent or any other Secured Party for the payment of the Obligations, nor shall any Grantor seek or be entitled to seek any indemnity,
exoneration, participation, contribution or reimbursement from the Borrower or any other Grantor in respect of payments made by such Grantor hereunder
until Security Termination, and each Grantor hereby expressly waives, releases, and agrees not to exercise any such rights of subrogation, reimbursement,
indemnity and contribution until Security Termination.  Each Grantor further agrees that to the extent that such waiver and release set forth herein is found by
a court of competent jurisdiction to be void or voidable for any reason, any rights of subrogation, reimbursement, indemnity and contribution such Grantor
may have against the Borrower, any other Grantor or against any collateral or security or guarantee or right of offset held by the Administrative Agent or any
other Secured Party shall be junior and subordinate to any rights the Administrative Agent and the other Secured Parties may have against the Borrower and
such Grantor and to all right, title and interest the Administrative Agent and the other Secured Parties may have in any collateral or security or guarantee or
right of offset.  Upon the occurrence and during the continuance of an Event of Default, the Administrative Agent, for the benefit of the Secured Parties, may
use, sell or dispose of any item of Collateral or security as it sees fit, subject to Section 6.04, without regard to any subrogation rights any Grantor may have,
and upon any disposition or sale, any rights of subrogation any Grantor may have shall terminate.
 

ARTICLE IV
Representations and Warranties

 
To induce the Lenders to enter into the Credit Agreement and to extend credit, each Grantor hereby represents and warrants to the Administrative

Agent and each Secured Party that:
 

Section 4.01                              Representations in Credit Agreement. In the case of each Grantor, the representations and warranties set forth in Article 3 of the
Credit Agreement as they relate to such Grantor or to the Financing Documents to which such Grantor is a party are true and correct in all material respects
(or, to the extent such representations and warranties specifically relate to
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an earlier date, on and as of such earlier date); provided that each reference in each such representation and warranty to the Borrower’s knowledge shall, for
the purposes of this Section 4.01, be deemed to be a reference to such Grantor’s knowledge.
 

Section 4.02                              Perfected Liens. The security interests granted pursuant to this Agreement, upon filing of a UCC-1 financing statement in the
appropriate filing office listed on Schedule 3, will constitute valid perfected first priority security interests (subject to Permitted Encumbrances) in all of the
Collateral which may be perfected by filing such financing statement in favor of the Administrative Agent, for the ratable benefit of the Secured Parties, as
collateral security for such Grantor’s obligations, enforceable in accordance with the terms hereof against all creditors of such Grantor and any Persons
purporting to purchase any Collateral from such Grantor.
 

Section 4.03                              Legal Name, Organizational Status, Chief Executive Office. On the date hereof, the correct legal name of such Grantor, such
Grantor’s jurisdiction of organization, organizational number, taxpayer identification number and the location of such Grantor’s chief executive office or sole
place of business are specified on Schedule 4.
 

Section 4.04                              Prior Names, Addresses, Locations of Tangible Assets. Schedule 5 correctly sets forth (a) all names and trade names that such
Grantor has used in the last five years and (b) the chief executive office of such Grantor over the last five years (if different from that which is set forth in
Section 4.03 above). As of the date hereof, Schedule 6 correctly sets forth all of the locations where the Grantors hold inventory, equipment and other assets
constituting Collateral (other than inventory or equipment in transit or out for repair) with a value in excess of $1,000,000 in the aggregate at any location
and the locations of the books and records concerning the Collateral.
 

Section 4.05                              [Reserved].
 

Section 4.06                              Instruments and Chattel Paper. Such Grantor has delivered to the Administrative Agent all Collateral constituting Instruments and
Chattel Paper having the outstanding or stated amount of greater than $1,000,000.  No Collateral constituting Chattel Paper or Instruments contains any
statement therein to the effect that such Collateral has been assigned to an identified party other than the Administrative Agent, and the grant of a security
interest in such Collateral in favor of the Administrative Agent hereunder does not violate the rights of any other Person as a secured party.
 

Section 4.07                              Accounts. The amount represented by such Grantor to the Administrative Agent and the Lenders from time to time as owing by
each Account Debtor or by all Account Debtors in respect of the Accounts, Chattel Paper and Payment Intangibles will at such time be the materially correct
amount actually owing by such Account Debtor or Account Debtors thereunder.  The place where each Grantor keeps its records concerning the Accounts,
Chattel Paper and Payment Intangibles is the address set forth on Schedule 6.
 

Section 4.08                              Governmental Obligors. None of the Account Debtors on such Grantor’s Accounts, Chattel Paper or Payment Intangibles is a
Governmental Authority.
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Section 4.09                              Commercial Tort Claims. On the Closing Date, except to the extent listed on Schedule 7, no Grantor has knowledge of rights in

any Commercial Tort Claim with potential value in excess of $1,500,000.
 

Section 4.10                              Intellectual Property.
 

(a)                                 Schedule 9 sets forth as of the Closing Date a true and complete list of all Material Intellectual Property which is registered with the U.S.
Patent and Trademark Office or the U.S. Copyright Office or is the subject of an application for registration, separately identifying that owned and licensed to
such Grantor and including (1) the owner, (2) the title, (3) the jurisdiction in which such item has been registered or otherwise arises or in which an
application for registration has been filed, (4) as applicable, the registration or application number and registration or application date and (5) any IP Licenses
or other rights (including franchises) granted by the Grantor with respect thereto.
 

(b)                                 On the Closing Date, all Material Intellectual Property owned by such Grantor is valid, in full force and effect, subsisting, unexpired and
enforceable, and no Material Intellectual Property has been abandoned. No breach or default of any material IP License shall be caused by any of the
following, and none of the following shall limit or impair the ownership, use, validity or enforceability of, or any rights of such Grantor in, any Material
Intellectual Property:
 

(i)                                     the consummation of the transactions contemplated by any Financing Document or (ii) any holding, decision, judgment or order
rendered by any Governmental Authority.  There are no pending (or, to the knowledge of such Grantor, threatened) actions, investigations, suits, proceedings,
audits, claims, demands, orders or disputes challenging the ownership, use, validity, enforceability of, or such Grantor’s rights in, any Material Intellectual
Property of such Grantor. To such Grantor’s knowledge, no Person has been or is infringing, misappropriating, diluting, violating or otherwise impairing any
Material Intellectual Property of such Grantor.  Such Grantor, and to such Grantor’s knowledge each other party thereto, is not in material breach or default of
any material IP License.
 

ARTICLE V
Covenants

 
Each Grantor covenants and agrees that, from and after the date of this Agreement until Security Termination:

 
Section 5.01                              Covenants in Credit Agreement. In the case of each Grantor, such Grantor shall take, or shall refrain from taking, as the case may

be, each action that is necessary to be taken or not taken, as the case may be, so that no Default or Event of Default is caused by the failure to take such action
or to refrain from taking such action by such Grantor or any of its Subsidiaries.
 

Section 5.02                              Maintenance of Perfected Security Interest; Further Documentation.
 

(a)                                 Such Grantor shall maintain the security interest created by this Agreement as a perfected security interest (subject only to Permitted
Encumbrances) and shall defend such security interest against the claims and demands of all Persons whomsoever.
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(b)                                 At any time and from time to time, and at the sole expense of such Grantor, such Grantor will promptly and duly give, execute, deliver,

indorse, file or record any and all financing statements, continuation statements, amendments, notices (including, without limitation, notifications to
financial institutions and any other Person), contracts, agreements, assignments, certificates, stock powers or other instruments, obtain any and all
governmental approvals and consents and take or cause to be taken any and all steps or acts that may be necessary or as the Administrative Agent or any
Secured Party may reasonably request to create, perfect, establish the priority of, or to preserve the validity, perfection or priority of, the Liens granted by this
Agreement or to enable the Administrative Agent or any other Secured Party to enforce its rights, remedies, powers and privileges under this Agreement with
respect to such Liens or to otherwise obtain or preserve the full benefits of this Agreement and the rights, powers and privileges herein granted.
 

(c)                                  Without limiting the obligations of the Grantors under Section 5.02(b):  (i) upon the reasonable request of the Administrative Agent at the
direction of the Lead Lenders or any other Secured Party, such Grantor shall take or cause to be taken all actions (other than any actions required to be taken
by the Administrative Agent at the direction of the Lead Lenders or any Lender) reasonably requested by the Administrative Agent to cause the
Administrative Agent to (A) have “control” (within the meaning of Sections 9-104, 9-105, 9-106, and 9-107 of the UCC) over any Collateral constituting
Deposit Accounts, Electronic Chattel Paper, Investment Property, or Letter-of-Credit Rights, including, without limitation, executing and delivering any
agreements, in form and substance satisfactory to the Lead Lenders, with securities intermediaries, Borrowers or other Persons in order to establish “control”,
and each Grantor shall promptly notify the Administrative Agent and the other Secured Parties of such Grantor’s acquisition of any such Collateral, and
(B) be a “protected purchaser” (as defined in Section 8-303 of the UCC); (ii) with respect to Collateral other than certificated securities and Goods covered by
a document in the possession of a Person other than such Grantor or the Administrative Agent, such Grantor shall obtain written acknowledgment that such
Person holds possession for the Administrative Agent’s benefit; and (iii) with respect to any Collateral constituting Goods that are in the possession of a
bailee, such Grantor shall provide prompt notice to the Administrative Agent of any such Collateral then in the possession of such bailee, and such Grantor
shall take or cause to be taken all actions (other than any actions required to be taken by the Administrative Agent or any other Secured Party) necessary or
reasonably requested by the Administrative Agent to cause the Administrative Agent to have a perfected security interest in such Collateral under applicable
law.
 

(d)                                 This Section 5.02 and the obligations imposed on each Grantor by this Section 5.02 shall be interpreted as broadly as possible in favor of
the Administrative Agent and the other Secured Parties in order to effectuate the purpose and intent of this Agreement.
 

Section 5.03                              Maintenance of Records.  Such Grantor will keep and maintain, at its own cost and expense records of the Collateral in accordance
with sound and prudent business practices. For the Administrative Agent’s and the other Secured Parties’ further security, the Administrative Agent, for the
ratable benefit of the Secured Parties, shall have a security interest in all of such Grantor’s books and records pertaining to the Collateral, and such Grantor
shall allow inspection of any such books and records by the Administrative Agent, any Lender or by their representatives during normal business hours at the
reasonable request of the
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Administrative Agent or any Lender and shall provide such clerical and other assistance as may be reasonably requested with regard thereto.
 

Section 5.04                              Further Identification of Collateral.  Such Grantor will furnish to the Administrative Agent and the Secured Parties from time to
time, at such Grantor’s sole cost and expense, statements and schedules further identifying and describing the Collateral and such other reports in connection
with the Collateral as the Administrative Agent may reasonably request, all in reasonable detail.
 

Section 5.05                              [Reserved].
 

Section 5.06                              Notices. Each Grantor will advise the Administrative Agent and the Lenders promptly, in reasonable detail, of:
 

(a)                                 any Lien (other than security interests created hereby or Permitted Encumbrances) on any of the Collateral which could adversely affect the
ability of the Administrative Agent to exercise any of its remedies; or
 

(b)                                 the occurrence of any other event which could reasonably be expected to have a Material Adverse Effect on the aggregate value of the
Collateral or on the security interests created hereby.
 

Section 5.07                              Changes in Name; Location, etc.  Except upon ten (10) days’ prior written notice to the Administrative Agent and delivery to the
Administrative Agent of all additional financing statements and other documents reasonably requested in writing by the Administrative Agent or the
Required Lenders to maintain the validity, perfection and priority of the security interests provided for herein, such Grantor will not:
 

(a)                                 change its jurisdiction of organization or the location of its chief executive office; or.
 

(b)                                 change its name, identity or corporate structure to such an extent that would render any financing statement filed in connection with this
Agreement “seriously misleading” (as such term in used in Section 9-506(b) of the UCC).
 

Section 5.08                              Instruments and Tangible Chattel Paper. If any amount payable under or in connection with any of the Collateral shall be or
become evidenced by any Instrument or Tangible Chattel Paper in the outstanding or stated amount of greater than $1,000,000, such Instrument or Tangible
Chattel Paper shall be promptly, but in any event within twenty (20) days, delivered to the Administrative Agent, duly endorsed in a manner satisfactory to
the Lead Lenders, to be held as Collateral pursuant to this Agreement.
 

Section 5.09                              Commercial Tort Claims. If such Grantor shall at any time hold or acquire a Commercial Tort Claim that satisfies the requirements
of the following sentence, such Grantor shall, within thirty (30) days after such Commercial Tort Claim satisfies such requirements, notify the Administrative
Agent and the other Secured Parties in a writing signed by such Grantor containing a brief description thereof, and granting to the Administrative Agent in
such writing (for the benefit of the Secured Parties) a security interest therein and in the Proceeds
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thereof, all upon the terms of this Agreement, with such writing to be in form and substance satisfactory to the Lead Lenders.  The provisions of the preceding
sentence shall apply only to a Commercial Tort Claim that satisfies the following requirements:  (i) the monetary value claimed by or payable to the relevant
Grantor in connection with such Commercial Tort Claim shall exceed $1,500,000, and (ii) either (A) such Grantor shall have filed a law suit or counterclaim
or otherwise commenced legal proceedings (including, without limitation, arbitration proceedings) against the Person against whom such Commercial Tort
Claim is made, or (B) such Grantor and the Person against whom such Commercial Tort Claim is asserted shall have entered into a settlement agreement with
respect to such Commercial Tort Claim. In addition, to the extent that the existence of any Commercial Tort Claim held or acquired by any Grantor is
disclosed by such Grantor in any public filing with the Securities Exchange Commission or any successor thereto or analogous Governmental Authority, or
to the extent that the existence of any such Commercial Tort Claim is disclosed in any press release issued by any Grantor, then, upon the request of the
Administrative Agent or the Lead Lenders, the relevant Grantor shall, within thirty (30) days after such request is made, transmit to the Administrative Agent
and the other Secured Parties a writing signed by such Grantor containing a brief description of such Commercial Tort Claim and granting to the
Administrative Agent in such writing (for the benefit of the Secured Parties) a security interest therein and in the Proceeds thereof, all upon the terms of this
Agreement, with such writing to be in form and substance satisfactory to the Lead Lenders.
 

Section 5.10                              Intellectual Property.
 

(a)                                 Within thirty (30) days after any change to Schedule 9 for such Grantor, such Grantor shall provide Administrative Agent and the Lead
Lenders notification thereof and the short-form intellectual property agreements and assignments as described in this Section 5.10 and any other documents
that Administrative Agent reasonably requests with respect thereto.
 

(b)                                 Such Grantor shall (and shall cause all its licensees to) (i) (1) continue to use each Trademark included in the Material Intellectual Property
in order to maintain such Trademark in full force and effect with respect to each class of goods for which such Trademark is currently used, free from any
claim of abandonment for non-use, (2) maintain at least the same standards of quality of products and services offered under such Trademark as are currently
maintained, (3) use such Trademark with the appropriate notice of registration and all other notices and legends required by applicable Requirements of Law
and (4) not adopt or use any other Trademark that is confusingly similar or a colorable imitation of such Trademark unless the Administrative Agent shall
obtain a perfected security interest in such other Trademark pursuant to this Agreement and (ii) not do any act or omit to do any act whereby (w) such
Trademark (or any goodwill associated therewith) may become destroyed, invalidated, impaired or harmed in any way, (x) any Patent included in the
Material Intellectual Property may become forfeited, misused, unenforceable, abandoned or dedicated to the public, or (y) any portion of the Copyrights
included in the Material Intellectual Property may become invalidated, otherwise impaired or fall into the public domain.
 

(c)                                  Such Grantor shall notify the Administrative Agent and the Lead Lenders immediately if it knows, or has reason to know, that any
application or registration relating to any Material Intellectual Property may become forfeited, misused, unenforceable, abandoned or dedicated to the public,
or of any adverse determination or development regarding the validity or
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enforceability or such Grantor’s ownership of, interest in, right to use, register, own or maintain any Material Intellectual Property (including the institution
of, or any such determination or development in, any proceeding relating to the foregoing in any Applicable IP Office).  Such Grantor shall take all actions
that are necessary or reasonably requested by Administrative Agent to maintain and pursue each application (and to obtain the relevant registration or
recordation) and to maintain each registration and recordation included in the Material Intellectual Property.
 

(d)                                 Such Grantor shall not knowingly do any act or omit to do any act to infringe, misappropriate, dilute, violate or otherwise impair the
Intellectual Property of any other Person. In the event that any Material Intellectual Property of such Grantor is or has been infringed, misappropriated,
violated, diluted or otherwise impaired by a third party, such Grantor shall take such action as it reasonably deems appropriate under the circumstances in
response thereto, including promptly bringing suit and recovering all damages therefor.
 

(e)                                  Such Grantor shall execute and deliver to Administrative Agent in form and substance reasonably acceptable to Administrative Agent and
suitable for filing in the Applicable IP Office the short-form intellectual property security agreements in the form attached hereto as Annex 2 for all
Copyrights, Trademarks, Patents and IP Licenses of such Grantor.
 

ARTICLE VI
Remedial Provisions

 
Section 6.01                              [Reserved].

 
Section 6.02                              Collections on Accounts, Etc.  The Administrative Agent hereby authorizes each Grantor to collect upon the

Accounts, Instruments, Chattel Paper and Payment Intangibles and the Administrative Agent may (in consultation with the Lead Lenders) curtail or terminate
said authority at any time after the occurrence and during the continuance of an Event of Default. Upon the request of the Administrative Agent (at the
direction of the Lead Lenders), at any time after the occurrence and during the continuance of an Event of Default, each Grantor shall notify the Account
Debtors that the applicable Accounts, Chattel Paper and Payment Intangibles have been assigned to the Administrative Agent for the ratable benefit of the
Secured Parties and that payments in respect thereof shall be made directly to the Administrative Agent. Upon the occurrence and during the continuance of
an Event of Default, the Administrative Agent may in its own name or in the name of others communicate with the Account Debtors to verify with them to its
satisfaction (as determined in consultation with the Lead Lenders) the existence, amount and terms of any Accounts, Chattel Paper or Payment Intangibles.
 

Section 6.03                              Proceeds. If required by the Administrative Agent at any time after the occurrence and during the continuance of an Event of
Default, any payments of Accounts, Instruments, Chattel Paper and Payment Intangibles, when collected or received by each Grantor, and any other cash or
non-cash Proceeds received by each Grantor upon the sale or other disposition of any Collateral, shall be forthwith (and, in any event, within two (2) Business
Days) deposited by such Grantor in the exact form received, duly indorsed by such Grantor to the Administrative Agent if required, in a special collateral
account maintained by the Administrative Agent, subject to withdrawal by the Administrative Agent at the direction of the Lead Lenders for the ratable
benefit of the Secured Parties only, as hereinafter provided, and,
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until so turned over, shall be held by such Grantor in trust for the Administrative Agent for the ratable benefit of the Secured Parties, segregated from other
funds of any such Grantor.  Each deposit of any such Proceeds shall be accompanied by a report identifying in reasonable detail the nature and source of the
payments included in the deposit.  All Proceeds (including, without limitation, Proceeds constituting collections of Accounts, Chattel Paper, Instruments)
while held by the Administrative Agent (or by any Grantor in trust for the Administrative Agent for the ratable benefit of the Secured Parties) shall continue
to be collateral security for all of the Obligations and shall not constitute payment thereof until applied as hereinafter provided.  At such intervals as may be
agreed upon by each Grantor and the Administrative Agent, or, if an Event of Default shall have occurred and be continuing, at any time at the Lead Lenders’
election, the Administrative Agent shall apply all or any part of the funds on deposit in said special collateral account on account of the Obligations in
accordance with Section 2.10 of the Credit Agreement.
 

Section 6.04                              Remedies.
 

(a)                                 If an Event of Default t shall occur and be continuing, the Administrative Agent at the direction of the Lead Lenders, on behalf of the
Secured Parties, may exercise in its discretion, in addition to all other rights, remedies, powers and privileges granted to them in this Agreement, the other
Financing Documents, any Secured Swap Agreement, and in any other instrument or agreement securing, evidencing or relating to the Obligations, all rights,
remedies, powers and privileges of a secured party under applicable law or otherwise available at law or equity. Without limiting the generality of the
foregoing, the Administrative Agent at the direction of the Lead Lenders, without demand of performance or other demand, presentment, protest,
advertisement or notice of any kind (except any notice required by law referred to below) to or upon any Grantor or any other Person (all and each of which
demands, defenses, advertisements and notices are hereby waived), may in such circumstances forthwith collect, receive, appropriate and realize upon the
Collateral, or any part thereof, and/or may forthwith sell, lease, assign, give option or options to purchase, or otherwise dispose of and deliver the Collateral
or any part thereof (or contract to do any of the foregoing), in one or more parcels at public or private sale or sales, at any exchange, broker’s board or office of
the Administrative Agent or any other Secured Party or elsewhere upon such terms and conditions as it may deem advisable and at such prices as it may deem
best, for cash or on credit or for future delivery without assumption of any credit risk.  The Administrative Agent or any other Secured Party shall have the
right upon any such public sale or sales, and, to the extent permitted by law, upon any such private sale or sales, to purchase the whole or any part of the
Collateral so sold, free of any right or equity of redemption in any Grantor, which right or equity is hereby waived and released.  If an Event of Default shall
occur and be continuing, each Grantor further agrees, at the Administrative Agent’s request (acting at the direction of the Lead Lenders), to assemble the
Collateral and make it available to the Administrative Agent at places which the Lead Lenders shall reasonably select, whether at such Grantor’s premises or
elsewhere.  Any such sale or transfer by the Administrative Agent either to itself or to any other Person shall be absolutely free from any claim of right by
Grantor, including any equity or right of redemption, stay or appraisal which Grantor has or may have under any rule of law, regulation or statute now
existing or hereafter adopted. Upon any such sale or transfer, the Administrative Agent at the direction of the Lead Lenders shall have the right to deliver,
assign and transfer to the purchaser or transferee thereof the Collateral so sold or transferred.  The Administrative Agent shall apply
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the net proceeds of any action taken by it pursuant to this Section 6.04, after deducting all reasonable costs and expenses of every kind incurred in
connection therewith or incidental to the care or safekeeping of any of the Collateral or in any way relating to the Collateral or the rights of the
Administrative Agent and the other Secured Parties hereunder, including, without limitation, reasonable attorneys’ fees and disbursements, in accordance
with the applicable Intercreditor Agreement, or if no Intercreditor Agreement is then in effect, then in accordance with Section 2.10 of the Credit Agreement,
and only after such application and after the payment by the Administrative Agent of any other amount required by any provision of law, including, without
limitation, Section 9-615 of the UCC, will the Administrative Agent account for the surplus, if any, to any Grantor.  To the extent permitted by applicable
law, each Grantor waives all claims, damages and demands it may acquire against the Administrative Agent or any other Secured Party arising out of the
exercise by them of any rights hereunder, except to the extent caused by the gross negligence or willful misconduct of the Administrative Agent or such
Secured Parties or their respective agents (as determined by a final non-appealable judgment of a court of competent jurisdiction).  If any notice of a proposed
sale or other disposition of Collateral shall be required by law, such notice shall be deemed reasonable and proper if given at least ten (10) days before such
sale or other disposition.
 

(b)                                 In the event that the Administrative Agent at the direction of the Lead Lenders elects not to sell the Collateral, the Administrative Agent
retains its rights to dispose of or utilize the Collateral or any part or parts thereof in any manner authorized or permitted by law or in equity, and to apply the
proceeds of the same towards payment of the Obligations.  Each and every method of disposition of the Collateral described in this Agreement shall
constitute disposition in a commercially reasonable manner.  The Administrative Agent at the direction of the Lead Lenders may appoint any Person as agent
to perform any act or acts necessary or incident to any sale or transfer of the Collateral.
 

Section 6.05                              [Reserved].
 

Section 6.06                              Deficiency. Each Grantor shall remain liable for any deficiency if the proceeds of any sale or other disposition of the Collateral are
insufficient to pay its Obligations and the fees and disbursements of any attorneys employed by the Administrative Agent or any other Secured Party to
collect such deficiency.
 

Section 6.07                              Non-Judicial Enforcement. The Administrative Agent at the direction of the Lead Lenders may enforce its rights hereunder without
prior judicial process or judicial hearing, and to the extent permitted by law, each Grantor expressly waives any and all legal rights which might otherwise
require the Administrative Agent to enforce its rights by judicial process. The proceeds of any sale of the Collateral or any part thereof and all other monies
received by any Secured Party in any proceedings for the enforcement hereof or otherwise, whose application has not elsewhere herein been specifically
provided for, shall be applied in the following order: first, to all fees, costs, indemnities, liabilities, obligations and expenses incurred by or owing to
Administrative Agent with respect to this Agreement, the other Financing Documents or the Collateral, second, to all fees, costs, indemnities and expenses
incurred by or owing to any Lender with respect to this Agreement, the other Financing Documents or the Collateral, third, to accrued and unpaid interest on
the Obligations, fourth, to the principal
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amount of the Obligations outstanding, and fifth, to any other indebtedness or obligations of Borrower owing to Administrative Agent or any Lender under
the Financing Documents.
 

Section 6.08                              IP Licenses.  For the purpose of enabling the Administrative Agent to exercise rights and remedies under this Article VI (including
in order to take possession of, collect, receive, assemble, process, appropriate, remove, realize upon, sell, assign, convey, transfer or grant options to purchase
any Collateral) at such time as Administrative Agent shall be lawfully entitled to exercise such rights and remedies, each Grantor hereby grants to
Administrative Agent, for the benefit of the Secured Parties, (i) an irrevocable, nonexclusive, worldwide license (exercisable without payment of royalty or
other compensation to such Grantor), including in such license the right to sublicense, use and practice any Intellectual Property now owned or hereafter
acquired by such Grantor and (ii) an irrevocable license (without payment of rent or other compensation to such Grantor) to use, operate and occupy all real
Property owned, operated, leased, subleased or otherwise occupied by such Grantor.
 

ARTICLE VII
The Administrative Agent

 
Section 7.01                              Administrative Agent’s Appointment as Attorney-in-Fact, Etc.

 
(a)                                 Each Grantor hereby irrevocably constitutes and appoints the Administrative Agent and any officer or agent thereof, with full power of

substitution, as its true and lawful attorney-in-fact with full irrevocable power and authority in the place and stead of such Grantor and in the name of such
Grantor or in its own name, for the purpose of carrying out the terms of this Agreement, to take any and all reasonably appropriate action and to execute any
and all documents and instruments which may be reasonably necessary or desirable to accomplish the purposes of this Agreement, and, without limiting the
generality of the foregoing, each Grantor hereby gives the Administrative Agent the power and right, on behalf of such Grantor, without notice to or assent by
such Grantor, to do any or all of the following:
 

(i)                                     pay or discharge taxes and Liens levied or placed on or threatened against the Collateral, effect any repairs or any insurance called
for by the terms of this Agreement and pay all or any part of the premiums therefor and the costs thereof;
 

(ii)                                  execute, in connection with any sale provided for in Section 6.04 or Section 6.05, any endorsements, assignments or other
instruments of conveyance or transfer with respect to the Collateral; and
 

(iii)                               (A) direct any party liable for any payment under any of the Collateral to make payment of any and all moneys due or to become
due thereunder directly to the Administrative Agent or as the Administrative Agent at the direction of the Lead Lenders shall direct; (B) take possession of
and indorse and collect any checks, drafts, notes, acceptances or other instruments for the payment of moneys due under any Account, Instrument, General
Intangible, Chattel Paper or Payment Intangible or with respect to any other Collateral, and to file any claim or to take any other action or proceeding in any
court of law or equity or otherwise deemed appropriate by the Administrative Agent at the direction of the Lead Lenders for the purpose of collecting any all
such moneys due under any Account, Instrument or  General
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Intangible or with respect to any other Collateral whenever payable; (C) ask or demand for, collect, and receive payment of and receipt for, any and all
moneys, claims and other amounts due or to become due at any time in respect of or arising out of any Collateral; (D) sign and indorse any invoices, freight or
express bills, bills of lading, storage or warehouse receipts, drafts against debtors, assignments, verifications, notices and other documents in connection with
any of the Collateral; (E) receive, change the address for delivery, open and dispose of mail addressed to any Grantor, and to execute, assign and indorse
negotiable and other instruments for the payment of money, documents of title or other evidences of payment, shipment or storage for any form of Collateral
on behalf of and in the name of any Grantor; (F) commence and prosecute any suits, actions or proceedings at law or in equity in any court of competent
jurisdiction to collect the Collateral or any portion thereof and to enforce any other right in respect of any Collateral; (G) defend any suit, action or
proceeding brought against such Grantor with respect to any Collateral; (H) settle, compromise or adjust any such suit, action or proceeding and, in
connection therewith, give such discharges or releases as the Administrative Agent at the direction of the Lead Lenders may deem appropriate; (I) generally,
sell, transfer, pledge and make any agreement with respect to or otherwise deal with any of the Collateral as fully and completely as though the
Administrative Agent were the absolute owner thereof for all purposes, and do, at the Administrative Agent’s option, at the direction of the Lead Lenders, and
such Grantor’s expense, at any time, or from time to time, all acts and things which the Administrative Agent deems necessary to protect, preserve or realize
upon the Collateral and the Administrative Agent’s and the other Secured Parties’ security interests therein and to effect the intent of this Agreement, all as
fully and effectively as such Grantor might do, (J) in the case of any Intellectual Property owned by or licensed to such Grantor, execute, deliver and have
recorded any document that Administrative Agent may request to evidence, effect, publicize or record Administrative Agent’s security interest in such
Intellectual Property and the goodwill and general intangibles of such Grantor relating thereto or represented thereby and (K) assign any Intellectual Property
owned by such Grantor or any IP Licenses of such Grantor throughout the world on such terms and conditions and in such a manner as Administrative Agent
shall determine (in consultation with the Lead Lenders), including the execution and filing of any document necessary to effectuate and record such
assignment.
 

Anything in this Section 7.01(a) to the contrary notwithstanding, the Administrative Agent agrees that it will not exercise any rights under the power
of attorney provided for in this Section 7.01(a) unless an Event of Default shall have occurred and be continuing.
 

(b)                                 If any Grantor fails to perform or comply with any of its agreements contained herein within the applicable grace periods, the Lead Lenders
may direct the Administrative Agent, at their option, but without any obligation so to do, to perform or comply, or otherwise cause performance or
compliance, with such agreement.
 

(c)                                  The reasonable expenses of the Administrative Agent incurred in connection with actions undertaken as provided in this Section 7.01,
together with interest thereon at the Default Rate, but in no event to exceed the Highest Lawful Rate, from the date of payment by the Administrative Agent
to the date reimbursed by the relevant Grantor, shall be payable by such Grantor to the Administrative Agent on demand.
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(d)                                 Each Grantor hereby ratifies all that said attorneys shall lawfully do or cause to be done by virtue and in compliance hereof.  All powers,

authorizations and agencies contained in this Agreement are coupled with an interest and are irrevocable until this Agreement is terminated and the security
interests created hereby are released.
 

Section 7.02                              Duty of Administrative Agent. The Administrative Agent’s sole duty with respect to the custody, safekeeping and physical
preservation of the Collateral in its possession, under Section 9-207 of the UCC or otherwise, shall be to deal with it in the same manner as the Administrative
Agent deals with similar property for its own account and shall be deemed to have exercised reasonable care in the custody and preservation of the Collateral
in its possession if the Collateral is accorded treatment substantially equal to that which comparable secured parties accord comparable collateral.  Neither
the Administrative Agent, any other Secured Party nor any of their respective officers, directors, employees or agents shall be liable for failure to demand,
collect or realize upon any of the Collateral or for any delay in doing so or shall be under any obligation to sell or otherwise dispose of any Collateral upon
the request of any Grantor or any other Person or to take any other action whatsoever with regard to the Collateral or any part thereof. The powers conferred
on the Administrative Agent and the other Secured Parties hereunder are solely to protect the Administrative Agent’s and the other Secured Parties’ interests
in the Collateral and shall not impose any duty upon the Administrative Agent or any other Secured Party to exercise any such powers.  The Administrative
Agent and the other Secured Parties shall be accountable only for amounts that they actually receive as a result of the exercise of such powers, and neither
they nor any of their officers, directors, employees or agents shall be responsible to any Grantor for any act or failure to act hereunder, except for their own
gross negligence or willful misconduct (as determined by a final non-appealable judgment of a court of competent jurisdiction).  To the fullest extent
permitted by applicable law, the Administrative Agent and the Secured Parties shall be under no duty whatsoever to make or give any presentment, notice of
dishonor, protest, demand for performance, notice of nonperformance, notice of intent to accelerate, notice of acceleration, or other notice or demand in
connection with any Collateral or the Obligations, or to take any steps necessary to preserve any rights against any Grantor or other Person or ascertaining or
taking action with respect to calls, conversions, exchanges, maturities, tenders or other matters relative to any Collateral, whether or not it has or is deemed to
have knowledge of such matters.  Each Grantor, to the extent permitted by applicable law, waives any right of marshaling in respect of any and all Collateral,
and waives any right to require the Administrative Agent or any other Secured Party to proceed against any Grantor or other Person, exhaust any Collateral or
enforce any other remedy which the Administrative Agent or any other Secured Party now has or may hereafter have against each Grantor, any Grantor or
other Person.
 

Section 7.03                              Financing Statements. Pursuant to the UCC and any other applicable law, each Grantor authorizes the Administrative Agent, its
counsel or its representative, at any time and from time to time, to file or record financing statements, continuation statements, amendments thereto and other
filing or recording documents or instruments with respect to the Collateral without the signature of such Grantor in such form and in such offices as the Lead
Lenders reasonably determine necessary or appropriate to perfect the security interests of the Administrative Agent under this Agreement. Additionally, each
Grantor authorizes the Administrative Agent, its counsel or its representative, at any time and from time to time, to file or record such financing statements
that describe the collateral covered thereby as “all assets of
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the Grantor”, “all personal property of the Grantor” or words of similar effect.  A photographic or other reproduction of this Agreement shall be sufficient as a
financing statement or other filing or recording document or instrument for filing or recording in any jurisdiction.
 

Section 7.04                              Authority of Administrative Agent.  Each Grantor acknowledges that the rights and responsibilities of the Administrative Agent
under this Agreement with respect to any action taken by the Administrative Agent or the exercise or non-exercise by the Administrative Agent of any
option, voting right, request, judgment or other right or remedy provided for herein or resulting or arising out of this Agreement shall, as between the
Administrative Agent and the other Secured Parties, be governed by such other agreements with respect thereto as may exist from time to time among them,
but, as between the Administrative Agent and the Grantors, the Administrative Agent shall be conclusively presumed to be acting as agent for the Secured
Parties with full and valid authority so to act or refrain from acting, and no Grantor shall be under any obligation, or entitlement, to make any inquiry
respecting such authority.
 

ARTICLE VIII
Subordination of Indebtedness

 
Section 8.01                              Subordination of All Grantor Claims. As used herein, the term “Grantor Claims” shall mean all debts and obligations of any

Grantor, whether such debts and obligations now exist or are hereafter incurred or arise, or whether the obligation of the debtor thereon be direct, contingent,
primary, secondary, several, joint and several, or otherwise, and irrespective of whether such debts or obligations be evidenced by note, contract, open
account, or otherwise, and irrespective of the Person or Persons in whose favor such debts or obligations may, at their inception, have been, or may hereafter
be created, or the manner in which they have been or may hereafter be acquired by. After and during the continuation of an Event of Default, no Grantor shall
receive or collect, directly or indirectly, from any obligor in respect thereof any amount upon the Grantor Claims.
 

Section 8.02                              Claims in Bankruptcy.  In the event of receivership, bankruptcy, reorganization, arrangement, debtor’s relief or other insolvency
proceedings involving any Grantor, (a) the Administrative Agent on behalf of the Secured Parties shall have the right to prove their claim in any proceeding,
so as to establish their rights hereunder and receive directly from the receiver, trustee or other court custodian, dividends and payments which would
otherwise be payable upon Grantor Claims and (b) each Grantor hereby assigns such dividends and payments to the Administrative Agent for the benefit of
the Secured Parties for application against the Obligations as provided under the terms of the applicable Intercreditor Agreement, and if no Intercreditor
Agreement is then in effect, then as provided in Section 2.10 of the Credit Agreement.  Should the Administrative Agent or any Secured Party receive, for
application upon the Obligations, any such dividend or payment which is otherwise payable to any Grantor, and which, as between such Grantor, shall
constitute a credit upon the Grantor Claims, then upon Security Termination, the intended recipient shall become subrogated to the rights of the
Administrative Agent and the other Secured Parties to the extent that such payments to the Administrative Agent and the other Secured Parties on the Grantor
Claims have contributed toward the liquidation of the Obligations, and such subrogation shall be with respect to that proportion of the Obligations which
would have been unpaid if the Administrative Agent and the other Secured Parties had not received dividends or payments upon the Grantor Claims.
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Section 8.03                              Payments Held in Trust.  In the event that notwithstanding Section 8.01 and Section 8.02, any Grantor should receive any funds,

payments, claims or distributions that are prohibited by such Sections, then it agrees: (a) to hold in trust for the Administrative Agent and the other Secured
Parties an amount equal to the amount of all funds, payments, claims or distributions so received, and (b) that it shall have absolutely no dominion over the
amount of such funds, payments, claims or distributions except to pay them promptly to the Administrative Agent, for the benefit of the Secured Parties; and
each Grantor covenants promptly to pay the same to the Administrative Agent.
 

Section 8.04                              Liens Subordinate. Each Grantor agrees that, until Security Termination, any Liens securing payment of the Grantor Claims shall
be and remain inferior and subordinate to any Liens securing payment of the Obligations, regardless of whether such encumbrances in favor of such Grantor,
the Administrative Agent or any other Secured Party presently exist or are hereafter created or attach.  Without the prior written consent of the Administrative
Agent, no Grantor, during the period prior to Security Termination, shall (a) exercise or enforce any creditor’s right it may have against any debtor in respect
of the Grantor Claims, or (b) foreclose, repossess, sequester or otherwise take steps or institute any action or proceeding (judicial or otherwise, including
without limitation the commencement of or joinder in any liquidation, bankruptcy, rearrangement, debtor’s relief or insolvency proceeding) to enforce any
Lien held by it.
 

Section 8.05                              Notation of Records. Upon the reasonable request of the Administrative Agent, all promissory notes and all accounts receivable
ledgers or other evidence of the Grantor Claims accepted by or held by any Grantor shall contain a specific written notice thereon that the indebtedness
evidenced thereby is subordinated under the terms of this Agreement.
 

ARTICLE IX
Miscellaneous

 
Section 9.01                              Waiver. No failure on the part of the Administrative Agent or any other Secured Party to exercise and no delay in exercising, and

no course of dealing with respect to, any right, remedy, power or privilege under any of the Financing Documents shall operate as a waiver thereof, nor shall
any single or partial exercise of any right, power or privilege under any of the Financing Documents preclude any other or further exercise thereof or the
exercise of any other right, remedy, power or privilege.  The rights, remedies, powers and privileges provided herein are cumulative and not exclusive of any
rights, remedies, powers and privileges provided by law. The exercise by the Administrative Agent or any Secured Party of any one or more of the rights,
powers and remedies herein shall not be construed as a waiver of any other rights, powers and remedies, including, without limitation, any rights of set-off.
 

Section 9.02                              Notices. All notices and other communications provided for herein shall be given in the manner and subject to the terms of
Section 11.3 of the Credit Agreement; provided that any such notice, request or demand to or upon any Grantor shall be addressed to such Grantor at its
notice address set forth on Schedule 1.
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Section 9.03                              Payment of Expenses, Indemnities, Etc.

 
(a)                                 Each Grantor agrees that the Administrative Agent and each other Secured Party shall be entitled to reimbursement of its expenses incurred

hereunder and indemnification as provided in Article 9 of the Credit Agreement.
 

(b)                                 Any such amounts payable as provided hereunder shall be additional Obligations secured hereby and by the other Financing Documents. 
The provisions of this Section 9.03 shall remain operative and in full force and effect regardless of of the termination of this Agreement or any other
Financing Document, the consummation of the transactions contemplated hereby, the repayment of the Obligations, the invalidity or unenforceability of any
term or provision of this Agreement or any other Financing Document, or any investigation made by or on behalf of the Administrative Agent or any other
Secured Party.
 

Section 9.04                              Amendments in Writing. None of the terms or provisions of this Agreement may be waived, amended, supplemented or otherwise
modified except in accordance with the Credit Agreement.
 

Section 9.05                              Successors and Assigns. The provisions of this Agreement shall be binding upon each Grantor and its successors and assigns and
shall inure to the benefit of the Administrative Agent and the other Secured Parties and their respective successors and assigns; provided that such transfers
and assignments are permitted by and have been made pursuant to the Credit Agreement.
 

Section 9.06                              Invalidity.  In the event that any one or more of the provisions contained in this Agreement or in any of the Financing Documents
to which a Grantor is a party shall, for any reason, be held invalid, illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall
not affect any other provision of this Agreement or such other Financing Document.
 

Section 9.07                              Counterparts. This Agreement may be executed in any number of counterparts, all of which taken together shall constitute one and
the same instrument and any of the parties hereto may execute this Agreement by signing any such counterpart.
 

Section 9.08                              Survival. The obligations of the parties under Section 9.03 shall survive Security Termination.  To the extent that any payments
on the Obligations or proceeds of any Collateral are subsequently invalidated, declared to be fraudulent or preferential, set aside or required to be repaid to a
trustee, debtor in possession, receiver or other Person under any bankruptcy law, common law or equitable cause, then to such extent, the Obligations so
satisfied shall be revived and continue as if such payment or proceeds had not been received and the Administrative Agent’s and the other Secured Parties’
Liens, security interests, rights, powers and remedies under this Agreement and each Collateral Document shall continue in full force and effect. In such
event, each Collateral Document shall be automatically reinstated and each Grantor shall take such action as may be reasonably requested by the
Administrative Agent to effect such reinstatement.
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Section 9.09                              Captions. Captions and section headings appearing herein are included solely for convenience of reference and are not intended to

affect the interpretation of any provision of this Agreement.
 

Section 9.10                              No Oral Agreements. This Agreement, the Credit Agreement, the other Financing Documents and the Secured Swap Agreements
embody the entire agreement and understanding between the parties and supersede all other agreements and understandings between such parties relating to
the subject matter hereof and thereof.  This Agreement, the Credit Agreement, the other Financing Documents and the Secured Swap Agreements represent the
final agreement between the parties and may not be contradicted by evidence of prior, contemporaneous or subsequent oral agreements of the parties.  There
are no unwritten oral agreements between the parties.
 

Section 9.11                              Governing Law; Submission to Jurisdiction.EXCEPT AS OTHERWISE SET FORTH IN THE MORTGAGES, THIS AGREEMENT,
EACH NOTE AND EACH OTHER FINANCING DOCUMENT, AND ALL MATTERS RELATING HERETO OR THERETO OR ARISING THEREFROM
(WHETHER SOUNDING IN CONTRACT LAW, TORT LAW OR OTHERWISE), SHALL BE GOVERNED BY, AND SHALL BE CONSTRUED AND
ENFORCED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK, WITHOUT REGARD TO CONFLICTS OF LAWS PRINCIPLES.
BORROWER HEREBY CONSENTS TO THE JURISDICTION OF ANY STATE OR FEDERAL COURT LOCATED WITHIN THE BOROUGH OF
MANHATTAN, CITY OF NEW YORK, STATE OF NEW YORK AND IRREVOCABLY AGREES THAT, SUBJECT TO ADMINISTRATIVE AGENT’S
ELECTION, ALL ACTIONS OR PROCEEDINGS ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE OTHER FINANCING DOCUMENTS
SHALL BE LITIGATED IN SUCH COURTS.  BORROWER EXPRESSLY SUBMITS AND CONSENTS TO THE JURISDICTION OF THE AFORESAID
COURTS AND WAIVES ANY DEFENSE OF FORUM NON CONVENIENS.  BORROWER HEREBY WAIVES PERSONAL SERVICE OF ANY AND ALL
PROCESS AND AGREES THAT ALL SUCH SERVICE OF PROCESS MAY BE MADE UPON BORROWER BY CERTIFIED OR REGISTERED MAIL,
RETURN RECEIPT REQUESTED, ADDRESSED TO BORROWER AT THE ADDRESS SET FORTH IN THIS AGREEMENT AND SERVICE SO MADE
SHALL BE COMPLETE TEN (10) DAYS AFTER THE SAME HAS BEEN POSTED.
 

Section 9.12                              Waiver of Jury Trial. EACH OF BORROWER, ADMINISTRATIVE AGENT AND LENDERS HEREBY IRREVOCABLY WAIVES
ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THE FINANCING
DOCUMENTS OR THE TRANSACTIONS CONTEMPLATED THEREBY AND AGREES THAT ANY SUCH ACTION OR PROCEEDING SHALL BE TRIED
BEFORE A COURT AND NOT BEFORE A JURY. EACH OF BORROWER, ADMINISTRATIVE AGENT AND EACH LENDER ACKNOWLEDGES THAT
THIS WAIVER IS A MATERIAL INDUCEMENT TO ENTER INTO A BUSINESS RELATIONSHIP, THAT EACH HAS RELIED ON THE WAIVER IN
ENTERING INTO THIS AGREEMENT AND THE OTHER FINANCING DOCUMENTS, AND THAT EACH WILL CONTINUE TO RELY ON THIS WAIVER
IN THEIR RELATED FUTURE DEALINGS.  EACH OF BORROWER, ADMINISTRATIVE AGENT AND EACH LENDER WARRANTS AND REPRESENTS
THAT EACH HAS HAD THE OPPORTUNITY OF
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REVIEWING THIS JURY WAIVER WITH LEGAL COUNSEL, AND THAT EACH KNOWINGLY AND VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS.
 

Section 9.13                              Acknowledgments.  Each Grantor hereby acknowledges that:
 

(a)                                 it has been advised by counsel in the negotiation, execution and delivery of this Agreement;
 

(b)                                 neither the Administrative Agent nor any other Secured Party has any fiduciary relationship with or duty to any Grantor arising out of or in
connection with this Agreement, the Credit Agreement, any of the other Financing Documents, or any Secured Swap Agreement and the relationship between
the Grantors, on the one hand, and the Administrative Agent and the other Secured Parties, on the other hand, in connection herewith or therewith is solely
that of debtor and creditor; and
 

(c)                                  no joint venture is created hereby, by the Credit Agreement, any Secured Swap Agreement or any other Financing Document or by or
otherwise exists by virtue of the transactions contemplated hereby among the Secured Parties or among the Grantors and the Lenders.
 

(d)                                 Each party hereto agrees and covenants that it will not contest the validity or enforceability of any exculpatory provision of this Agreement
and the other Collateral Documents on the basis that the party had no notice or knowledge of such provision or that the provision is not “conspicuous.”
 

(e)                                  Each Grantor warrants and agrees that each of the waivers and consents set forth in this Agreement are made voluntarily and
unconditionally after consultation with outside legal counsel and with full knowledge of their significance and consequences, with the understanding that
events giving rise to any defense or right waived may diminish, destroy or otherwise adversely affect rights which such Grantor otherwise may have against
the Borrower, any other Grantor, the Administrative Agent or the other Secured Parties or any other Person or against any collateral.  If, notwithstanding the
intent of the parties that the terms of this Agreement shall control in any and all circumstances, any such waivers or consents are determined to be
unenforceable under applicable law, such waivers and consents shall be effective to the maximum extent permitted by law.
 

Section 9.14                              Additional Grantors. Each Subsidiary of the Borrower that is required to become a party to this Agreement pursuant to the Credit
Agreement and is not a signatory hereto shall become a Grantor for all purposes of this Agreement upon execution and delivery by such Subsidiary of an
Assumption Agreement in the form of Annex I.
 

Section 9.15                              Set-Off. Each Grantor agrees that, in addition to (and without limitation of) any right of set-off, bankers’ lien or counterclaim a
Secured Party may otherwise have, each Secured Party shall have the right and be entitled (after consultation with the Administrative Agent), at its option, to
offset (i) balances held by it or by any of its Affiliates for account of any Grantor or any Subsidiary at any of its offices, in U.S. dollars or in any other
currency, and (ii) amounts due and payable to such Secured Party under any Secured Swap Agreement, against any principal of or interest on any of such
Secured Party’s Loans, or any other amount due and
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payable to such Secured Party hereunder, which is not paid when due (regardless of whether such balances are then due to such Person), in which case it shall
promptly notify the Borrower, the Administrative Agent and Lead Lenders thereof, provided that such Secured Party’s failure to give such notice shall not
affect the validity thereof.
 

Section 9.16                              Releases.
 

(a)                                 Releases Upon Payment in Full. The grant of a security interest hereunder and all of rights, powers and remedies in connection herewith
shall, to the extent permitted by law, remain in full force and effect until Security Termination or in connection with a transaction described in clause
(b) below.  Upon the occurrence of Security Termination or a transaction described in clause (b) below, the Administrative Agent, at the written request and
expense of the Borrower, will promptly release, reassign and transfer the Collateral to the Grantors and declare this Agreement to be of no further force or
effect subject to the first sentence of Section 9.08 of this Agreement.
 

(b)                                 Further Assurances. Pursuant to Section 10.9 of the Credit Agreement, the Administrative Agent shall (i) release any Lien granted to or held
by the Administrative Agent under any Security Document constituting property sold or disposed of as part of or in connection with any disposition
permitted under any Financing Document (it being understood and agreed that Administrative Agent may conclusively rely without further inquiry on a
certificate of a Responsible Officer as to the sale or other disposition of property being made in full compliance with the provisions of the Financing
Documents) and (ii) release or subordinate any Lien granted to or held by the Administrative Agent under any Security Document constituting property
described in Section 5.2(d) of the Credit Agreement (it being understood and agreed that Administrative Agent may conclusively rely without further inquiry
on a certificate of a Responsible Officer as to the identification of any property described in Section 5.2(d)), in each case, unless such release is prohibited by
any Intercreditor Agreement.  At the request and sole expense of the Borrower, a Grantor shall be released from its obligations hereunder in the event that all
the Capital Stock of such Grantor shall be sold, transferred or otherwise disposed of in a transaction permitted by the Credit Agreement; provided that the
Borrower shall have delivered to the Administrative Agent, at least ten (10) Business Days prior to the date of the proposed release, a written request for
release identifying the relevant Grantor and the terms of the sale or other disposition in reasonable detail, including the price thereof and any expenses in
connection therewith, together with a certification by the Borrower stating that such transaction is in compliance with the Credit Agreement, the Secured
Swap Agreements and the other Financing Documents, in each case, unless such release is prohibited by any Intercreditor Agreement.
 

(c)                                  Retention in Satisfaction. Except as may be expressly applicable pursuant to Section 9-620 of the UCC, no action taken or omission to act
by the Administrative Agent or the other Secured Parties hereunder, including, without limitation, any exercise of voting or consensual rights or any other
action taken or inaction, shall be deemed to constitute a retention of the Collateral in satisfaction of the Obligations or otherwise to be in full satisfaction of
the Obligations, and the Obligations shall remain in full force and effect, until the Administrative Agent and the other Secured Parties shall have applied
payments (including, without limitation,
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collections from Collateral) towards the Obligations in the full amount then outstanding or until such subsequent time as is provided in Section 9.16(a).
 

Section 9.17                              Intercreditor Agreements. Notwithstanding anything herein to the contrary, this Agreement and the exercise of any right or remedy
hereunder are subject to the provisions of any applicable Intercreditor Agreements, and further, to the extent any provision herein contained shall be
inconsistent with any provision contained in any Intercreditor Agreement, the provisions of such Intercreditor Agreement shall prevail.
 

Section 9.18                              Reinstatement. The obligations of each Grantor under this Agreement (including, without limitation, with respect to the guarantee
contained in the Guaranty and the provision of Collateral herein) shall continue to be effective, or be reinstated, as the case may be, if at any time payment, or
any part thereof, of any of the Obligations is rescinded or must otherwise be restored or returned by the Administrative Agent or any other Secured Party upon
the insolvency, bankruptcy, dissolution, liquidation or reorganization of the Borrower or any Grantor, or upon or as a result of the appointment of a receiver,
intervenor or conservator of, or trustee or similar officer for, the Borrower or any Grantor or any substantial part of its property, or otherwise, all as though
such payments had not been made.
 

Section 9.19                              Acceptance.  Each Grantor hereby expressly waives notice of acceptance of this Agreement, acceptance on the part of the
Administrative Agent and the other Secured Parties being conclusively presumed by their request for this Agreement and delivery of the same to the
Administrative Agent.
 

[Signatures begin next page]
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IN WITNESS WHEREOF, each of the undersigned has caused this Security Agreement to be duly executed and delivered as of the date first above

written
 
GRANTORS Warren Resources, Inc.
  
  

By:  /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Chief Financial

Officer
   
   

Warren E&P, Inc.
Warren Marcellus LLC
Warren Resources of California, Inc.

   
   

By: /s/ Stewart P. Skelly
Name:  Stewart P. Skelly
Title:  Vice President and Treasurer

 
Signature Page to

Security Agreement
 

:



 
ADMINISTRATIVE AGENT Wilmington Trust, National Association
  
  

By:  /s/ Joshua G. James
Name: Joshua G. James
Title: Vice President
 

Signature Page to
Security Agreement

 

:



 
Schedule 1

 
NOTICE ADDRESSES OF GRANTORS

 
Warren Resources, Inc.
1114 Ave of the Americas, 34th Floor
New York, NY 10036
 
Warren E&P, Inc.
100 Oceangate, Suite 950
Long Beach, CA 90802
 
Warren Marcellus LLC
1331 17th Street, Suite 720
Denver, CO 80202
 
Warren Resources of California, Inc.
100 Oceangate, Suite 950
Long Beach, CA 90802
 



 
Schedule 2

 
[RESERVED]

 



 
Schedule 3

 
FILINGS AND OTHER ACTIONS

REQUIRED TO PERFECT SECURITY INTERESTS
 
1.                                      Filing of UCC-1 Financing Statements with respect to the Collateral with the Secretary of State of the state set forth below opposite each Grantor’s
name:
 

Owner/Pledgor State(s)
Warren Resources, Inc. Maryland
Warren E&P, Inc. New Mexico
Warren Marcellus LLC Delaware
Warren Resources of California, Inc. California

 



 
Schedule 4

 
CORRECT LEGAL NAME, LOCATION OF JURISDICTION OF ORGANIZATION,
ORGANIZATIONAL IDENTIFICATION NUMBER, TAXPAYER IDENTIFICATION

NUMBER AND CHIEF EXECUTIVE OFFICE
 

Warren Resources, Inc.
 
Jurisdiction of Organization: Maryland
Organizational Identification Number: D10015659 (MD)
EIN: 11-3024080
Chief Executive Office: 1114 Ave of the Americas, 34th Floor, New York, NY 10036

 
Warren E&P, Inc.
 
Jurisdiction of Organization: New Mexico
Organizational Identification Number: 762948(NM)
EIN: 85-0224052
Chief Executive Office: 100 Oceangate, Suite 950, Long Beach, CA 90802

 
Warren Marcellus LLC
 
Jurisdiction of Organization: Delaware
Organizational Identification Number: 5557132 (DE)
EIN: 47-1370150
Chief Executive Office: 1331 17th Street, Suite 720, Denver, CO 80202

 
Warren Resources of California, Inc.
 
Jurisdiction of Organization: California
Organizational Identification Number: 2181533(CA)
EIN: 33-0980072
Chief Executive Office: 100 Oceangate, Suite 950, Long Beach, CA 90802

 



 
Schedule 5

 
PRIOR NAMES AND PRIOR CHIEF EXECUTIVE OFFICE

 
1.                                      Warren Resources, Inc.
 

a.                                      Prior Names: N/A
b.                                      Prior Chief Executive Offices:

(a)                                 105 W. 3rd St., Suite 302, Roswell, NM 88201
(b)                                 800 Werner Court, Suite 295, Casper WY 82601
(c)                                  322 4th St., Rawlins, WY 82301     Delivery Address: PO Box 1619, Rawlins, WY 82301

 
2.                                      Warren E&P, Inc.
 

a.                                      Prior Names: Petroleum Development Corporation (name change in 2003)
b.                                      Prior Chief Executive Offices:

same as above
 
3.                                      Warren Marcellus LLC
 

a.                                      Prior Names: N/A
b.                                      Prior Chief Executive Offices:

same as above
 
4.                                      Warren Resources of California, Inc.
 

a.                                      Prior Names: N/A
b.                                      Prior Chief Executive Offices:

same as above
 



 
Schedule 6

 
LOCATIONS OF INVENTORY, EQUIPMENT AND OTHER ASSETS CONSTITUTING
COLLATERAL AND BOOKS AND RECORDS PERTAINING TO THE COLLATERAL

 
(excluding Oil and Gas Properties as defined in the Credit Agreement)

 
Company

 

Address
 

Landlord
 

Lease Term
Warren Resources, Inc. 1114 AVE OF THE AMERICAS,

NEW YORK, NY 10036
1114 6TH AVENUE CO. LLC May 31, 2023

       
Warren E&P, Inc. 100 OCEANGATE, SUITE 950,

LONG BEACH, CA 90802

And

39 WASHINGTON PARK ROAD,
TUNKHANNOCK, PA 18657

SEE BELOW

And

ALDERICE CO.

See below

And

September 1, 2017 (yard lease)

September 1, 2019 (office
lease)

       
Warren Marcellus LLC 1331 17TH STREET, SUITE 720,

DENVER, CO 80202
ZELLER-GBB, L.L.C. 78 months; on or about June 1,

2021
       
Warren Resources of California, Inc. 100 OCEANGATE, SUITE 950,

LONG BEACH, CA 90802
LEGACY PARTNERS I LONG
BEACH OCEANGATE, LLC

September 30, 2020

       
 

 
Schedule 7

 
COMMERCIAL TORT CLAIMS

 
None having a potential value in excess of $1,500,000.

 



 
Schedule 8

 
DEPOSIT AND SECURITIES ACCOUNTS

 
Company Name and Address

 

Type of Account
 

Account Number
Warren Resources, Inc. JPMorgan Chase Bank

395 North Service Road
Suite 302
Melville, NY 11747

Checking 4591517471

Warren Resources, Inc. JPMorgan Chase Bank
395 North Service Road
Suite 302
Melville, NY 11747

Checking 9015477

Warren E&P, Inc. JPMorgan Chase Bank
395 North Service Road
Suite 302
Melville, NY 11747

Checking 530503751

Warren Marcellus LLC JPMorgan Chase Bank
395 North Service Road
Suite 302
Melville, NY 11747

Checking 622696115

Warren Energy Services JPMorgan Chase Bank
395 North Service Road
Suite 302
Melville, NY 11747

Checking 957035209

Warren Resources, Inc. JPMorgan Chase Bank
395 North Service Road
Suite 302
Melville, NY 11747

Checking 530393794

Warren Development Corporation JPMorgan Chase Bank
395 North Service Road
Suite 302
Melville, NY 11747

Checking 910859222

Warren Resources of California, Inc. JPMorgan Chase Bank
395 North Service Road
Suite 302
Melville, NY 11747

Checking 556892888

 



 
Schedule 9

 
INTELLECTUAL PROPERTY

 
None that is owned by a Company and that is material to the conduct of any Company’s business.
 



 
Annex I

 
Form of Assumption Agreement

 
ASSUMPTION AGREEMENT, dated as of                 , 201  , made by                               , a                [corporation] (the “Additional Grantor”), in favor

of Wilmington Trust, National Association, as Administrative Agent for the Secured Parties (as defined below) (in such capacity, the “Administrative
Agent”). All capitalized terms not defined herein shall have the meaning ascribed to them in such Credit Agreement.
 

W I T N E S S E T H:
 

WHEREAS, Warren Resources, Inc. (the “Borrower”), the Lenders and the Administrative Agent have entered into a Credit Agreement, dated as of
May 22, 2015 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”);
 

WHEREAS, in connection with the Credit Agreement, the Borrower has entered into the Security Agreement, dated as of May 22, 2015 (as amended,
supplemented or otherwise modified from time to time, the “Security Agreement”) in favor of the Administrative Agent for the benefit of the Secured Parties
(as defined in the Security Agreement);
 

WHEREAS, the Credit Agreement requires the Additional Grantor to become a party to the Security Agreement; and
 

WHEREAS, the Additional Grantor has agreed to execute and deliver this Assumption Agreement in order to become a party to the Security
Agreement;
 

NOW, THEREFORE, IT IS AGREED:
 

1.                                      Security Agreement. By executing and delivering this Assumption Agreement, the Additional Grantor, as provided in Section 9.14 of the
Security Agreement, hereby becomes a party to the Security Agreement as a Grantor thereunder with the same force and effect as if originally named therein
as a Grantor and, without limiting the generality of the foregoing, hereby expressly assumes all obligations and liabilities of a Grantor thereunder and
expressly grants to the Administrative Agent, for the benefit of the Secured Parties, a security interest in all Collateral owned by such Additional Grantor to
secure all of such Additional Grantor’s obligations and liabilities thereunder.  The information set forth in Annex 1-A hereto is hereby added to the
information set forth in Schedules 1 through 6 to the Security Agreement.  The Additional Grantor hereby represents and warrants that each of the
representations and warranties contained in Article IV of the Security Agreement is true and correct on and as the date hereof (after giving effect to this
Assumption Agreement) as if made on and as of such date.
 

2.                                      Governing Law. THIS ASSUMPTION AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN
ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK.
 

A-1-1



 
IN WITNESS WHEREOF, the undersigned has caused this Assumption Agreement to be duly executed and delivered as of the date first above

written.
 

[ADDITIONAL GRANTOR]
  

By:
Name:
Title:

 
A-1-2



 
Annex II

 
Form of Intellectual Property Security Agreement

 
FORM OF INTELLECTUAL PROPERTY SECURITY AGREEMENT(2)

 
THIS [COPYRIGHT] [PATENT] [TRADEMARK] SECURITY AGREEMENT, dated as of May 22, 2015, is made by each of the entities listed on

the signature pages hereof (each a “Grantor” and, collectively, the “Grantors”), in favor of Wilmington Trust, National Association, as Administrative Agent
(in such capacity, together with its successors and permitted assigns, the “Administrative Agent”) for the Secured Parties (as defined in the Credit Agreement
referred to below) and the other Secured Parties.
 

W I T N E S S E T H:
 

WHEREAS, pursuant to the Credit Agreement, dated as of May 22, 2015 (as the same may be amended, restated, supplemented and/or modified from
time to time, the “Credit Agreement”), among Warren Resources, Inc. as Borrower, the financial institutions and other entities from time to time party thereto
(the “Lenders”) and the Administrative Agent;
 

WHEREAS, each Grantor has agreed, pursuant to a Security Agreement of even date herewith in favor of the Administrative Agent (and such
agreement may be amended, restated, supplemented or otherwise modified from time to time, the “Security Agreement”), to guarantee the Obligations (as
defined in the Credit Agreement) of the Borrower; and
 

WHEREAS, all of the Grantors are party to the Security Agreement pursuant to which the Grantors are required to execute and deliver this
[Copyright] [Patent] [Trademark] Security Agreement;
 

NOW, THEREFORE, in consideration of the premises and to induce the Administrative Agent and the Lenders to enter into the Credit Agreement,
each Grantor hereby agrees with the Administrative Agent as follows:
 

Section 9.20                              Defined Terms.  Capitalized terms used herein without definition are used as defined in the Security Agreement.
 

Section 9.21                              Grant of Security Interest in [Copyright] [Trademark] [Patent] Collateral. Each Grantor, as collateral security for the prompt and
complete payment and performance when due (whether at stated maturity, by acceleration or otherwise) of the Obligations of such Grantor, hereby mortgages,
pledges and hypothecates to the Administrative Agent for the benefit of the Secured Parties, and grants to the Administrative Agent for the benefit of the
Secured Parties a Lien on and security interest in, all of its right, title and interest in, to and under the following Collateral of such Grantor (the “[Copyright]
[Patent] [Trademark] Collateral”):
 

(2) NTD: Separate agreements should be executed relating to each Grantor’s respective Copyrights, Patents, and Trademarks.
 

A-2-1



 
(i)                                     [all of its Copyrights and all IP Licenses providing for the grant by or to such Grantor of any right under any Copyright, including,

without limitation, those referred to on Schedule 1 hereto;
 

(ii)                                  all renewals, reversions and extensions of the foregoing; and
 

(iii)                               all income, royalties, proceeds and Liabilities at any time due or payable or asserted under and with respect to any of the
foregoing, including, without limitation, all rights to sue and recover at law or in equity for any past, present and future infringement, misappropriation,
dilution, violation or other impairment thereof.]
 

or
 

(b)                                 [all of its Patents and all IP Licenses providing for the grant by or to such Grantor of any right under any Patent, including, without
limitation, those referred to on Schedule 1 hereto;
 

(i)                                     all reissues, reexaminations, continuations, continuations-in-part, divisionals, renewals and extensions of the foregoing; and
 

(ii)                                  all income, royalties, proceeds and Liabilities at any time due or payable or asserted under and with respect to any of the
foregoing, including, without limitation, all rights to sue and recover at law or in equity for any past, present and future infringement, misappropriation,
dilution, violation or other impairment thereof.]
 
or
 

(c)                                  [all of its Trademarks and all IP Licenses providing for the grant by or to such Grantor of any right under any Trademark, including, without
limitation, those referred to on Schedule 1 hereto;
 

(i)                                     all renewals and extensions of the foregoing;
 

(ii)                                  all goodwill of the business connected with the use of, and symbolized by, each such Trademark; and
 

(iii)                               all income, royalties, proceeds and Liabilities at any time due or payable or asserted under and with respect to any of the
foregoing, including, without limitation, all rights to sue and recover at law or in equity for any past, present and future infringement, misappropriation,
dilution, violation or other impairment thereof.]
 

Section 9.22                              Security Agreement. The security interest granted pursuant to this [Copyright] [Patent] [Trademark] Security Agreement is
granted in conjunction with the security interest granted to the Administrative Agent pursuant to the Security Agreement and each Grantor hereby
acknowledges and agrees that the rights and remedies of the Administrative Agent with respect to the security interest in the [Copyright] [Patent]
[Trademark] Collateral made and granted hereby are more fully set forth in the Security Agreement, the terms and provisions of which are incorporated by
reference herein as if fully set forth herein.
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Section 9.23                              Grantor Remains Liable. Each Grantor hereby agrees that, anything herein to the contrary notwithstanding, such Grantor shall

assume full and complete responsibility for the prosecution, defense, enforcement or any other necessary or desirable actions in connection with their
[Copyrights] [Patents] [Trademarks] and IP Licenses subject to a security interest hereunder.
 

Section 9.24                              Counterparts. This [Copyright] [Patent] [Trademark] Security Agreement may be executed in any number of counterparts and by
different parties in separate counterparts, each of which when so executed shall be deemed to be an original and all of which taken together shall constitute
one and the same agreement.  Signature pages may be detached from multiple separate counterparts and attached to a single counterpart.
 

Section 9.25                              Governing Law. This [Copyright] [Patent] [Trademark] Security Agreement and the rights and obligations of the parties hereto
shall be governed by, and construed and interpreted in accordance with, the law of the State of New York.
 

[SIGNATURE PAGES FOLLOW]
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IN WITNESS WHEREOF, each Grantor has caused this [Copyright] [Patent] [Trademark] Security Agreement to be executed and delivered by its

duly authorized officer as of the date first set forth above.
 
 

[GRANTOR]
as Grantor

  
  

By:
Name:
Title:

  
ACCEPTED AND AGREED
as of the date first above written:
Wilmington Trust, National Association

as Administrative Agent
 

 
By:
Name:
Title:

 
[SIGNATURE PAGE TO [COPYRIGHT] [PATENT] [TRADEMARK] SECURITY AGREEMENT]
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ACKNOWLEDGMENT OF GRANTOR

 
 
State of                                               )

) ss.
County of                                           )
 
 

On this     day of                , 201   before me personally appeared                       , proved to me on the basis of satisfactory evidence to be the person who
executed the foregoing instrument on behalf of                 , who being by me duly sworn did depose and say that he is an authorized officer of said corporation,
that the said instrument was signed on behalf of said corporation as authorized by its Board of Directors and that he acknowledged said instrument to be the
free act and deed of said corporation.

 
  

Notary Public
 

[SIGNATURE PAGE TO [COPYRIGHT] [PATENT] [TRADEMARK] SECURITY AGREEMENT]
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SCHEDULE I

TO
[COPYRIGHT] [PATENT] [TRADEMARK] SECURITY AGREEMENT

 
[Copyright] [Patent] [Trademark] Registrations

 
1.                                      REGISTERED [COPYRIGHTS] [PATENTS] [TRADEMARKS]
 
[Include Registration Number and Date]
 
2.                                      [COPYRIGHT] [PATENT] [TRADEMARK] APPLICATIONS
 
[Include Application Number and Date]
 
3.                                      IP LICENSES
 
[Include complete legal description of agreement (name of
agreement, parties and date)]
 

Annex II - Schedule to [Copyright][Patent][Trademark] Security Agreement
 



Exhibit 10.44
 

PLEDGE AGREEMENT
 

THIS PLEDGE AGREEMENT (as amended, restated, amended and restated, supplemented or otherwise modified from time to time, this
“Agreement”) is dated as of May 22, 2015 and is among WARREN RESOURCES, INC., a Maryland corporation (the “Borrower”), WARREN RESOURCES
OF CALIFORNIA, INC., a California corporation (“Warren California”), WARREN RESOURCES E&P, a New Mexico corporation (“Warren E&P”),
WARREN MARCELLUS LLC, a Delaware limited liability company (“Warren Marcellus” and together with the Borrower, Warren California and Warren
E&P, the “Pledgors”), and WILMINGTON TRUST, NATIONAL ASSOCIATION, in its capacity as Administrative Agent under the Credit Agreement
described below (“Administrative Agent”).
 

W I T N E S S E T H
 

WHEREAS, the Borrower is party to that certain Credit Agreement (as amended, restated, amended and restated, supplemented or otherwise modified
in writing from time to time, the “Credit Agreement”; capitalized terms used and not otherwise defined herein shall have the respective meanings provided
for in the Credit Agreement) dated as of even date herewith among the Borrower, the financial institutions or other entities from time to time party thereto (the
“Lenders”) and the Administrative Agent;
 

WHEREAS, Warren California, Warren E&P and Warren Marcellus are Subsidiaries of the Borrower; and
 

WHEREAS, it is a condition precedent to the availability of such loans and other financial accommodations under the Credit Agreement that each
Pledgor shall have made the pledges and granted the security interests contemplated by this Agreement in order to secure the payment and performance of the
Obligations.
 

NOW, THEREFORE, in consideration of the foregoing, and in order to induce Lenders to make the Loans and other financial accommodations
available to the Borrower under the Credit Agreement, each Pledgor hereby agrees with Administrative Agent, for its benefit and the benefit of Lenders, as
follows:
 

1.                                      Definitions.  Capitalized terms defined in the Credit Agreement and not otherwise defined herein shall have the respective meanings
provided for in the Credit Agreement.  References to “Sections” shall be to Sections of this Agreement unless otherwise specifically provided.  For purposes
hereof, “including” is not limiting and “or” is not exclusive.  All references to statutes and related regulations shall include any amendments of same and any
successor statutes and regulations.
 

2.                                      Pledge.  To secure the payment and performance of the Obligations, each Pledgor hereby pledges to Administrative Agent, for its benefit
and the benefit of the Lenders, and grants to Administrative Agent, for its benefit and the benefit of the Lenders, a security interest in, any and all right, title
and interest in and to the following (the “Pledged Collateral”):
 

PLEDGE AGREEMENT
 



 
(a)                                 all of the shares of the Capital Stock, membership interests, partnership interests and all other equity interests of each corporation, limited

liability company, limited partnership or other legal entity (collectively, the “Issuers” and each, an “Issuer”), identified on Exhibit A attached hereto held by
each Pledgor (the “Pledged Securities”), and the certificates (if any), representing the Pledged Securities, all options, warrants and other rights to acquire
additional shares of Capital Stock, membership interests, partnership interests and all other equity interests of each Issuer, and the shares, membership
interests, partnership interests and other equity interests underlying such rights and all distributions, dividends (in the form of cash, securities or otherwise),
cash, instruments, chattel paper and other rights, property or proceeds and products from time to time received, receivable or otherwise distributed in respect
of or in exchange for any or all of the Pledged Securities;
 

(b)                                 all additional shares of the Capital Stock, membership interests, partnership interests and all other equity interests of each Issuer at any time
acquired by the Pledgors in any manner, and the certificates (if any), representing such additional shares, membership interests, partnership interests and other
equity interests (and any such additional shares, membership interests, partnership interests and other equity interests, with respect to which the Pledgors
shall execute and deliver to Administrative Agent a pledge supplement in the form of Exhibit B attached hereto (a “Pledge Supplement”), shall constitute
part of the Pledged Securities under this Agreement), together with all distributions, dividends (in the form of cash, securities or otherwise), cash, instruments,
chattel paper and other rights, property or proceeds and products from time to time received, receivable or otherwise distributed in respect of or in exchange
for any or all of such additional shares, membership interests, partnership interests and other equity interests; and
 

(c)                                  all proceeds of any of the foregoing.
 

Notwithstanding the foregoing or anything else to the contrary herein, the Pledged Collateral shall not include any Excluded Capital Stock.
 

“Excluded Capital Stock” shall mean (a) any Capital Stock with respect to which, in the reasonable judgment of the Lead Lenders and the Borrower,
the cost or other consequences of pledging such Capital Stock shall be excessive in view of the benefits to be obtained by Administrative Agent and the
Lenders therefrom, (b) solely in the case of any pledge of Capital Stock of any Foreign Subsidiary or FSHCO (in each case, that is owned directly by the
Borrower or a Guarantor) to secure the Obligations, any Capital Stock that is voting stock of such Foreign Subsidiary or FSHCO in excess of 65% of the
voting stock of such Subsidiary, (c) any Capital Stock to the extent the pledge thereof would be prohibited by any Requirement of Law, (d) Capital Stock of
any Person other than a Subsidiary to the extent the pledge of such Capital Stock is prohibited by contractual obligations existing on the Closing Date or at
the time such Capital Stock is acquired, (e) Capital Stock of any Subsidiary of a Foreign Subsidiary or FSHCO and (f) any Capital Stock of any Subsidiary to
the extent that the pledge of such Equity Interests would result in material adverse tax consequences to the Borrower or any Subsidiary as reasonably
determined by the Borrower in consultation with the Lead Lenders (such consultation limited to the tax consequences of such pledge of such Capital Stock). 
For the avoidance of doubt, “Capital Stock” shall include Capital Stock an membership interests, partnership interests and all other equity interests of each
Issuer.
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3.                                      Delivery of Pledged Collateral; UCC Financing Statements.

 
(a)                                 All certificates or instruments (if any), representing or evidencing any Pledged Collateral shall be delivered to and held by or on behalf of

Administrative Agent pursuant hereto and shall either be in suitable form for transfer by delivery, or shall be accompanied by duly executed undated
instruments of transfer or assignment in blank, all in form and substance satisfactory to Administrative Agent.  Notwithstanding the preceding sentence, all
Pledge Collateral must be delivered or transferred in such manner, and each Pledgor shall take all such further action as may be requested by Administrative
Agent, as to permit Administrative Agent to be a “protected purchaser” to the extent of its security interest as provided in Section 8-303 of the UCC (if
Administrative Agent otherwise qualifies as a protected purchaser).
 

(b)                                 Each Pledgor hereby authorizes Administrative Agent to file one or more UCC financing or continuation statements, and amendments
thereto (or similar documents required by any laws of any applicable jurisdiction), relating to all or any part of the Pledged Collateral without the signature of
such Pledgor (to the extent such signature is required under the laws of any applicable jurisdiction).
 

4.                                      Representations and Warranties.  Each Pledgor represents and warrants as
 

(a)                                 Exhibit A attached hereto completely and accurately identifies, as of the Closing Date, (i) the number of issued and outstanding equity
interests of each Issuer held by each Pledgor and (ii) the percentage of each Pledgor’s ownership of the aggregate issued and outstanding equity interests of
each Issuer.  Each Pledged Security has been duly and validly authorized and issued to each Pledgor and, if applicable, is fully paid and non-assessable.
 

(b)                                 The delivery of the Pledged Securities to Administrative Agent pursuant to this Agreement (and, with respect to Pledged Securities
consisting of membership interests or partnership interests that are not “securities” under Article 8 of the UCC, the filing in the appropriate filing office of a
UCC financing statement describing the same as collateral), is effective to create a valid and perfected first priority security interest in the Pledged Collateral,
free of any adverse claim, securing the payment of the Obligations.  Subject only to the consummation of the delivery described in the immediately
preceding sentence (and, if applicable, the filing of a financing statement described in such sentence), Administrative Agent has a valid and perfected first
priority security interest in the Pledged Collateral, securing the payment of the Obligations, and such security interest is entitled to all of the rights, priorities
and benefits afforded by the UCC or other applicable law as enacted in any relevant jurisdiction which relates to perfected security interests.
 

(c)                                  To the extent any Pledged Security consisting of either (i) a membership interest in an Issuer that is a limited liability company or (ii) a
partnership interest in an Issuer that is a partnership, such Pledged Security shall, by its terms, provide that it is a “security” governed by Article 8 of the UCC.
 

(d)                                 This Agreement constitutes a valid and binding obligation of each Pledgor, enforceable against such Pledgor in accordance with its terms,
except as enforcement may be
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 follows:



 
limited by bankruptcy, insolvency, or similar laws relating to the enforcement of creditors’ rights generally and by general equitable principles.
 

(e)                                  No authorization, approval or other action by, and no notice to or filing with, any domestic or foreign governmental authority or regulatory
body or consent of any other Person is required for (i) the pledge and grant of a security interest by each Pledgor pursuant to this Agreement, (ii) the
execution, delivery or performance of this Agreement by each Pledgor or (iii) the exercise by Administrative Agent of its rights and remedies hereunder
(except as may have been taken by or at the direction of such Pledgor or Administrative Agent and except as may be required in connection with any
disposition of the Pledged Collateral by laws affecting the offering and sale of securities generally).  Except for the filing of a UCC financing statement in the
case of any Pledged Securities consisting of membership interests or partnership interests that are not “securities” under Article 8 of the UCC, no
authorization, approval or other action by, and no notice to or filing with, any domestic or foreign governmental authority or regulatory body or consent of
any other Person is required for the perfection of Administrative Agent’s security interest in the Pledged Collateral.
 

(f)                                   None of the Pledged Securities constitutes margin stock, as defined in Regulation T, U or X of the Board of Governors of the Federal
Reserve System.
 

(g)                                  All information heretofore, herein or hereafter supplied to Administrative Agent by or on behalf of each Pledgor with respect to the Pledged
Collateral is and will be accurate and complete in all material respects.
 

(h)                                 Each Pledgor has caused each Issuer to record on its books and records that the Pledged Securities are subject to the pledge and security
interest created hereby.
 

(i)                                     All representations and warranties of each Pledgor contained in this Agreement shall survive the execution and delivery of this Agreement.
 

5.                                      Covenants; Further Assurances.
 

(a)                                 Each Pledgor shall, from time to time, at its expense, promptly execute and deliver all further instruments, documents and notices and take
all further action that Administrative Agent or Lenders may reasonably request, in order to create, perfect and protect any security interest granted or
purported to be granted by this Agreement or to enable Administrative Agent to exercise and enforce its rights and remedies hereunder.  Without limiting the
generality of the foregoing, each Pledgor will, upon Administrative Agent or Lenders’ request, appear in and defend any action or proceeding that may affect
each Pledgor’s title to or Administrative Agent’s security interest in the Pledged Collateral.
 

(b)                                 Each Pledgor shall furnish to Administrative Agent, from time to time upon request, statements and schedules further identifying, updating,
and describing the Pledged Collateral and such other information, reports and evidence concerning the Pledged Collateral as Administrative Agent or
Lenders may reasonably request, all in reasonable detail.
 

(c)                                  Each Pledgor shall not change its name, type of organization or jurisdiction of
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(d)                                 Except as otherwise permitted herein or by the Credit Agreement, each Pledgor shall not (i) sell, assign (by operation of law or otherwise), or

otherwise dispose of, or grant any option or similar right with respect to, any of the Pledged Collateral; or (ii) create or suffer to exist any Lien upon or with
respect to any of the Pledged Collateral except for the Lien in favor of Administrative Agent securing the Obligations.  In addition, each Pledgor shall not use
or permit the use of any Pledged Collateral in violation of any provision of applicable law and shall not do anything to impair the rights of Administrative
Agent in any of the Pledged Collateral.
 

(e)                                  Except as otherwise permitted herein or by the Credit Agreement, each Pledgor agrees that it will not vote to enable, and will not otherwise
permit, any Issuer to (i) issue any stock, membership interests or other securities (including any warrants, options, subscriptions or the like for the purchase of
stock, membership interests or other securities), in addition to or in substitution for any of the Pledged Securities to any Person other than the Pledgors or a
Wholly Owned Subsidiary of the Pledgors or (ii) dissolve, liquidate, retire any of its stock or membership interests, reduce its capital or merge or otherwise
consolidate with any other Person.
 

(f)                                   If, while this Agreement is in effect, the Pledgors shall become entitled to receive or shall receive any shares of Capital Stock, membership
interests, partnership interests or any other equity interests of any Issuer, the Pledgors agree, in each case, to accept the same as Administrative Agent’s agent
and to hold the same in trust for Administrative Agent, and to deliver the same forthwith to Administrative Agent in the exact form received, with the
endorsement of the Pledgors where necessary and/or with duly executed undated instruments of transfer or assignment, in blank, all in form and substance
satisfactory to Administrative Agent, to be held by Administrative Agent, subject to the terms hereof, as part of the Pledged Securities.  Each Pledgor shall
promptly deliver to Administrative Agent a Pledge Supplement, duly executed by such Pledgor, with respect to such additional equity interests.  Each
Pledgor hereby authorizes Administrative Agent to attach each Pledge Supplement to this Agreement.
 

(g)                                  Each Pledgor shall at all times cause any membership interest or partnership interest comprising the Pledged Collateral to be a “security”
within the meaning of, and to be governed by Article 8 of the UCC as in effect under the laws of any state having jurisdiction and shall not cause or permit
any Issuer to “opt out” or to take any other action seeking to establish that any membership interest or partnership interest of the Pledged Collateral is not as
a “security” or is not be certificated.
 

6.                                      [Reserved].
 

7.                                      Additional Pledgors.  The initial Pledgors hereunder shall be the Persons that are signatories hereto.  From time to time subsequent to the
date hereof, additional Persons may become parties hereto as additional Pledgors (each an “Additional Pledgor”) by executing a Pledge Supplement in the
form of Exhibit B attached hereto (or such other form as may be satisfactory to the Lead Lenders and Administrative Agent).  Upon delivery of any such
Pledge Supplement to Administrative Agent, notice of which is hereby waived by Pledgors, each such Additional Pledgor shall be a Pledgor and shall be a
party hereto as if such Additional Pledgor were an original signatory hereof.  Each Pledgor expressly agrees that its obligations arising
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hereunder shall not be affected or diminished by the addition or release of any other Pledgor hereunder, or by any election by Administrative Agent or any
Lenders not to cause any Subsidiary of the Borrower to become an Additional Pledgor hereunder.  This Agreement shall be fully effective as to any Pledgor
that is or becomes a party hereto regardless of whether any such Person becomes or fails to become or ceases to be a Pledgor hereunder.
 

8.                                      Voting Rights; Dividends; Etc.
 

(a)                                 So long as no Event of Default has occurred and is then continuing:
 

(i)                                     Each Pledgor shall be entitled to exercise any and all voting and other consensual rights pertaining to the Pledged Collateral, or
any part thereof, for any purpose not inconsistent with the terms of this Agreement or the Credit Agreement; and
 

(ii)                                  To the extent permitted under the Credit Agreement, each Pledgor shall be entitled to receive all distributions, dividends (in the
form of cash, securities or otherwise), cash, instruments, chattel paper and other rights, property or proceeds and products from time to time received,
receivable or otherwise distributed in respect of the Pledged Collateral.
 

(b)                                 At any time that an Event of Default has occurred and is then continuing:
 

(i)                                     All rights of each Pledgor to exercise voting and other consensual rights in respect of the Pledged Collateral shall immediately
cease to be effective and all such voting and other consensual rights shall become vested in Administrative Agent and Administrative Agent shall thereupon
have the sole right to exercise such voting and other consensual rights (including, without limitation, the right to vote in favor of, and to exchange any or all
of the Pledged Collateral upon, the consolidation, recapitalization, merger or other reorganization with respect to an Issuer).  In order to effect the foregoing,
each Pledgor hereby grants to Administrative Agent an irrevocable proxy to vote the Pledged Collateral and, any time that an Event of Default exists, each
Pledgor agrees to execute such other proxies as Administrative Agent may request; and
 

(ii)                                  All rights of each Pledgor to receive and retain any distributions, dividends (in the form of cash, securities or otherwise),
instruments, chattel paper or other property paid or payable with respect to any of the Pledged Collateral shall immediately cease and any such distributions,
dividends (in the form of cash, securities or otherwise), instruments, chattel paper or other property paid or payable with respect to any of the Pledged
Collateral shall be paid to Administrative Agent (for application to the Obligations as set forth in Section 14, with respect to any cash or cash equivalents, or
to be held by Administrative Agent as additional security for the Obligations, with respect to any other type of property).  Any distributions, dividends (in the
form of cash, securities or otherwise), instruments, chattel paper or other property paid or payable with respect to any of the Pledged Collateral and received
by each Pledgor contrary to the provisions of this Agreement shall be received in trust for the benefit of Administrative Agent, shall be segregated from other
assets (including, in the case of cash or cash equivalents, other funds), of the Pledgors and shall be forthwith paid to Administrative Agent (for application to
the Obligations as set forth in Section 14, with respect to any cash or
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cash equivalents, or to be held by Administrative Agent as additional security for the Obligations, with respect to any other type of property).
 

9.                                      Administrative Agent Appointed Attorney-in-Fact.  Each Pledgor hereby irrevocably appoints Administrative Agent, its nominee, and any
other Person whom Administrative Agent may designate, as each Pledgor’s attorney-in-fact, with full power during the existence of any Event of Default to
take any action (including the completion and presentation of any proxy) and to execute any instrument that such attorney-in-fact may deem necessary or
advisable to accomplish the purposes of this Agreement, including, without limitation, to (i) receive, endorse and collect all instruments (or other property, as
applicable), made payable to each Pledgor representing any distribution in respect of the Pledged Collateral or any part thereof; (ii) exercise the voting and
other consensual rights pertaining to the Pledged Collateral; and (iii) sell, transfer, pledge, make any agreement with respect to or otherwise deal with any of
the Pledged Collateral as fully and completely as though such attorney-in-fact was the absolute owner thereof for all purposes, and to do, at such attorney-in-
fact’s option and each Pledgor’s expense, at any time or from time to time, all acts and things that such attorney-in-fact deems necessary to protect, preserve
or realize upon the Pledged Collateral.  Each Pledgor hereby ratifies and approves all acts of any such attorney-in-fact made or taken pursuant to this
Section 9 and agrees that neither Administrative Agent nor any other Person designated as an attorney-in-fact by Administrative Agent shall be liable for any
acts, omissions, errors of judgment or mistakes of fact or law (other than, and only to the extent of, such Person’s gross negligence or willful misconduct as
determined by a final non-appealable judgment of a court of competent jurisdiction).  The foregoing powers of attorney, being coupled with an interest, are
irrevocable until the Obligations have been fully paid.
 

10.                               Administrative Agent May Perform.  If any Pledgor fails to perform any agreement contained herein, Administrative Agent may itself
perform, or cause performance of, such agreement, and the expenses of Administrative Agent incurred in connection therewith shall be payable by any
Pledgor under Section 15 hereof, and be a part of the Obligations.
 

11.                               Limitation on Duty of Administrative Agent with Respect to the Pledged Collateral.  Beyond the safe custody thereof, each Pledgor agrees
that Administrative Agent shall have no duties concerning the custody and preservation of any Pledged Collateral in its possession (or in the possession of
any agent of Administrative Agent), or with respect to any income thereon or the preservation of rights against prior parties or any other rights pertaining
thereto.  Administrative Agent shall be deemed to have exercised reasonable care in the custody and preservation of the Pledged Collateral in its possession if
the Pledged Collateral is accorded treatment substantially equal to that which it accords its own property.  Administrative Agent shall not be liable or
responsible for any loss or damage to any of the Pledged Collateral, or for any diminution in the value thereof, by reason of the act or omission of any agent
selected by Administrative Agent in good faith.  It is expressly agreed that Administrative Agent shall have no responsibility for (i) ascertaining or taking
action with respect to calls, conversions, exchanges, maturities, tenders or other matters relative to any Pledged Collateral, whether or not Administrative
Agent has or is deemed to have knowledge of such matters, or (ii) taking any necessary steps to preserve rights against any parties with respect to any Pledged
Collateral, but Administrative Agent may do so and all expenses incurred in connection therewith shall be payable by and for the sole account of each
Pledgor.
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12.                               Remedial Provisions.

 
(a)                                 Upon the occurrence and during the continuance of an Event of Default, Administrative Agent and its attorneys may exercise in respect of

the Pledged Collateral, in addition to other rights and remedies provided for herein or otherwise available to it, all the rights and remedies of a secured party
under the UCC (whether or not the UCC applies to the affected Pledged Collateral), and Administrative Agent may also, without demand, advertisement or
notice of any kind (other than the notice specified below relating to a public or private sale), sell the Pledged Collateral or any part thereof in one or more
portions at one or more public or private sales or dispositions, at any exchange, broker’s board or at any of Administrative Agent’s offices (or those of
Administrative Agent’s attorneys), or elsewhere, for cash, on credit, or for future delivery, at such price or prices and upon such other terms as Administrative
Agent deems advisable.  Each Pledgor agrees that, to the extent notice of sale shall be required by law, at least ten (10) days’ notice to such Pledgor of the
time and place of any public sale or the time after which any private sale is to be made shall constitute reasonable notification of such matters; provided, that
no notification need be given to such Pledgor if it has authenticated after default a statement renouncing or modifying any right to notification of sale or
other intended disposition.  At any sale of the Pledged Collateral, if permitted by law, Administrative Agent may bid (which bid may be, in whole or in part,
in the form of cancellation of indebtedness), for the purchase of the Pledged Collateral or any portion thereof free of any right or equity of redemption in each
Pledgor.  Administrative Agent shall not be obligated to make any sale of Pledged Collateral regardless of notice of sale having been given.  Administrative
Agent may adjourn any public or private sale from time to time by announcement at the time and place fixed therefor, and such sale may, without further
notice, be made at the time and place to which it was so adjourned.
 

(b)                                 Each Pledgor recognizes that Administrative Agent may be unable to effect a public sale of all or part of the Pledged Collateral and may be
compelled to resort to one or more private sales to a restricted group of purchasers who will be obligated to agree, among other things, to acquire such
Pledged Collateral for their own account, for investment and not with a view to the distribution or resale thereof.  Each Pledgor acknowledges that any such
private sales may be at prices and on terms less favorable to the seller than if sold at public sales and agrees that such private sales shall be deemed to have
been made in a commercially reasonable manner, and that Administrative Agent shall be under no obligation to delay a sale of any of the Pledged Collateral
for the period of time necessary to permit the Issuer of such Pledged Collateral to register such securities for public sale under the Securities Act of 1933, or
under any other applicable requirement of law, even if such Issuer would agree to do so.  To the extent permitted by law, each Pledgor hereby specifically
waives (and, as applicable, releases), any right or equity of redemption, and any right of stay or appraisal, which such Pledgor has or may have under any law
now existing or hereafter enacted.
 

(c)                                  Each Pledgor acknowledges that neither Administrative Agent nor any of the Lenders shall be liable for any failure or delay in realizing
upon or collecting the Obligations, or any guaranty thereof or collateral security therefore; and each Pledgor further acknowledges that neither
Administrative Agent nor any Lender shall have any duty to take any action with respect thereto.
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13.                               Remedies Cumulative.  No failure on the part of Administrative Agent to exercise, and no delay in exercising and no course of dealing with

respect to, any power, privilege or right under this Agreement or any other Financing Document shall operate as a waiver thereof; nor shall any single or
partial exercise by Administrative Agent of any power, privilege or right under this Agreement or any other Financing Document preclude any other or
further exercise thereof or the exercise of any other such power, privilege or right.  The powers, privileges and rights in this Agreement and the other
Financing Documents are cumulative and are not exclusive of any other remedies provided by law.
 

14.                               Application of Proceeds.  Upon the occurrence and during the continuance of an Event of Default, the proceeds of any sale or disposition
of, or other realization upon, all or any part of the Pledged Collateral shall be applied in a manner consistent with the provisions of Section 8.6 of the Credit
Agreement.  Any excess balance remaining shall be delivered to each Pledgor, and each Pledgor shall remain liable for any deficiency remaining unpaid after
the foregoing application.
 

15.                               Expenses.  Without limiting each Pledgor’s obligations under the Credit Agreement or any other Financing Document, each Pledgor hereby
agrees to promptly pay all fees, costs and expenses (including attorney’s fees and expenses), in connection with (a) maintaining the Pledged Collateral,
(b) creating, perfecting, protecting and enforcing Administrative Agent’s Lien on the Pledged Collateral, (c) selling or otherwise disposing of the Pledged
Collateral, (d) paying any amount required under any provision of applicable law (including, without limitation, Section 9-615(a)(3) of the UCC) or (e) any
other matters contemplated by or arising out of this Agreement with respect to the Pledged Collateral.  If any Pledgor fails to promptly pay any portion of the
above fees, costs and expenses when due or to perform any other obligation of such Pledgor under this Agreement, Administrative Agent or any Lender may,
at its option, but shall not be required to, pay or perform the same and charge such Pledgor’s account for all fees, costs and expenses incurred therefor, and
such Pledgor agrees to reimburse Administrative Agent or such Lender therefor on demand.  All sums so paid or incurred by Administrative Agent or any
Lender for any of the foregoing, any and all other sums for which any Pledgor may become liable hereunder and all fees, costs and expenses (including
attorneys’ fees, legal expenses and court costs) incurred by Administrative Agent or any Lender in enforcing or protecting any of their rights or remedies
under this Agreement shall be payable on demand, shall constitute Obligations, shall bear interest until paid at the highest rate provided in the Credit
Agreement and shall be secured by the Pledged Collateral.  Notwithstanding the forgoing, it is understood and agreed that the expense provisions of
Section 9.1 of the Credit Agreement shall be incorporated herein as is specifically set forth herein, mutatis mutandis.
 

16.                               Termination of Lien; Release of Pledged Collateral.  Administrative Agent and Lenders agree that upon payment in full of all Obligations
and the termination of all Revolving Loan Commitments and all Support Agreements, the Lien provided for hereunder shall terminate and all rights to the
Pledged Collateral shall revert to each Pledgor.  Administrative Agent and Lenders further agree that upon such termination, Administrative Agent shall, at
the expense of the Pledgors, execute and deliver to the Pledgors such documents as the Pledgors shall reasonably request to evidence such termination.
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17.                               Changes in Writing.  No amendment, modification, termination or waiver of any provision of this Agreement shall be effective except by a

written instrument executed by the affected Pledgor(s) and Administrative Agent in accordance with Section 11.5 of the Credit Agreement; provided,
however, that this Agreement may be supplemented (but no existing provisions may be modified and no Collateral may be released) through agreements
substantially in the form of Exhibit B, in each case duly executed by each Pledgor directly affected thereby.
 

18.                               Notices.  All notices, approvals, requests, demands and other communications hereunder shall be given in accordance with the notice
provision of the Credit Agreement.
 

19.                               Successors and Assigns.  This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors
and assigns, except that the Pledgors may not assign its rights or obligations hereunder without the prior written consent of Administrative Agent.  No sales of
participations, other sales, assignments, transfers or other dispositions of any agreement governing or instrument evidencing the Obligations or any portion
thereof or interest therein shall in any manner impair the Lien granted to Administrative Agent, for the benefit of Administrative Agent and Lenders,
hereunder.
 

20.                               Waivers.  In addition to, and not in lieu of, any other waivers herein, each Pledgor waives to the greatest extent it may lawfully do so, and
agrees that it shall not at any time insist upon, plead or in any manner whatever claim or take the benefit or advantage of, any appraisal, valuation, stay,
extension, marshalling of assets, redemption or similar law, or exemption, whether now or at any time hereafter in force, which may delay, prevent or
otherwise affect the performance by each Pledgor of its obligations under, or the enforcement by Administrative Agent of, this Agreement.  Each Pledgor
hereby waives diligence, presentment and demand (whether for nonpayment or protest or of acceptance, maturity, extension of time, change in nature or form
of the Obligations, acceptance of further security, release of further security, composition or agreement arrived at as to the amount of, or the terms of the
Obligations, notice of adverse change in any Person’s financial condition or any other fact which might materially increase the risk to each Pledgor), with
respect to any of the Obligations or all other demands whatsoever and waives the benefit of all provisions of law which are or might be in conflict with the
terms of this Agreement.
 

21.                               Indemnity.  Each Pledgor hereby agrees to indemnify, pay and hold harmless Administrative Agent and the Lenders and the officers,
directors, employees and counsel of Administrative Agent and the Lenders (collectively called the “Indemnitees”), from and against any and all liabilities,
obligations, losses, damages, penalties, actions, judgments, suits, claims, costs, expenses and disbursements of any kind or nature whatsoever (including the
fees and disbursements of counsel for such Indemnitee), in connection with any investigative, administrative or judicial proceeding, whether or not such
Indemnitee shall be designated a party thereto and including any such proceeding initiated by or on behalf of any Pledgor or an Issuer, which may be
imposed on, incurred by or asserted against such Indemnitee as a result of or in connection with this Agreement or the enforcement by Administrative Agent
or any Lender of its rights and remedies hereunder, except that each Pledgor shall have no obligation hereunder to an Indemnitee with respect to any liability
resulting from the gross negligence or willful misconduct of such Indemnitee, as determined by a final non-appealable judgment of court of competent
jurisdiction.  To the extent that the undertaking set forth in the immediately preceding sentence
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may be unenforceable, each Pledgor shall contribute the maximum portion which it is permitted to pay and satisfy under applicable law to the payment and
satisfaction of all such indemnified liabilities incurred by the Indemnitees or any of them.  The obligations to indemnify and pay the Indemnitees for fees and
disbursements of counsel in connection with any litigation, dispute, suit or proceeding relating to any Financing Document and in connection with any
workout, collection, bankruptcy, insolvency and other enforcement proceedings under any and all Financing Documents shall be limited to such costs and
expenses for counsel to Administrative Agent and for only one counsel acting for all Lenders (other than Administrative Agent).  Notwithstanding the
forgoing, it is understood and agreed that the indemnity provisions of Section 9.2 of the Credit Agreement shall be incorporated herein as is specifically set
forth herein, mutatis mutandis.
 

22.                               GOVERNING LAW; SUBMISSION TO JURISDICTION.  THIS AGREEMENT SHALL BE GOVERNED BY, AND SHALL BE
CONSTRUED AND ENFORCED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK, WITHOUT REGARD TO CONFLICTS
OF LAWS PRINCIPLES.  EACH PLEDGOR HEREBY CONSENTS TO THE JURISDICTION OF ANY STATE OR FEDERAL COURT LOCATED
WITHIN THE BOROUGH OF MANHATTAN, CITY OF NEW YORK, STATE OF NEW YORK AND IRREVOCABLY AGREES THAT, SUBJECT
TO ADMINISTRATIVE AGENT’S ELECTION, ALL ACTIONS OR PROCEEDINGS ARISING OUT OF OR RELATING TO THIS AGREEMENT
SHALL BE LITIGATED IN SUCH COURTS.  EACH PLEDGOR EXPRESSLY SUBMITS AND CONSENTS TO THE JURISDICTION OF THE
AFORESAID COURTS AND WAIVES ANY DEFENSE OF FORUM NON CONVENIENS.  EACH PLEDGOR HEREBY WAIVES PERSONAL
SERVICE OF ANY AND ALL PROCESS AND AGREES THAT ALL SUCH SERVICE OF PROCESS MAY BE MADE UPON EACH PLEDGOR BY
CERTIFIED OR REGISTERED MAIL, RETURN RECEIPT REQUESTED, ADDRESSED TO EACH PLEDGOR IN ACCORDANCE WITH THE
PROVISIONS OF SECTION 18 HEREOF AND SERVICE SO MADE SHALL BE DEEMED TO BE COMPLETE TEN (10) DAYS AFTER THE SAME
HAS BEEN POSTED.
 

23.                               WAIVER OF JURY TRIAL.  EACH OF THE PLEDGORS AND ADMINISTRATIVE AGENT HEREBY IRREVOCABLY WAIVES
ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY AND AGREES THAT ANY SUCH ACTION OR PROCEEDING SHALL BE
TRIED BEFORE A COURT AND NOT BEFORE A JURY.
 

24.                               Counterparts; Integration.  This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same
effect as if the signatures thereto and hereto were upon the same instrument.  Delivery of an executed signature page by facsimile or other electronic
transmission (e.g.  “pdf” or “tif” format) shall be effective as delivery of a manually executed counterparty hereof.  This Agreement constitutes the entire
agreement and understanding among the parties hereto and supersedes any and all prior agreements and understandings, oral or written, relating to the
subject matter hereof.
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25.                               Intercreditor Agreements.  Notwithstanding anything herein to the contrary, this Agreement and the exercise of any right or remedy

hereunder are subject to the provisions of any applicable Intercreditor Agreements, and further, to the extent any provision herein contained shall be
inconsistent with any provision contained in any Intercreditor Agreement, the provisions of such Intercreditor Agreement shall prevail.
 

26.                               Headings.  Headings and captions used in this Agreement are included for convenience of reference and shall not be given any substantive
effect.
 

27.                               General Terms and Conditions.  In addition to and without limitation of any of the foregoing, this Agreement shall be deemed to be a
Financing Document and shall otherwise be subject to all of general terms and conditions contained in Article 11 of the Credit Agreement, mutatis mutandi.
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Witness the due execution hereof by the respective duly authorized officer of the undersigned as of the day first above written.

 
WARREN RESOURCES, INC., a Maryland
corporation, as Pledgor

   
   

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Chief Financial Officer

  
  

WARREN RESOURCES OF CALIFORNIA, INC.,
a California corporation, as Pledgor

  
WARREN E&P, INC., a New Mexico corporation, as
Pledgor

  
WARREN MARCELLUS LLC, a Delaware limited
liability company, as Pledgor

   
   

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Treasurer
 

Signature Page to
Pledge Agreement

 



 
WILMINGTON TRUST, NATIONAL
ASSOCIATION, as Administrative Agent

   
   

By: /s/ Joshua G. James
Name: Joshua G. James
Title: Vice President
 

Signature Page to
Pledge Agreement

 



 
Acknowledgement of Issuers

 
Dated May 22, 2015

 
Each of the undersigned Issuers (as defined in the foregoing Pledge Agreement; capitalized terms used herein having the meanings assigned in such

Pledge Agreement), hereby (i) acknowledges that it has received an executed copy of the Pledge Agreement, (ii) agrees to record in its records the pledge of
the equity interests of such Issuer as provided in the Pledge Agreement, and (iii) waives any right to at any time hereafter be provided with a copy of the
foregoing Pledge Agreement in connection with any exercise by Administrative Agent (or its agent or nominee) of voting or other consensual rights in
respect of the Pledged Collateral or any registration of any of the Pledged Collateral in the name of Administrative Agent (or its agent or nominee
 

Each Issuer agrees to comply with instructions originated by Administrative Agent with respect to the Pledged Collateral without further consent of
the Pledgors and acknowledges that it is the intention of the Pledge Agreement to grant “control” to Administrative Agent within the meaning of Articles 8
and 9 of the UCC, to the extent the same may be applicable to the Pledged Collateral.
 

Acknowledgment - 1



 
WARREN RESOURCES OF CALIFORNIA, INC.

   

   
By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Treasurer
 

Acknowledgment - 2

WARREN E&P, INC.



 
Exhibit A

 
Identification of Pledged Securities

 

Pledgor
 

Issuer
 

Class or 
Other 

Description 
of Pledged 
Securities

 

Certificate 
Number (if 
applicable)

 

Number of 
Pledged 
Securities

 

Total 
Outstanding 

Securities
 

Percentage of 
Total 

Outstanding 
Securities 

Pledged
Warren
Resources, Inc.

Warren Resources
of California, Inc.,

a California
corporation

Common stock 2
 

100
 

100
 

100%

Warren
Resources, Inc.

Warren E&P, Inc.,
a New Mexico

corporation

Common stock 1
 

223,662
 

223,662
 

100%
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Exhibit B

 

 
 accordance with the terms of the Pledge Agreement referenced below.  The

undersigned directs that this Pledge Supplement be attached to the Pledge Agreement, dated as of May 22, 2015, between the undersigned and
WILMINGTON TRUST, NATIONAL ASSOCIATION, in its capacity as Administrative Agent (the “Pledge Agreement”; capitalized terms used and not
defined herein having the meanings assigned thereto in the Pledge Agreement), and that the equity interests listed below shall be deemed to be part of the
Pledged Collateral.
 

[The undersigned agrees by its signature below to become a Pledgor under the Pledge Agreement with the same force and effect as if originally
named therein as a Pledgor, and the undersigned hereby agrees to all the terms and provisions of the Pledge Agreement applicable to it as a Pledgor
thereunder.]
 

The undersigned hereby certifies that the representations and warranties in Section 4 of the Pledge Agreement are and continue to be true and
correct, both as to the shares, instruments and any other property pledged prior to this Pledge Supplement and as to the shares, instruments and any other
property pledged pursuant to this Pledge Supplement.
 

The undersigned hereby represents and warrants that Exhibit A attached hereto completely and accurately identifies, as of the date set forth above,
(i) the number of issued and outstanding equity interests of each Issuer held by the undersigned and (ii) the percentage of the undersigned’s ownership of the
aggregate issued and outstanding equity interests of each Issuer.  Each Pledged Security has been duly and validly authorized and issued to the undersigned
and, if applicable, is fully paid and non-assessable.
 

The undersigned further agrees that this Pledge Supplement may be attached to the Pledge Agreement and that the Pledged Securities listed on this
Pledge Supplement are a part of the Pledged Securities referred to in the Pledge Agreement and shall secure all Obligations referred to in the Pledge
Agreement.
 

This Pledge Supplement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures
thereto and hereto were upon the same instrument.  Delivery of an executed signature page by facsimile or other electronic transmission (e.g.  “pdf” or “tif”
format) shall be effective as delivery of a manually executed counterparty hereof.  This Pledge Supplement constitutes the entire agreement and
understanding among the parties hereto and supersedes any and all prior agreements and understandings, oral or written, relating to the subject matter hereof.
 

THIS PLEDGE SUPPLEMENT AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES HEREUNDER SHALL BE GOVERNED BY,
AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.
 

Exhibit B - 1

Pledge Supplement

This Pledge Supplement is dated as of           , , 20      and is provided in



 
Any provision of this Pledge Supplement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the

extent of such prohibition or unenforceability without invalidating the remaining provisions hereof and in the Pledge Agreement, and any such prohibition
or unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.  The parties hereto shall
endeavor in good-faith negotiations to replace the invalid, illegal or unenforceable provisions with valid provisions the economic effect of which comes as
close as possible to that of the invalid, illegal or unenforceable provisions.
 

All notices, requests and demands pursuant hereto shall be made in accordance with Section 18 of the Pledge Agreement.  All communications and
notices hereunder to each party that becomes a Pledgor pursuant to this Pledge Supplement shall be given to it in care of the Borrower at the Borrower’s
address set forth in Section 13.2 of the Credit Agreement.
 

In witness whereof, the undersigned and Administrative Agent have duly executed this Pledge Supplement as of the date first written above.
 

[NAME OF PLEDGOR], a [·], as Pledgor
   

By:
Name:
Title:

   
   

WILMINGTON TRUST, NATIONAL
ASSOCIATION, as Administrative Agent

   
   

By:
Name:
Title:
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Exhibit A to Pledge Supplement

 
Identification of Pledged Securities

 

Pledgor Issuer
 

Class or 
Other 

Description 
of Pledged 
Securities

 

Certificate 
Number (if 
applicable)

 

Number of 
Pledged 
Securities

 

Total
Outstanding 

Securities
 

Percentage of 
Total

Outstanding
Securities
Pledged
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Exhibit 10.45
 

GUARANTY
 

May 22, 2015
 

THIS GUARANTY (as amended, restated, amended and restated, supplemented or otherwise modified from time to time, this “Guaranty”) is dated as
of May 22, 2015 and is made by WARREN RESOURCES OF CALIFORNIA, INC., a California corporation (“Warren California”), WARREN E&P, INC., a
New Mexico corporation (“Warren E&P”), WARREN MARCELLUS LLC, a Delaware limited liability company (“Warren Marcellus” and together with
Warren California, Warren E&P and any other entity that becomes a party hereto from time to time after the date hereof as provided herein, the “Guarantors”)
in favor of WILMINGTON TRUST, NATIONAL ASSOCIATION, in its capacity as administrative agent under the Credit Agreement described below
(“Administrative Agent”).
 

W I T N E S S E T H
 

WHEREAS, the Warren Resources, Inc., a Maryland corporation (the “Borrower”) is party to that certain Credit Agreement (as amended, restated,
amended and restated, supplemented or otherwise modified in writing from time to time, the “Credit Agreement”; capitalized terms used and not otherwise
defined herein shall have the respective meanings provided for in the Credit Agreement) dated as of even date herewith among the Borrower, the financial
institutions or other entities from time to time party thereto (the “Lenders”) and the Administrative Agent;
 

WHEREAS, each Guarantor is a Subsidiary of the Borrower; and
 

WHEREAS, as one of the conditions to making Loans and other financial accommodations available to Borrower under the Credit Agreement, the
Lenders have required that each of the Guarantors guaranty the obligations of Borrower to Administrative Agent and the Lenders.
 

NOW, THEREFORE, in consideration of the foregoing, and in order to induce Lenders to make the Loans and other financial accommodations
available to the Borrower under the Credit Agreement, each Guarantor hereby agrees with Administrative Agent, for its benefit and the benefit of Lenders, as
follows:
 

I.                                        GUARANTY
 

For value received, and in consideration of any loan, advance or financial accommodation of any kind whatsoever heretofore, now or hereafter made,
given or granted to Borrower by Administrative Agent or any Lender, each Guarantor jointly and severally hereby unconditionally guaranties the full and
prompt payment and performance when due, whether at maturity or earlier, by reason of acceleration or otherwise, and at all times thereafter, of all of the
Obligations.  Without limiting the foregoing, the Obligations guaranteed hereby include all fees, costs and expenses (including attorneys’ fees and expenses),
incurred by Administrative Agent or any Lender in attempting to collect any amount due under this Guaranty (or otherwise enforcing this Guaranty), or in
prosecuting any action against Borrower, any Guarantor or any other guarantor of all or part of the Obligations and all interest, fees, costs and expenses owing
to
 

[GUARANTY]
 



 
Administrative Agent or any Lender after the commencement of bankruptcy proceedings with respect to Borrower, any Guarantor or any other guarantor of all
or part of the Obligations (whether or not the same may be collected while such proceedings are pending).
 

If Borrower shall for any reason fail to pay any Obligation, as and when such Obligation shall become due and payable, whether at its stated
maturity, as a result of the exercise of any power to accelerate, or otherwise, each Guarantor will, upon demand by Administrative Agent, pay such Obligation
in full to Administrative Agent for the benefit of Lenders.  If Borrower shall for any reason fail to perform promptly any Obligation that is not for the payment
of money, each Guarantor will, upon demand by Administrative Agent, cause such Obligation to be performed or, if specified by Administrative Agent,
provide sufficient funds, in such amount and manner as Administrative Agent shall in good faith determine, for the prompt, full and faithful performance of
such Obligation by Administrative Agent or such other Person as Administrative Agent shall designate. Without limiting the generality of the foregoing,
each Guarantor will pay all amounts that constitute part of the Obligations and would be owing but for the fact that they are unenforceable or not allowable
due to the existence of a bankruptcy, reorganization or similar proceeding.
 

Each Guarantor hereby agrees that this Guaranty is a present and continuing guaranty of payment and not of collection and that its obligations
hereunder shall be unconditional, irrespective of (i) the validity or enforceability of the Obligations or any part thereof, or of any of the Financing
Documents, (ii) the waiver or consent by Administrative Agent or any Lender with respect to any provision of any Financing Document, or any amendment,
modification or other change with respect to any Financing Document, (iii) any merger or consolidation of Borrower, any Guarantor or any other guarantor of
all or part of the Obligations into or with any Person or any change in the ownership of the equity of Borrower, any Guarantor or any other guarantor of all or
part of the Obligations, (iv) any dissolution of any Guarantor or any insolvency, bankruptcy, liquidation, reorganization or similar proceedings with respect
to Borrower, any Guarantor or any other guarantor of all or part of the Obligations, (v) any action or inaction on the part of Administrative Agent or any
Lender, including the absence of any attempt to collect the Obligations from Borrower, any Guarantor or any other guarantor of all or part of the Obligations
or other action to enforce the same or the failure by Administrative Agent to take any steps to perfect and maintain its Lien on, or to preserve its rights to, any
security or collateral for the Obligations, (vi) Administrative Agent’s election, in any proceeding instituted under Chapter 11 of Title 11 of the United States
Code (11 U.S.C. Section 101 et seq.), as amended (the “Bankruptcy Code”), of the application of Section 1111(b)(2) of the Bankruptcy Code, (vii) any
borrowing or grant of a Lien by Borrower, any Guarantor or any other guarantor of all or part of the Obligations, as debtor-in-possession, under Section 364 of
the Bankruptcy Code, (viii) the disallowance, under Section 502 of the Bankruptcy Code, of all or any portion of Administrative Agent’s or any Lender’s
claims for repayment of the Obligations, (ix) Administrative Agent’s or any Lender’s inability to enforce the Obligations of Borrower as a result of the
automatic stay provisions under Section 362 of the Bankruptcy Code, (x) the discharge or release by Administrative Agent and/or Lenders of any Guarantor’s
obligations and liabilities under this Guaranty or (xi) any other circumstance which might otherwise constitute a legal or equitable discharge or defense of
Borrower, any Guarantor or any other guarantor of all or part of the Obligations.
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This Guaranty is a continuing guaranty and shall remain in full force and effect until the latest of (i) the payment in full in cash of the Obligations

and all other amounts payable under this Guaranty; (ii) the date on which all commitments of the Administrative Agent and the Lenders under the Credit
Agreement shall terminate and (iii) the latest date of expiration or termination of all commitments and letters of credit issued under the Credit Agreement. 
This Guaranty and each other Financing Document to which any Guarantor is a party shall continue to be effective or be reinstated, as the case may be, if at
any time any payment of any Obligation is rescinded or must otherwise be returned by Administrative Agent or any Lender as a result of the insolvency,
bankruptcy or reorganization of any Credit Party or otherwise, all as though such payment had not been made, and each Guarantor jointly and severally will
pay such amount to the applicable party on demand. Any transfer by subrogation that is made as contemplated in this Guaranty prior to any such payment
shall (regardless of the terms of such transfer), be automatically voided upon the making of any such payment or payments, and all rights so transferred shall
thereupon automatically revert to and be vested in Administrative Agent for the benefit of Lenders.
 

Notwithstanding any provision of this Guaranty to the contrary, it is intended that this Guaranty, and any Liens granted by each Guarantor to secure
the obligations and liabilities arising pursuant to this Guaranty, not constitute a “Fraudulent Conveyance” (as defined below).  Consequently, each Guarantor
agrees that if this Guaranty, or any Liens securing the obligations and liabilities arising pursuant to this Guaranty, would, but for the application of this
sentence, constitute a Fraudulent Conveyance, this Guaranty and each such Lien shall be valid and enforceable only to the maximum extent that would not
cause this Guaranty or such Lien to constitute a Fraudulent Conveyance, and this Guaranty shall automatically be deemed to have been amended
accordingly at all relevant times. For purposes hereof, “Fraudulent Conveyance” means a fraudulent conveyance or fraudulent transfer under Section 548 of
the Bankruptcy Code or a fraudulent conveyance or fraudulent transfer under the provisions of any applicable fraudulent conveyance or fraudulent transfer
law or similar law of any state, nation or other governmental unit, as in effect from time to time.
 

No payment made by or for the account or benefit of any Guarantor (including (i) a payment made by Borrower in respect of the Obligations, (ii) a
payment made by any other Guarantor pursuant to this Guaranty, (iii) a payment made by any Person under any other guaranty of the Obligations or (iv) a
payment made by means of set-off or other application of funds by Administrative Agent or any Lender), pursuant to this Guaranty shall entitle any
Guarantor, by subrogation or otherwise, to any payment by Borrower or from or out of any property of Borrower, and no Guarantor shall exercise any right or
remedy against Borrower or any property of Borrower including any right of contribution or reimbursement by reason of any performance by any Guarantor
under this Guaranty, until the Obligations have been paid in full and the Credit Agreement has been terminated.
 

Each Guarantor hereby waives diligence, presentment, demand of payment, filing of claims with a court in the event of any bankruptcy proceeding
(or other insolvency proceeding), of Borrower, protest or notice with respect to the Obligations and all demands whatsoever, and covenants that this Guaranty
will not be discharged, except by complete and irrevocable payment and performance of the obligations and liabilities contained herein.  No notice to any
Guarantor or any other party shall be required for Administrative Agent, on behalf of Administrative Agent
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or any Lender, to make demand hereunder.  Such demand shall constitute a mature and liquidated claim against each Guarantor.  Upon the occurrence and
during the continuance of any Event of Default, Administrative Agent may, at its sole election, proceed directly and at once, without notice, against any
Guarantor to collect and recover the full amount or any portion of the Obligations, without first proceeding against Borrower, any other Guarantor, any other
Person or any security or collateral for the Obligations.
 

Administrative Agent and Lenders are hereby authorized, without notice or demand to any Guarantor and without affecting or impairing the liability
of any Guarantor hereunder, to, from time to time, (i) renew, extend, accelerate or otherwise change the time for payment of, or other terms relating to, the
Obligations or otherwise modify, amend or change the terms of any Financing Document, (ii) accept partial payments on the Obligations, (iii) take and hold
collateral for the payment of the Obligations, or for the payment of this Guaranty, or for the payment of any other guaranties of the Obligations or other
liabilities of Borrower, and exchange, enforce, waive and release any such collateral, (iv) apply such collateral and direct the order or manner of sale thereof
as in their sole discretion they may determine and (v) settle, release, compromise, collect or otherwise liquidate the Obligations and any collateral therefor in
any manner.
 

During the continuance of any Event of Default, each Lender is hereby authorized by each Guarantor at any time or from time to time, with
reasonably prompt subsequent notice to such Guarantor (any prior or contemporaneous notice being hereby expressly waived to the extent permitted by
applicable law), to set off and to appropriate and to apply any and all balances and other property at any time held or owing by such Lender (or any branch or
agency thereof), to or for the credit or for the account of such Guarantor, against and on account of any of the Obligations; except that no Lender shall
exercise any such right without the prior written consent of Administrative Agent. Each Guarantor agrees, to the fullest extent permitted by Law, that any
Lender (or any branch or agency thereof), may exercise its right to set off with respect to the Obligations as provided in this paragraph.
 

At any time after maturity of the Obligations, Administrative Agent and Lenders may, in their sole discretion, without notice to any Guarantor and
regardless of the acceptance of any collateral for the payment hereof, appropriate and apply toward payment of the Obligations (i) any indebtedness due or to
become due from Administrative Agent or any Lender to any Guarantor and (ii) any moneys, credits or other property belonging to any Guarantor at any time
held by or coming into the possession of Administrative Agent or any Lender or any Affiliates thereof, whether for deposit or otherwise.
 

Each Guarantor hereby assumes responsibility for keeping itself informed of the financial condition of Borrower, and any and all endorsers and other
guarantors of all or any part of the Obligations and of all other circumstances bearing upon the risk of nonpayment of the Obligations or any part thereof that
diligent inquiry would reveal, and each Guarantor hereby agrees that neither Administrative Agent nor any Lender shall have any duty to advise any
Guarantor of information known to such Administrative Agent or Lender regarding such condition or any such circumstances. Each Guarantor hereby
acknowledges familiarity with Borrower’s financial condition and that it has not relied on any statements by Administrative Agent or any Lender in
obtaining such information.  In the event Administrative Agent or any
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Lender, in its sole discretion, undertakes at any time or from time to time to provide any such information to any Guarantor, neither Administrative Agent nor
any Lender shall be under any obligation (i) to undertake any investigation with respect thereto, (ii) to disclose any information which, pursuant to accepted
or reasonable commercial finance practices, Administrative Agent or such Lender wishes to maintain confidential or (iii) to make any other or future
disclosures of such information, or any other information, to such Guarantor.
 

Each Guarantor consents and agrees that neither Administrative Agent nor any Lender shall be under any obligation to marshal any assets in favor of
any Guarantor or against or in payment of any or all of the Obligations.  Each Guarantor further agrees that, to the extent that Borrower makes a payment or
payments to Administrative Agent or any Lender, or Administrative Agent or any Lender receives any proceeds of Collateral, which payment or payments or
any part thereof are subsequently invalidated, declared to be fraudulent or preferential, set aside or required to be repaid to Borrower, its estate, trustee,
receiver or any other party, including any Guarantor, under any bankruptcy law, state or federal law, common law or equitable cause, then to the extent of
such payment or repayment, the Obligations or the part thereof which has been paid, reduced or satisfied by such amount shall be reinstated and continued in
full force and effect as of the date such initial payment, reduction or satisfaction occurred, and this Guaranty shall continue to be in existence and in full force
and effect, irrespective of whether any evidence of indebtedness has been surrendered or cancelled.
 

Each Guarantor subordinates all debts, liabilities and other obligations owed to such Guarantor by each other Credit Party (the “Subordinated
Obligations”), to the Obligations as follows:
 

1.                                      Except during the continuance of a Default (including the commencement and continuation of any proceeding under any
bankruptcy law relating to any other Credit Party), Guarantor may receive regularly scheduled payments from any other Credit Party on account of
the Subordinated Obligations.  After the occurrence and during the continuance of any Default (including the commencement and continuation of
any proceeding under any bankruptcy law relating to any other Credit Party), unless Administrative Agent otherwise agrees, such Guarantor shall
not demand, accept or take any action to collect any payment on account of any Subordinated Obligation.

 
2.                                      In any proceeding under any bankruptcy law relating to any other Credit Party, the Administrative Agent and the Lenders shall be

entitled to receive payment in full in cash of all Obligations (including all interest and expenses accruing after the commencement of a proceeding
under any bankruptcy law, whether or not constituting an allowed claim in such proceeding (“Post-Petition Interest”)), before such Guarantor
receives payment of any Subordinated Obligation.

 
3.                                      After the occurrence and during the continuance of any Default (including the commencement and continuation of any proceeding

under any bankruptcy law relating to any other Credit Party), such Guarantor shall, if Administrative Agent so requests, collect, enforce and receive
payments on account of the Subordinated Obligations as trustee for the Administrative Agent and Lender and deliver such payments to the Agent on
account of the Obligations (including all Post-Petition Interest),
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together with any necessary endorsements or other instruments of transfer, but without reducing or affecting in any manner the liability of such
Guarantor under the other provisions of this Guaranty.

 
Until all Obligations have been paid in full in cash and otherwise performed in full, and all obligations under each other Financing Document to

which any Guarantor is a party have been paid and performed in full, no Guarantor shall have any right of subrogation, reimbursement, indemnity,
exoneration, contribution or any other claim against any Credit Party or any security in connection with this Guaranty.  Until such time, each Guarantor
waives any right to enforce any remedy that such Guarantor may have against Borrower and any right to participate in any collateral security.  If any amount
shall be paid to any Guarantor on account of any subrogation or other right, any such other remedy, or any collateral security at any time when all of the
Obligations and all other expenses guaranteed pursuant hereto shall not have been paid in full, such amount shall be held in trust for the benefit of
Administrative Agent and Lenders, shall be segregated from the other funds of such Guarantor and shall forthwith be paid over to Administrative Agent to be
held by Administrative Agent for the benefit of Administrative Agent and Lenders as collateral security for, or then or at any time thereafter applied in whole
or in part by Administrative Agent against, any Obligation, whether matured or unmatured, in such order as Administrative Agent shall elect. If any Guarantor
shall have paid any Obligation and if all of the Obligations shall have been paid in full in cash, the Agent will, at expense and reasonable request, execute
and deliver to such Guarantor (without recourse, representation or warranty), appropriate documents necessary to evidence the transfer, without representation
or warranty, by subrogation to such Guarantor of an interest in the Obligations resulting from such payment by such Guarantor; provided that (i) such transfer
shall be subject to the reinstatement provisions of this Guaranty, and (ii) without the consent of Administrative Agent (which Administrative Agent may
withhold in its discretion), such Guarantor shall not have the right to be subrogated to any claim or right against any Credit Party that has become owned by
Administrative Agent or any Lender, whose ownership has otherwise changed in the course of enforcement of the Credit Documents, or that Administrative
Agent otherwise has released or wishes to release from its Obligations.
 

After all Obligations have been paid in full in cash and otherwise performed in full, and all obligations under each other Financing Document to
which any Guarantor is a party have been paid and performed in full, all Guarantors that have made payments in respect of the Obligations shall be entitled to
contribution from all other Guarantors, to the end that all such payments upon the Obligations shall be shared among all such Guarantors in proportion to
their respective Net Worths; provided that the contribution obligations of each such Guarantor shall be limited to the maximum amount that it can pay at
such time without rendering its contribution obligations voidable under applicable law relating to fraudulent conveyances or fraudulent transfers. “Net
Worth” means, at any time and for any Guarantor:
 

1.                                the fair value of such Guarantor’s assets (other than such right of contribution), minus
 

2.                                the fair value of such Guarantor’s liabilities (other than its liabilities under its guaranty of the Obligations).
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Each Guarantor also waives all set-offs and counterclaims and all presentments, demands for performance, notices of nonperformance, protests,

notices of protest, notices of dishonor, and notices of acceptance of this Guaranty.  Each Guarantor further waives all notices of the existence, creation or
incurring of new or additional indebtedness, arising either from additional loans extended to Borrower or otherwise, and also waives all notices that the
principal amount, or any portion thereof, or any interest under or on any Financing Document is due, notices of any and all proceedings to collect from the
maker, any endorser or any other guarantor of all or any part of the Obligations, or from anyone else, and, to the extent permitted by law, notices of exchange,
sale, surrender or other handling of any security or collateral given to Administrative Agent to secure payment of the Obligations.
 

II.                                   MISCELLANEOUS
 

Each Guarantor hereby represents and warrants to Administrative Agent and Lenders that (i) it is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its organization, (ii) the execution, delivery and performance by such Guarantor of this Guaranty and the other
Financing Documents to which it is a party are within its powers, have been duly authorized by all necessary action pursuant to its Organizational
Documents, require no further action by or in respect of, or filing with, any governmental body, agency or official and do not violate, conflict with or cause a
breach or a default under any provision of applicable law or regulation, any of its Organizational Documents or any agreement, judgment, injunction, order,
decree or other instrument binding upon it and (iii) this Guaranty, and each other Financing Document to which it is a party, constitutes a valid and binding
agreement or instrument of such Guarantor, enforceable against such Guarantor in accordance with its respective terms, except as the enforceability thereof
may be limited by bankruptcy, insolvency or other similar laws relating to the enforcement of creditors’ rights generally and by general equitable principles.
In addition to and without limitation of the foregoing, each Guarantor hereby confirms that it has reviewed the representations and warranties contained in
Article 3 of the Credit Agreement and the covenants contained in Articles 4 and 5 of the Credit Agreement and agrees that such representations and
warranties and covenants shall be deemed to have been made by such Guarantor (as if such representations and warranties and covenants referred to such
Guarantor), herein and shall be fully incorporated in this Guaranty by reference thereto (provided, that such Guarantor shall only be deemed to have made
such representations and warranties with respect to itself and its Subsidiaries).
 

Each Guarantor hereby agrees to the provisions of Section 2.13 and 11.10 of the Credit Agreement, which are incorporated herein by reference.
 

Any payment received by Administrative Agent from any Guarantor (or from any Lender pursuant to the preceding paragraph), shall be applied by
the Administrative Agent in accordance with the Credit Agreement.
 

The initial Guarantors hereunder shall the Persons that are signatories hereto.  From time to time subsequent to the date hereof, additional Persons
may become parties hereto as additional Guarantors (each an “Additional Guarantor”) by executing a Counterpart to Guaranty in the form of Exhibit A
attached hereto (or such other form as may be satisfactory to the Lead Lenders and Administrative Agent).  Upon delivery of any such Counterpart to
Guaranty to the
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Administrative Agent, notice of which is hereby waived by Guarantors, each such Additional Guarantor shall be a Guarantor and shall be a party hereto as if
such Additional Guarantor were an original signatory hereof.  Each Guarantor expressly agrees that its obligations arising hereunder shall not be affected or
diminished by the addition or release of any other Guarantor hereunder, or by any election by Administrative Agent or any Lenders not to cause any
Subsidiary of the Borrower to become an Additional Guarantor hereunder.  This Guaranty shall be fully effective as to any Guarantor that is or becomes a
party hereto regardless of whether any such Person becomes or fails to become or ceases to be a Guarantor hereunder.
 

No delay on the part of Administrative Agent in the exercise of any right or remedy shall operate as a waiver thereof, and no single or partial exercise
by Administrative Agent of any right or remedy shall preclude any further exercise thereof; nor shall any modification or waiver of any of the provisions of
this Guaranty be binding upon Administrative Agent or Lenders, except as expressly set forth in a writing duly signed and delivered on Administrative
Agent’s behalf by an authorized officer or agent of Administrative Agent. Administrative Agent’s or any Lender’s failure at any time or times hereafter to
require strict performance by Borrower or any Guarantor of any of the provisions, warranties, terms and conditions contained in this Guaranty shall not waive,
affect or diminish any right of Administrative Agent and Lenders at any time or times hereafter to demand strict performance thereof and such right shall not
be deemed to have been waived by any act or knowledge of Administrative Agent or any Lender, or its respective agents, officers or employees, unless such
waiver is contained in an instrument in writing signed by an officer or agent of Administrative Agent, and directed to Borrower or a Guarantor, as applicable,
specifying such waiver. No failure or delay by Administrative Agent or any Lender in exercising any right, power or privilege under this Guaranty shall
operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right,
power or privilege.  The rights and remedies herein provided shall be cumulative and not exclusive of any rights or remedies provided by law.
 

Without limiting any other obligation of any Guarantor or remedy of Administrative Agent or Lenders under this Guaranty, each Guarantor hereby
agrees to indemnify, pay and hold harmless Indemnitees from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments,
suits, claims, costs, expenses and disbursements of any kind or nature whatsoever (including the reasonable fees and disbursements of counsel for such
Indemnitee), in connection with any investigative, response, remedial, administrative or judicial matter or proceeding, whether or not such Indemnitee shall
be designated a party thereto and including any such proceeding initiated by or on behalf of a Credit Party, and the reasonable expenses of investigation by
engineers, environmental consultants and similar technical personnel and any commission, fee or compensation claimed by any broker (other than any broker
retained by Administrative Agent or Lenders), asserting any right to payment for the transactions contemplated hereby, which may be imposed on, incurred
by or asserted against such Indemnitee as a result of or in connection with the transactions contemplated hereby or by the other Financing Documents and the
use or intended use of the proceeds of the Loans and Letters of Credit, except such Guarantor shall have no obligation hereunder to an Indemnitee with
respect to any liability resulting from the gross negligence or willful misconduct of such Indemnitee, as determined by a final non-appealable judgment of a
court of competent jurisdiction. To the extent that the undertaking set forth in the immediately preceding sentence may be unenforceable, each Guarantor
shall contribute the maximum portion which it is
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permitted to pay and satisfy under applicable Law to the payment and satisfaction of all such indemnified liabilities incurred by the Indemnitees or any of
them.  The obligations of each Guarantor to indemnify and pay the Indemnitees for fees and disbursements of counsel in connection with any litigation,
dispute, suit or proceeding relating to any Financing Document and in connection with any workout, collection, bankruptcy, insolvency and other
enforcement proceedings under any and all Financing Documents shall be limited to such costs and expenses for counsel to Administrative Agent and for
only one counsel acting for all Lenders (other than Administrative Agent).
 

This Guaranty shall be binding upon Guarantors and their respective successors and assigns and shall inure to the benefit of Administrative Agent
and Lenders and their respective successors and assigns, except that no Guarantor may assign its obligations hereunder without the written consent of
Administrative Agent.  All notices, approvals, requests, demands and other communications hereunder shall be given in accordance with the notice provision
of the Credit Agreement; provided, that such notices shall be given to each Guarantor at its address or facsimile number set forth on Annex I hereto.
 

Any term defined herein may be used in the singular or plural.  “Include”, “includes” and “including” shall be deemed to be followed by “without
limitation”.  Except as otherwise specified or limited herein, references to any Person include the successors and assigns of such Person.  References “from” or
“through” any date mean, unless otherwise specified, “from and including” or “through and including”, respectively.  Unless otherwise specified herein, the
settlement of all payments and fundings hereunder between or among the parties hereto shall be made in lawful money of the United States and in
immediately available funds.
 

THIS GUARANTY AND ALL MATTERS RELATING HERETO (WHETHER SOUNDING IN CONTRACT LAW, TORT LAW OR
OTHERWISE), SHALL BE GOVERNED BY, AND SHALL BE CONSTRUED AND ENFORCED IN ACCORDANCE WITH, THE LAWS OF THE
STATE OF NEW YORK.  TO THE EXTENT PERMITTED BY LAW, EACH GUARANTOR HEREBY CONSENTS TO THE JURISDICTION OF
ANY STATE OR FEDERAL COURT LOCATED WITHIN THE BOROUGH OF MANHATTAN, CITY OF NEW YORK, STATE OF NEW YORK AND
IRREVOCABLY AGREES THAT, SUBJECT TO ADMINISTRATIVE AGENT’S ELECTION, ALL ACTIONS OR PROCEEDINGS ARISING OUT
OF OR RELATING TO THIS GUARANTY OR ANY OTHER FINANCING DOCUMENTS SHALL BE LITIGATED IN SUCH COURTS.  EACH
GUARANTOR EXPRESSLY SUBMITS AND CONSENTS TO THE JURISDICTION OF THE AFORESAID COURTS AND WAIVES ANY DEFENSE
OF FORUM NON CONVENIENS.  TO THE EXTENT PERMITTED BY LAW, EACH GUARANTOR HEREBY WAIVES PERSONAL SERVICE OF
ANY AND ALL PROCESS AND AGREES THAT ALL SUCH SERVICE OF PROCESS MAY BE MADE UPON SUCH GUARANTOR BY CERTIFIED
OR REGISTERED MAIL, RETURN RECEIPT REQUESTED, ADDRESSED TO BORROWER AT THE ADDRESS SET FORTH IN THIS
GUARANTY, OR AS OTHERWISE DESIGNATED IN ACCORDANCE WITH THE NOTICE PROVISIONS OF THE CREDIT AGREEMENT AND
THAT SERVICE SO MADE SHALL BE COMPLETE TEN (10) DAYS AFTER THE SAME HAS BEEN POSTED.
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EACH GUARANTOR AND ADMINISTRATIVE AGENT HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY

IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS GUARANTY, TO THE OTHER FINANCING
DOCUMENTS OR THE TRANSACTIONS CONTEMPLATED THEREBY AND AGREES THAT ANY SUCH ACTION OR PROCEEDING SHALL BE
TRIED BEFORE A COURT AND NOT BEFORE A JURY.  EACH GUARANTOR ACKNOWLEDGES THAT THIS WAIVER IS A MATERIAL
INDUCEMENT TO ENTER INTO A BUSINESS RELATIONSHIP, THAT EACH PARTY HAS RELIED ON THE WAIVER IN ENTERING INTO
THIS GUARANTY AND THE OTHER FINANCING DOCUMENTS, AND THAT EACH PARTY WILL CONTINUE TO RELY ON THIS WAIVER IN
THEIR RELATED FUTURE DEALINGS.  EACH GUARANTOR WARRANTS AND REPRESENTS THAT IT HAS HAD THE OPPORTUNITY OF
REVIEWING THIS JURY WAIVER WITH LEGAL COUNSEL, AND THAT EACH KNOWINGLY AND VOLUNTARILY WAIVES ITS JURY TRIAL
RIGHTS.
 

This Guaranty may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and
hereto were upon the same instrument.
 

Notwithstanding anything herein to the contrary, this Guaranty and the exercise of any right or remedy hereunder are subject to the provisions of
any applicable Intercreditor Agreements, and further, to the extent any provision herein contained shall be inconsistent with any provision contained in any
Intercreditor Agreement, the provisions of such Intercreditor Agreement shall prevail.
 

In addition to and without limitation of any of the foregoing, this Guaranty shall be deemed to be a Financing Document and shall otherwise be
subject to all of general terms and conditions contained in Article 11 of the Credit Agreement, mutatis mutandi.
 

[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF, this Guaranty has been duly executed by each Guarantor as of the date of the Credit Agreement first written above.

 
WARREN RESOURCES OF CALIFORNIA, INC., as a Guarantor

  
  

WARREN E&P, INC., as a Guarantor
  
  

WARREN MARCELLUS LLC, as a Guarantor
  
  

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Treasurer
 

[Signature Page to Guaranty]
 



 
WILMINGTON TRUST, NATIONAL ASSOCIATION, as Administrative
Agent

   
   

By: /s/ Joshua G. James
Name: Joshua G. James
Title: Vice President
 

[Signature Page to Guaranty]
 



 
Exhibit A

 
COUNTERPART TO GUARANTY

 
The Counterpart to Guaranty is dated as of          , 20     and is made by (“Additional Guarantor”) in favor of Wilmington Trust, as Administrative

Agent.  All capitalized terms not defined herein shall have the meaning ascribed to them in the Guaranty hereinafter referenced or in the Credit Agreement
hereinafter referenced.
 

Recitals
 

WHEREAS, Warren Resources, Inc. (the “Borrower”), the financial institutions or other entities from time to time party thereto (the “Lenders”) and
Wilmington Trust, National Association, as administrative agent (in such capacity, together with its successors in such capacity, the “Administrative Agent”)
have entered in to that certain Credit Agreement dated as of May 22, 2015 (as amended, restated, amended and restated, extended, supplemented or otherwise
modified in writing from time to time, the “Credit Agreement”);
 

WHEREAS, in connection with the Credit Agreement, the Borrower and certain Subsidiaries of the Borrower (each a “Guarantor,” and, collectively,
the “Guarantors”) entered into that certain Guaranty (as amended, restated, extended, refinanced ,replaced, supplemented or otherwise modified in writing
from time to time, the “Guaranty”);
 

WHEREAS, the Credit Agreement requires Additional Guarantor to become a party to the Guaranty; and
 

WHEREAS, Additional Guarantor is executing and delivering this Counterpart to Guaranty in order to become a party to the Guaranty;
 

NOW THEREFORE IT IS AGREED:
 

By executing and delivering this Counterpart to Guaranty, Additional Guarantor hereby becomes a party to the Guaranty as a Guarantor thereunder
with the same force and effect as if originally named therein as a Guarantor and, without limiting the generality of the foregoing, hereby expressly assumes all
obligations and liabilities of a Guarantor thereunder.  Additional Guarantor hereby represents and warrants that each of the representations and warranties in
the Credit Agreement applicable to Additional Guarantor, is true and correct with respect to Additional Guarantor in all material respects on and as of the date
hereof (after giving effect to this Counterpart to Guaranty).
 

This Counterpart to Guaranty may be executed in any number of separate counterparts, each of which, when so executed, shall be deemed an
original, and all of said counterparts taken together shall be deemed to constitute but one and the same instrument.  Delivery of an executed signature
page by facsimile or other electronic transmission (e.g. “pdf” or “tif” format) shall be effective as delivery of a manually executed counterpart hereof.
 

This Counterpart to Guaranty shall be governed by, and construed in accordance with, the laws of the State of New York and applicable federal law.
 



 
IN WITNESS WHEREOF, the undersigned Additional Guarantor has caused this Counterpart to Guaranty to be duly executed and delivered by its

officer thereunto duly authorized as of the date first set forth above.
 

[NAME OF ADDITIONAL GUARANTOR], as Additional Guarantor
  
   

By:
Name:
Title:

 



 
ANNEX I

 
Addresses

 
Warren Resources of California, Inc.
301 East Ocean Avenue, Suite 1010
Long Beach, CA 90802
 
Warren E&P, Inc.
123 West 1  Street
Casper, WY 82601
 
Warren Marcellus LLC
489 Fifth Avenue
New York, NY 10017

 

st



Exhibit 10.51
 

INTERCREDITOR AGREEMENT
 

THIS INTERCREDITOR AGREEMENT is dated as of October 22, 2015, among WILMINGTON TRUST, NATIONAL ASSOCIATION, as First Lien
Credit Agreement Agent, each Other First Priority Lien Obligations Agent from time to time party hereto, each in its capacity as First Lien Agent, Cortland
Products Corp., as Second Lien Credit Agreement Agent, in its capacity as Second Lien Agent.
 

A.                                    WHEREAS, Warren Resources, Inc., a Maryland corporation (the “Company”), (i) is party to the Credit Agreement dated as of May 22,
2015 (as amended, restated, amended and restated, replaced, Refinanced, supplemented or otherwise modified from time to time, the “First Lien Credit
Agreement”) among the Company, the lenders party thereto from time to time, Wilmington Trust, National Association, as administrative agent and
collateral agent and the other parties thereto and (ii) may become a party to Other First Priority Lien Obligations Credit Documents; and
 

B.                                    WHEREAS, the Company is party to the Second Lien Credit Agreement, dated as of October 22, 2015 (as amended, restated, amended and
restated, replaced, Refinanced, supplemented or otherwise modified from time to time, the “Second Lien Credit Agreement”), among the Company, the
lenders party thereto from time to time, Cortland Products Corp., as administrative agent and the other parties thereto.
 

Accordingly, in consideration of the foregoing, the mutual covenants and obligations herein set forth and for other good and valuable consideration,
the sufficiency and receipt of which are hereby acknowledged, the parties hereto, intending to be legally bound, hereby agree as follows:
 

SECTION 1.                                                 Definitions.
 

1.1                                Defined Terms.
 

(a)                                 As used in this Agreement, the following terms have the meanings specified below:
 

“Accounts” shall have the meaning set forth in Section 5.5(b).
 

“Affiliate” shall mean, when used with respect to a specified person, another person that directly, or indirectly through one or more intermediaries,
Controls or is Controlled by or is under common Control with the person specified.
 

“Agreement” shall mean this Agreement, as amended, renewed, extended, supplemented or otherwise modified from time to time in accordance with
the terms hereof.
 

“Bankruptcy Code” shall mean Title 11 of the United States Code, as amended.
 

“Bankruptcy Law” shall mean the Bankruptcy Code and any similar federal, state or foreign law for the relief of debtors.
 



 
“Common Collateral” shall mean all of the assets of any Grantor, whether real, personal or mixed, constituting both First Lien Lender Collateral

and Second Priority Collateral, including without limitation any assets in which the First Lien Agents are automatically deemed to have a Lien pursuant to
the provisions of Section 2.3.
 

“Company” shall have the meaning set forth in the recitals, and its successors in such capacity.
 

“Comparable Second Priority Collateral Document” shall mean, in relation to any Common Collateral subject to any Lien created or perfected
under any First Lien Collateral Document, those Second Priority Collateral Documents that create or perfect a second-priority Lien on the same Common
Collateral, granted by the same Grantor.
 

“Control” shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management or policies of a person,
whether through the ownership of voting securities, by contract or otherwise, and “Controlling” and “Controlled” shall have meanings correlative thereto.
 

“DIP Financing” shall have the meaning set forth in Section 6.1.
 

“Discharge of First Lien Lender Claims” shall mean, except to the extent otherwise provided in Section 5.7 below, payment in full in cash (except
for contingent indemnities and cost and reimbursement obligations to the extent no claim has been made) of (a) all Obligations in respect of all outstanding
First Lien Lender Claims and, with respect to letters of credit or letter of credit guaranties outstanding thereunder, delivery of cash collateral or backstop
letters of credit in respect thereof in compliance with the First Lien Credit Agreement, in each case after or concurrently with the termination of all
commitments to extend credit thereunder and (b) any other First Lien Lender Claims that are due and payable or otherwise accrued and owing at or prior to
the time such principal and interest are paid; provided that the Discharge of First Lien Lender Claims shall not be deemed to have occurred if such payments
are made with the proceeds of other First Lien Lender Claims that constitute an exchange or replacement for or a refinancing of such Obligations or First Lien
Lender Claims. In the event the First Lien Lender Claims are modified and the Obligations are paid over time or otherwise modified pursuant to Section 1129
of the Bankruptcy Code, the First Lien Lender Claims shall be deemed to be discharged when the final payment is made, in the manner provided for in the
applicable plan of reorganization, in respect of such indebtedness and any obligations pursuant to such new indebtedness shall have been satisfied.
 

“Disposition” shall have the meaning assigned to such term in Section 5.1(a).
 

“Event of Default” shall mean an “Event of Default” as defined in the First Lien Credit Agreement, any other First Lien Lender Documents, the
Second Lien Credit Agreement, or any other Second Lien Loan Documents, as applicable.
 

“First Lien Agent” shall mean each of (a) the First Lien Credit Agreement Agent and (b) any Other First Priority Lien Obligations Agent.
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“First Lien Collateral Agreement” shall mean the Security Agreement, dated as of May 22, 2015, among the Company, certain other Grantors, and

Wilmington Trust, National Association, as collateral agent for the secured parties referred to therein, as the same may be amended, restated, supplemented or
otherwise modified from time to time.
 

“First Lien Collateral Documents” shall mean the First Lien Collateral Agreement and the other “Collateral Documents” as defined in the First
Lien Credit Agreement.
 

“First Lien Credit Agreement” shall have the meaning set forth in the recitals and shall include, in the event such First Lien Credit Agreement is
terminated or replaced and the Company subsequently enters into any “First Lien Credit Agreement” (as defined in the Second Lien Credit Agreement), the
First Lien Credit Agreement designated by the Company to each then extant First Lien Agent and Second Lien Agent to be the “First Lien Credit Agreement”
hereunder.
 

“First Lien Credit Agreement Agent” shall mean Wilmington Trust, National Association, in its capacity as administrative agent and collateral
agent for the First Lien Lenders under the First Lien Credit Agreement and the other First Lien Lender Documents entered into pursuant to the First Lien
Credit Agreement, together with its successors and replacements in such capacity.
 

“First Lien Debt Cap” means, at any time, an amount equal to the sum of:
 

(a)                                 $250,000,000; plus
 

(b)                                 any Indebtedness arising under Swap Contracts (as defined in the First Lien Credit Agreement) entered into with an Eligible Secured Swap
Counterparty (as defined in the First Lien Credit Agreement); plus

 
(c)                                  an additional amount, the sum of which, plus the amounts described in clause (d) hereof (solely in respect of interest that is capitalized as

principal and any additional make-whole amount under the First Lien Lender Documents that is otherwise in excess of the make-whole
amount under the First Lien Lender Documents in effect as of the date hereof), does not exceed as of the date of incurrence thereof
$25,000,000, provided that after giving effect to the incurrence of such amount, (i) the ratio of PDP PV-10 Value to Consolidated Secured
Total Debt as of such date shall be greater than 1.0:1.0 and (ii) the Consolidated Secured Total Leverage Ratio shall be less than 4.0:1.0 and
the Borrower shall have delivered a certificate executed by a Responsible Officer to the Second Lien Agent to such effect; plus

 
(d)                                 all accrued and unpaid interest (including interest that is capitalized as principal) and repayment premiums, expenses, fees and other similar

amounts arising under the relevant First Lien Lender Documents and all accrued and unpaid make-whole amounts in the amounts under the
First Lien Lender Documents in effect on the date hereof; minus
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(e)                                  the sum of (i) the amount of all actual prepayments and repayments applied to any term loans constituting Indebtedness incurred under the

First Lien Credit Agreement (except to the extent that such prepayment or repayment results in a corresponding increase in the Delayed
Draw Commitment (as defined in the First Lien Credit Agreement) in accordance with the terms of the First Lien Credit Agreement) or made
in connection with any Permitted Additional First Lien Debt (as defined in the First Lien Credit Agreement) and (ii) the amount of all
repayment and prepayments of any revolving loans or letters of credit constituting Indebtedness incurred in connection with any Permitted
Additional First Lien Debt (as defined in the First Lien Credit Agreement) or Delayed Draw Commitment (as defined in the First Lien Credit
Agreement), in each case as to this clause (ii) to the extent accompanied by a corresponding reduction in the applicable commitment
amount (excluding reductions in sub-facility commitments not accompanied by a corresponding reduction in the facility commitment
amount and any such repayment or reduction occurring by reason of a refinancing in accordance with this Agreement of the Permitted
Additional First Lien Debt (as defined in the First Lien Credit Agreement) or the Delayed Draw Commitment (as defined in the First Lien
Credit Agreement) in an amount up to the aggregate principal amount of term loans, notes and/or revolving commitments existing prior to
such refinancing); provided, that this Agreement shall not impute any prepayment or repayment obligations under the First Lien Credit
Agreement or any document governing Permitted Additional First Lien Debt (as defined in the First Lien Credit Agreement).

 
“First Lien Lender” shall mean a “Lender” as defined in the First Lien Credit Agreement.

 
“First Lien Lender Cash Management Obligations” shall mean, with respect to the Company and any of its Subsidiaries, all Obligations of such

Person in respect of overdrafts and related liabilities owed to a First Lien Lender or any of its Affiliates and arising from cash management services (including
treasury, depository, overdraft, credit or debit card, electronic funds transfer and other cash management arrangements).
 

“First Lien Lender Claims” shall mean all Obligations arising under the First Lien Credit Agreement (including, for the avoidance of doubt, any
make-whole amounts and repayment premiums), the Other First Priority Lien Obligations Credit Documents and any other First Lien Lender Documents,
whether or not such Obligations constitute Indebtedness, in each case secured by a first-priority Lien on the Common Collateral, including, without
limitation, (a) Obligations arising under Secured Hedge Agreements, (b) First Lien Lender Cash Management Obligations and (c) Obligations under any
agreement that is an exchange or replacement for or an extension, increase or Refinancing of any First Lien Lender Claims. First Lien Lender Claims shall
include (i) all “Obligations”, as defined in the First Lien Collateral Agreement and (ii) all interest, expenses, fees and other amounts accrued or accruing (or
that would, absent the commencement of an Insolvency or Liquidation Proceeding, accrue) after the commencement of an Insolvency or Liquidation
Proceeding in accordance with and at the rate specified in the relevant First Lien Lender Documents whether or not the claim for such interest, expenses, fees
and other amounts is allowed or allowable as a claim in such Insolvency or
 

4



 
Liquidation Proceeding; provided, that any Obligations under the First Lien Credit Agreement in excess of the First Lien Debt Cap (or not permitted to being
incurred under the First Lien Debt Cap) shall not be deemed to be First Lien Lender Claims (and shall be deemed to be third priority lien debt of the
Company, junior in priority to the Second Priority Claims to the same extent as the Second Priority Claims are to the First Lien Lender Claims).
 

“First Lien Lender Collateral” shall mean all of the assets of the Grantors, whether real, personal or mixed, with respect to which a first-priority
Lien is granted as security for any First Lien Lender Claim.
 

“First Lien Lender Documents” shall mean the First Lien Loan Documents, the Other First Priority Lien Obligations Credit Documents, the First
Lien Collateral Documents and each of the other agreements, documents and instruments (including each agreement, document or instrument providing for
or evidencing a First Lien Lender Hedging Obligation or First Lien Lender Cash Management Obligations) providing for, evidencing or securing any First
Lien Lender Claim, including, without limitation, any Obligation under the First Lien Credit Agreement and any other related document or instrument
executed or delivered pursuant to any such document at any time or otherwise evidencing or securing any Obligation arising under any such document.
 

“First Lien Lender Hedging Obligations” shall mean any Obligations under Secured Hedge Agreements.
 

“First Lien Lenders” shall mean the Persons holding First Lien Lender Claims, including the First Lien Agents.
 

“First Lien Loan Documents” means the First Lien Credit Agreement and the other “Financing Documents” as defined in the First Lien Credit
Agreement.
 

“First Lien Purchase Notice” shall have the meaning set forth in Section 7.1.
 

“First Lien Separate Collateral” means all amounts deposited by any First Lien Agent or any other person into an account specially designated to
cash collateralize outstanding letters of credit under the First Lien Lender Documents.
 

“First Priority Designated Agent” shall mean if at any time there is only one First Lien Agent for First Lien Lender Claims with respect to which the
Discharge of First Lien Lender Claims has not occurred, such First Lien Agent.  The Second Lien Agent may treat the First Lien Credit Agreement Agent as
the First Priority Designated Agent until it receives in writing notice that another First Lien Agent is acting as First Priority Designated Agent.
 

“Grantors” shall mean the Company and each Subsidiary of the Company, in each case, that has executed and delivered a Second Priority
Collateral Document or a First Lien Collateral Document.
 

“Indebtedness” shall mean and include all obligations that constitute “Indebtedness” within the meaning of the Second Lien Credit Agreement, the
First Lien Credit Agreement or the Other First Priority Lien Obligations Credit Documents.
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“Insolvency or Liquidation Proceeding” shall mean (a) any case commenced by or against the Company or any other Grantor under any

Bankruptcy Law, any other proceeding for the reorganization, recapitalization or adjustment or marshalling of the assets or liabilities of the Company or any
other Grantor, any receivership or assignment for the benefit of creditors relating to the Company or any other Grantor or any similar case or proceeding
relative to the Company or any other Grantor or its creditors, as such, in each case whether or not voluntary, (b) any liquidation, dissolution, marshalling of
assets or liabilities or other winding up of or relating to the Company or any other Grantor, in each case whether or not voluntary and whether or not
involving insolvency or proceedings under the Bankruptcy Code or any other federal, state or foreign law, or (c) any other proceeding of any type or nature
in which substantially all claims of creditors of the Company or any other Grantor are determined and any payment or distribution is or may be made on
account of such claims.
 

“Lien” shall mean, with respect to any asset, (a) any mortgage, deed of trust, lien, hypothecation, pledge, encumbrance, charge or security interest in
or on such asset, (b) the interest of a vendor or a lessor under any conditional sale agreement, capital lease or title retention agreement (or any financing lease
having substantially the same economic effect as any of the foregoing) relating to such asset and (c) in the case of securities (other than securities
representing an interest in a joint venture that is not a Subsidiary), any purchase option, call or similar right of a third party with respect to such securities.
 

“Obligations” shall mean, with respect to any Person, any payment obligations of such Person of any kind, including, without limitation, any
liability of such Person on any claim, whether or not the right of any creditor to payment in respect of such claim is reduced to judgment, liquidated,
unliquidated, fixed, contingent, matured, disputed, undisputed, legal, equitable, secured or unsecured, and whether or not such claim is discharged, stayed or
otherwise affected by any Insolvency or Liquidation Proceeding. Without limiting the generality of the foregoing, the Obligations of any Grantor under any
First Lien Lender Document or Second Priority Document include the obligations to pay principal, interest (including interest, expenses, fees and other
amounts accrued on or accruing after the commencement of any Insolvency or Liquidation Proceeding, whether or not a claim for post-filing interest,
expenses, fees and other amounts is allowed or allowable in such proceeding) or premium on any Indebtedness, letter of credit commissions (if applicable),
charges, expenses, fees, attorneys’ fees and disbursements, indemnities and other amounts payable by such Grantor to reimburse any amount in respect of any
of the foregoing that any First Lien Lender or Second Priority Secured Party, in its sole discretion, many elect to pay or advance on behalf of such Grantor.
 

“Other First Priority Lien Obligations” means all Obligations (including, without limitation, any interest, fees or expenses which accrue after the
commencement of any Insolvency or Liquidation Proceeding, whether or not allowed or allowable as a claim in any such proceeding) owing or arising under
any Other First Priority Lien Obligations Document; provided, however, for the avoidance of doubt, none of the Obligations under the First Lien Credit
Agreement or any other Financing Document (as defined in the First Lien Credit Agreement) shall constitute Other First Priority Lien Obligations.
 

“Other First Priority Lien Obligations Agent” shall mean, with respect to any Other First Priority Lien Obligations Credit Document, the Person
elected, designated or appointed as
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the administrative agent, trustee, collateral agent or similar representative with respect to such Other First Priority Lien Obligations Credit Document by or on
behalf of the holders of such Other First Priority Lien Obligations and has become a party hereto in accordance with Section 10.21 hereof, and its respective
successors in such capacity.
 

“Other First Priority Lien Obligations Credit Document” means any instruments, agreements or documents evidencing (a) debt facilities or
commercial paper facilities, providing for revolving credit loans, term loans, receivables financing (including through the sale of receivables to lenders or to
special purpose entities formed to borrow from lenders against such receivables) or letters of credit, (b) other financing arrangements, including debt
securities, indentures and/or other forms of debt financing (including convertible or exchangeable debt instruments or bank guarantees or bankers’
acceptances), or (c) instruments or agreements evidencing any other indebtedness, in each case that are to be equally and ratably secured with the First Lien
Lender Claims in respect of the First Lien Credit Agreement and in respect of which an Other First Priority Lien Obligations Agent has become a party hereto
in accordance with Section 10.21 hereof and has become a party to a customary first lien intercreditor agreement pursuant to the terms thereof; provided,
however, that the Obligations in respect of such Other First Priority Lien Obligations Credit Document are permitted to be so incurred in accordance with the
First Lien Lender Documents and the Second Priority Documents.
 

“Other First Priority Lien Obligations Documents” means each Other First Priority Lien Obligations Credit Document and each Other First Priority
Lien Obligations Security Document related thereto.
 

“Other First Priority Lien Obligations Security Documents” means any security agreement or any other document now existing or entered into
after the date hereof that creates Liens on any assets or properties of any Grantor to secure any Other First Priority Lien Obligations.
 

“Other Second Priority Lien Obligations” means all Obligations (including, without limitation, any interest, fees or expenses which accrue after
the commencement of any Insolvency or Liquidation Proceeding, whether or not allowed or allowable as a claim in any such proceeding) owing or arising
under any Other Second Priority Lien Obligations Document; provided, however, for the avoidance of doubt, none of the Obligations under the Second Lien
Credit Agreement or any other Financing Document (as defined in the Second Lien Credit Agreement) shall constitute Other Second Priority Lien
Obligations.
 

“Other Second Priority Lien Obligations Agent” shall mean, with respect to any Other Second Priority Lien Obligations Credit Document, the
Person elected, designated or appointed as the administrative agent, trustee, collateral agent or similar representative with respect to such Other Second
Priority Lien Obligations Credit Document by or on behalf of the holders of such Other Second Priority Lien Obligations and has become a party hereto in
accordance with Section 10.21 hereof, and its respective successors in such capacity.
 

“Other Second Priority Lien Obligations Credit Document” means any instruments, agreements or documents evidencing (a) debt facilities or
commercial paper facilities, providing for revolving credit loans, term loans, receivables financing (including through the sale of
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receivables to lenders or to special purpose entities formed to borrow from lenders against such receivables) or letters of credit, (b) other financing
arrangements, including debt securities, indentures and/or other forms of debt financing (including convertible or exchangeable debt instruments or bank
guarantees or bankers’ acceptances), or (c) instruments or agreements evidencing any other indebtedness, in each case that are to be equally and ratably
secured with the Second Priority Claims in respect of the Second Lien Credit Agreement and in respect of which an Other Second Priority Lien Obligations
Agent has become a party hereto in accordance with Section 10.21 hereof and has become a party to a customary second lien intercreditor agreement
pursuant to the terms thereof; provided, however, that the Obligations in respect of such Other Second Priority Lien Obligations Credit Document are
permitted to be so incurred in accordance with the First Lien Lender Documents and the Second Priority Documents.
 

“Other Second Priority Lien Obligations Documents” means each Other Second Priority Lien Obligations Credit Document and each Other
Second Priority Lien Obligations Security Document related thereto.
 

“Other Second Priority Lien Obligations Security Documents” means any security agreement or any other document now existing or entered into
after the date hereof that creates Liens on any assets or properties of any Grantor to secure any Other Second Priority Lien Obligations.
 

“Person” shall mean any natural person, corporation, business trust, joint venture, association, company, partnership, limited liability company or
government, individual or family trusts, or any agency or political subdivision thereof.
 

“Pledged Collateral” shall mean the Common Collateral in the possession of any First Lien Agent (or its agents or bailees) or after the Discharge of
First Lien Lender Claims, the Second Lien Agent, to the extent that possession thereof perfects a Lien thereon under the Uniform Commercial Code.
 

“Recovery” shall have the meaning set forth in Section 6.4.
 

“Refinance” shall mean, in respect of any indebtedness, to refinance, extend, renew, defease, amend, increase, modify, supplement, restructure,
refund, replace or repay, or to issue other indebtedness or enter alternative financing arrangements, in exchange or replacement for such indebtedness (in
whole or in part), including by adding or replacing lenders, creditors, agents, borrowers and/or guarantors, and including in each case, but not limited to, after
the original instrument giving rise to such indebtedness has been terminated and including, in each case, through any credit agreement, indenture or other
agreement. “Refinanced” and “Refinancing” have correlative meanings.
 

“Remedy Standstill Period” shall mean the period commencing on the date on which the Second Lien Agent has delivered to the First Lien Agent
written notice of the acceleration of any Second Priority Claims (it being understood and agreed that the Second Lien Agent and the Second Lien Lenders
shall not be entitled to deliver a notice of acceleration to start the commencement of such period if, within 60 days following a Second Lien Specified Event
of Default, the First Lien Agent notifies the Second Lien Agent that the event giving rise to such

 
8



 
Second Lien Specified Event of Default has been waived or otherwise cured under the First Lien Credit Agreement), and ending on the earlier to occur of
(i) the date which is 180 days (which period will be tolled during any period in which the First Lien Agent is not entitled, on behalf of the First Lien Lenders,
to enforce or exercise any rights or remedies with respect to any Common Collateral as a result of (A) any injunction issued by a court of competent
jurisdiction or (B) the automatic stay or any other stay in any Insolvency or Liquidation Proceeding) after receipt of such notice and (ii) the date on which the
Discharge of First Lien Lender Claims has occurred. Such written notice from the Second Lien Agent to the First Lien Agent shall reference this Agreement,
and shall declare a “Remedy Standstill Period” to commence.
 

“Required Lenders” shall mean, with respect to any First Lien Lender Documents, those First Lien Lenders the approval of which is required to
approve an amendment or modification of, termination or waiver of any provision of or consent to any departure from such First Lien Lender Documents (or
would be required to effect such consent under this Agreement if such consent were treated as an amendment of the First Lien Lender Documents).
 

“Second Lien Agent” shall mean each of (a) the Second Lien Credit Agreement Agent and (b) any Other Second Priority Lien Obligations Agent.
 

“Second Lien Credit Agreement” shall have the meaning set forth in the recitals and shall include, in the event such Second Lien Credit Agreement
is terminated or replaced and the Company subsequently enters into any “Second Lien Credit Agreement” (as defined in the Second Lien Credit Agreement),
the Second Lien Credit Agreement designated by the Company to each then extant First Lien Agent and Second Lien Agent to be the “Second Lien Credit
Agreement” hereunder.
 

“Second Lien Credit Agreement Agent” shall mean Cortland Products Corp., in its capacity as administrative agent for the Second Lien Lenders
under the Second Lien Credit Agreement and the other Second Priority Documents entered into pursuant to the Second Lien Credit Agreement, together with
its successors and replacements in such capacity.
 

“Second Lien Lender” shall mean a “Lender” as defined in the Second Lien Credit Agreement.
 

“Second Lien Loan Documents” means (a) the Second Lien Credit Agreement and the other “Financing Documents” as defined in the Second Lien
Credit Agreement and (b) any other related document or instrument executed and delivered pursuant to any Second Lien Loan Document described in clause
(a) above evidencing or governing any Obligations thereunder.
 

“Second Lien Purchase Notice” shall have the meaning set forth in Section 8.1.
 

“Second Lien Specified Event of Default” shall mean any Event of Default arising under the Second Lien Credit Agreement due to a breach of the
covenants specified in Sections 4.1(f), 4.1(g), 4.1(h), 4.2, 4.9, 4.10(g), 4.12, 5.3, 5.5, 5.11, 5.12, and 5.15 of the Second Lien Credit Agreement.
 

“Second Priority Claims” shall mean all Obligations arising under the Second Lien Credit Agreement (including, for the avoidance of doubt, any
make-whole amounts and
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repayment premiums), the other Second Lien Loan Documents or any of them, including all fees and expenses of the Second Lien Agent thereunder and all
other Obligations in respect of, or arising under, the Second Priority Documents.
 

“Second Priority Collateral” shall mean all of the assets of the Grantors, whether real, personal or mixed, with respect to which a second-priority
Lien is granted as security for any Second Priority Claim.
 

“Second Priority Collateral Agreement” shall mean the Security Agreement, dated as of October 22, 2015, among the Company, certain other
Grantors and the Second Lien Agent in respect of the Second Lien Credit Agreement, as the same may be amended, restated, supplemented or otherwise
modified from time to time.
 

“Second Priority Collateral Documents” shall mean any agreement, document or instrument pursuant to which a second-priority Lien is now or
hereafter granted securing any Second Priority Claims, or pursuant to which any such second-priority Lien is perfected or under which rights or remedies with
respect to such second-priority Liens are at any time governed.
 

“Second Priority Designated Agent” shall mean if at any time there is only one Second Lien Agent for Second Priority Claims, such Second Lien
Agent.  The First Lien Agent may treat the Second Lien Credit Agreement Agent as the Second Priority Designated Agent until it receives in writing notice
that another Second Lien Agent is acting as Second Priority Designated Agent.
 

“Second Priority Documents” shall mean the Second Lien Loan Documents, the Second Priority Collateral Documents and each of the other
agreements, documents and instruments providing for, evidencing or securing any Second Priority Claim, including, without limitation, any Obligation
under the Second Lien Credit Agreement and any other related document or instrument executed or delivered pursuant to any such document at any time or
otherwise evidencing or securing any Obligation arising under any such document.
 

“Second Priority Lien” shall mean any second-priority Lien on any assets of the Company or any other Grantor securing any Second Priority
Claims.
 

“Second Priority Secured Parties” shall mean all Persons holding any Second Priority Claims, including the Second Lien Agent.
 

“Secured Hedge Agreements” shall mean each Swap Contract (as defined in the First Lien Credit Agreement) (i) with a counterparty that is a First
Lien Lender or an Affiliate of a First Lien Lender as of any of (x) the Closing Date (as defined in the First Lien Credit Agreement), or (y) the First Amendment
Effective Date (as defined in the First Lien Credit Agreement), or (ii) that is entered into after the Closing Date (as defined in the First Lien Credit Agreement)
with any other counterparty reasonably acceptable to the Lead Lenders (as defined in the First Lien Credit Agreement) that enters into a Swap Intercreditor
Agreement (as defined in the First Lien Credit Agreement).
 

“Secured Parties” shall mean the First Lien Lenders and the Second Priority Secured Parties.
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“Subsidiary” shall mean any “Subsidiary” (as defined in the First Lien Credit Agreement or the Second Lien Credit Agreement, as applicable) of the

Company.
 

“Swap Intercreditor Agreement” has the meaning assigned to such term in the First Lien Credit Agreement.
 

“Uniform Commercial Code” or “UCC” shall mean the Uniform Commercial Code as from time to time in effect in the State of New York.
 

(a)                                 Capitalized terms used but not otherwise defined herein have the meanings assigned thereto in the Second Lien Credit Agreement
on the date hereof.
 

(b)                                 With respect to any defined term used in this Agreement whose definition is as defined in the First Lien Credit Agreement, any
amendment, statement, supplement or modification with respect to such defined term therein shall be ineffective with respect to this Agreement if made in
order to evade the commercial terms of this Agreement.
 

1.2                                Terms Generally.  The definitions of terms herein shall apply equally to the singular and plural forms of the terms defined.  Whenever the
context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms.  The words “include,” “includes” and “including”
shall be deemed to be followed by the phrase “without limitation”.  The word “will” shall be construed to have the same meaning and effect as the word
“shall”.  Unless the context requires otherwise (a) any reference herein to any Person shall be construed to include such Person’s successors and assigns,
(b) the words “herein,” “hereof” and “hereunder,” and words of similar import, shall be construed to refer to this Agreement in its entirety and not to any
particular provision hereof, (c) all references herein to Sections shall be construed to refer to Sections of this Agreement and (d) the words “asset” and
“property” shall be construed to have the same meaning and effect and to refer to any and all tangible and intangible assets and properties, including cash,
securities, accounts and contract rights.  Any reference in this Agreement to any agreement, instrument, or document shall include all alterations,
amendments, changes, restatements, extensions, modifications, renewals, replacements, substitutions, joinders, and supplements thereto and thereof, as
applicable (subject to any restrictions on such alterations, amendments, changes, restatements, extensions, modifications, renewals, replacements,
substitutions, joinders, and supplements set forth herein); provided that any terms used herein which are defined by reference to the First Lien Credit
Agreement or the Second Lien Credit Agreement, as the case may be, and are subject to the modification restrictions set forth in Section 5.3 of this Agreement
shall mean such terms as defined in the First Lien Credit Agreement as of the date hereof or the Second Lien Credit Agreement as of the date hereof, as the
case may be, without giving effect to any modifications or amendments thereto except to the extent that such definitions have been modified or amended in
accordance with this Agreement; and provided, further, that any such modifications or amendments shall be deemed to be automatically incorporated herein
by reference.
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SECTION 2.                                                 Lien Priorities.

 
2.1                                Subordination of Liens.

 
(a)                                 Notwithstanding (i) the date, time, method, manner or order of filing or recordation of any document or instrument or grant,

attachment or perfection (including any defect or deficiency or alleged defect or deficiency in any of the foregoing) of any second-priority Liens granted to
the Second Priority Secured Parties on the Common Collateral or of any first-priority Liens granted to any First Lien Agent or First Lien Lenders on the
Common Collateral, (ii) any provision of the UCC, any Bankruptcy Law, or any other federal, state or foreign law or the Second Priority Documents or the
First Lien Lender Documents, (iii) whether any First Lien Agent, either directly or through agents, holds possession of, or has control over, all or any part of
the Common Collateral, (iv) the fact that any such Liens may be subordinated, voided, avoided, invalidated or lapsed or (v) any other circumstance of any
kind or nature whatsoever, the Second Lien Agent, on behalf of itself and each applicable Second Priority Secured Party, hereby agrees that: (A) any first-
priority Lien on the Common Collateral securing any First Lien Lender Claims now or hereafter held by or on behalf of any First Lien Agent or any First Lien
Lenders or any agent or trustee therefor regardless of how acquired, whether by grant, statute, operation of law, subrogation or otherwise, shall have priority
over and be senior in all respects and prior to any second-priority Lien on the Common Collateral securing any Second Priority Claims and (B) any second-
priority Lien on the Common Collateral securing any Second Priority Claims now or hereafter held by or on behalf of the Second Lien Agent or any Second
Priority Secured Parties or any agent or trustee therefor regardless of how acquired, whether by grant, statute, operation of law, subrogation or otherwise, shall
be junior and subordinate in all respects to all first-priority Liens on the Common Collateral securing any First Lien Lender Claims. All first-priority Liens on
the Common Collateral securing any First Lien Lender Claims shall be and remain senior in all respects and prior to all second-priority Liens on the Common
Collateral securing any Second Priority Claims for all purposes, whether or not such first-priority Liens securing any First Lien Lender Claims are
subordinated to any Lien securing any other obligation of the Company, any other Grantor or any other Person.
 

(b)                                 Notwithstanding anything to the contrary herein, the Lien subordination provisions contained herein relate solely to the priority
of Liens granted to the First Lien Lenders and the Second Priority Secured Parties, and except with respect to the priority of Liens as set forth in this
Agreement, does not subordinate the Second Priority Claims in right of payment to the First Lien Lender Claims.  Nothing in this Agreement will affect the
entitlement of any Second Priority Secured Party to receive and retain any required payments in respect of a Second Priority Claim other than payments
governed by the provisions set forth herein that relate to the priority of Liens.
 

2.2                                Prohibition on Contesting Liens.  The Second Lien Agent, for itself and on behalf of each applicable Second Priority Secured Party, and
each First Lien Agent, for itself and on behalf of each First Lien Lender in respect of which it serves as First Lien Agent, agrees that it shall not (and hereby
waives any right to) take any action to challenge, contest or support any other Person in contesting or challenging, directly or indirectly, in any proceeding
(including any Insolvency or Liquidation Proceeding), the validity, perfection, allowability, priority or enforceability of (a) a first-priority Lien securing any
First Lien Lender Claims held (or
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purported to be held) by or on behalf of any First Lien Agent or any of the First Lien Lenders or any agent or trustee therefor in any First Lien Lender
Collateral or (b) a second-priority Lien securing any Second Priority Claims held (or purported to be held) by or on behalf of any Second Priority Secured
Party in the Second Priority Collateral, as the case may be; provided, however, that nothing in this Agreement shall be construed to prevent or impair the
rights of any First Lien Agent or any First Lien Lender to enforce this Agreement (including the priority of the Liens securing the First Lien Lender Claims as
provided in Section 2.1) or any of the First Lien Lender Documents.
 

2.3                                No New Liens; Lender Collateral.
 

(a)                                 So long as the Discharge of First Lien Lender Claims has not occurred and subject to Section 6, the Second Lien Agent agrees, for
itself and on behalf of each applicable Second Priority Secured Party, whether or not any Insolvency or Liquidation Proceeding has been commenced by or
against the Company or any other Grantor, that it shall not acquire or hold any Lien on any assets of the Company or any other Grantor securing any Second
Priority Claims that are not also subject to a first-priority Lien in respect of the First Lien Lender Claims under the First Lien Lender Documents.  If the
Second Lien Agent or any Second Priority Secured Party shall (nonetheless and in breach hereof) acquire or hold any Lien on any collateral that is not also
subject to the first-priority Lien in respect of the First Lien Lender Claims under the First Lien Lender Documents, then the Second Lien Agent shall, without
the need for any further consent of any party and notwithstanding anything to the contrary in any other document, be deemed to also hold and have held
such lien for the benefit of the First Lien Agents as security for the First Lien Lender Claims (but may retain a junior Lien on such collateral subject to the lien
priority and other terms hereof) and shall promptly notify each First Lien Agent in writing of the existence of such Lien and in any event take such actions as
may be requested by any First Lien Agent to assign such Liens to the First Lien Agents (and/or each of their designees) as security for the applicable First
Lien Lender Claims (provided that the Second Lien Agent shall retain a junior Lien on the assets at issue). To the extent that the provisions of the
immediately preceding sentence are not complied with for any reason, without limiting any other right or remedy available to any First Lien Agent or any
other First Lien Lender, the Second Lien Agent agrees, for itself and on behalf of the other Second Priority Secured Parties, that any amounts received by or
distributed to any Second Priority Secured Party pursuant to or as a result of any Lien granted in contravention of this Section 2.3 shall be subject to
Section 4.1 and Section 4.2.
 

(b)                                 The parties hereto acknowledge and agree that it is their intention that the First Lien Lender Collateral and the Second Priority
Collateral be identical.  In furtherance of the foregoing, the parties hereto agree (i) to cooperate in good faith in order to determine, upon any reasonable
request by the First Lien Agent, or the Second Lien Agent, the specific assets included in the First Lien Lender Collateral and the Second Priority Collateral,
the steps taken to perfect the First Lien Lender Claims and the Second Priority Claims thereon and the identity of the respective parties obligated under the
First Lien Loan Documents and the Second Lien Loan Documents in respect of the Obligations owing or arising under any First Lien Loan Document and the
Obligations owing or arising under any Second Lien Loan Document, respectively, (ii) that the Second Priority Collateral Documents creating Liens on the
Common Collateral shall be in all material respects the same forms of documents as the respective First Lien Collateral
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Documents creating Liens on the Common Collateral other than (A) with respect to the priority nature of the Liens created thereunder in such Common
Collateral, (B) such other modifications to such Second Priority Collateral Documents which are less restrictive than the corresponding First Lien Collateral
Documents, and (C) provisions in the Second Priority Collateral Documents which are solely applicable to the rights and duties of the Second Lien Agent,
and (iii) that at no time shall there be any Grantor that is an obligor in respect of the Obligations owing or arising under any Second Lien Loan Document that
is not also an obligor in respect of the Obligations owing or arising under any First Lien Loan Document.
 

2.4                                Perfection of Liens.  Neither the First Lien Agents nor the First Lien Lenders shall be responsible for perfecting and maintaining the
perfection of Liens with respect to the Common Collateral for the benefit of the Second Lien Agent and the Second Priority Secured Parties.  The provisions
of this Agreement are intended solely to govern the respective Lien priorities as between the First Lien Lenders and the Second Priority Secured Parties and
shall not impose on the First Lien Agents, the First Lien Lenders, the Second Lien Agent, the Second Priority Secured Parties or any agent or trustee therefor
any obligations in respect of the disposition of proceeds of any Common Collateral which would conflict with prior perfected claims therein in favor of any
other Person or any order or decree of any court or governmental authority or any applicable law.  The Second Lien Agent shall not be responsible for
perfecting and maintaining the perfection of Liens with respect to any First Lien Lender Collateral or Second Priority Collateral, which obligation shall be
solely of the Company and the applicable Guarantor.
 

2.5                                Waiver of Marshalling.  Until the Discharge of First Lien Lender Claims, the Second Lien Agent, on behalf of itself and the applicable
Second Priority Secured Parties, agrees not to assert and hereby waives, to the fullest extent permitted by law, any right to demand, request, plead or otherwise
assert or otherwise claim the benefit of, any marshalling, appraisal, valuation or other similar right that may otherwise be available under applicable law with
respect to the Common Collateral or any other similar rights a junior secured creditor may have under applicable law.
 

2.6                                [Reserved].
 

2.7                                Revolving Loans and Amendments.  It is acknowledged that (i) the aggregate amount of the First Lien Lender Claims may be increased
pursuant to the applicable First Lien Lender Document, (ii) a portion of the First Lien Lender Claims may consist of Indebtedness that is revolving in nature,
and the amount thereof that may be outstanding at any time or from time to time may be increased or reduced and subsequently reborrowed, (iii) the First
Lien Lender Claims may be extended, renewed, replaced, restructured, refinanced or otherwise amended, restated, supplemented or modified or, subject to
this Agreement, secured with additional collateral (such collateral, to the extent it secures Other First Priority Lien Obligations, shall become First Lien
Separate Collateral and to the extent it secures Obligations subject to Second Priority Claims, shall become Second Priority Collateral) and (iv) the aggregate
amount of the First Lien Lender Claims may be increased, from time to time, up to, in each case of the foregoing clauses (i) through (iv), an aggregate
principal amount not exceeding the First Lien Debt Cap, and without notice to or consent by the Second Priority Secured Parties and without affecting the
provisions hereof, all without affecting the relative priorities hereunder of the Liens securing the
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Second Priority Claims granted on the Common Collateral or the provisions of this Agreement defining the relative rights of the First Lien Lenders and the
Second Priority Secured Parties.  The lien priorities provided for herein shall not be altered or otherwise affected by any amendment, modification,
supplement, extension, increase, renewal, replacement, restructuring, refinancing or restatement of either the Second Priority Claims or the First Lien Lender
Claims, by the securing of any First Lien Lender Claims with any additional collateral or guarantees (such collateral shall become First Lien Separate
Collateral, by the release of any First Lien Separate Collateral) or by the failure of any person to comply with any provision of this Agreement or any
agreement evidencing, governing or securing any First Lien Lender Claims or Second Priority Claims. Without limiting the foregoing, all existing and any
future First Lien Lender Claims of any class are intended to be secured by the Common Collateral, and the Liens on the Common Collateral securing such
First Lien Lender Claims will constitute first priority Liens entitled to the benefit of this Agreement.
 

SECTION 3.                                                 Enforcement.
 

3.1                                Exercise of Remedies.
 

(a)                                 So long as the Discharge of First Lien Lender Claims has not occurred, whether or not any Insolvency or Liquidation Proceeding
has been commenced by or against the Company or any other Grantor, and until the expiration of the Remedy Standstill Period, (i) no Second Lien Agent or
Second Priority Secured Party will (x) exercise or seek to exercise any rights or remedies (including setoff or recoupment) with respect to any Common
Collateral or any other security in respect of any applicable Second Priority Claims, or exercise any right under any lockbox agreement, control agreement,
landlord waiver or bailee’s letter or similar agreement or arrangement, or institute any action or proceeding with respect to such rights or remedies (including
any action of foreclosure); it being agreed that only the First Priority Designated Agent or any Person authorized by it, acting in accordance with the First
Lien Collateral Documents, shall be entitled to take any such actions or exercise any such remedies, (y) contest, protest or object to any foreclosure
proceeding or action brought with respect to the Common Collateral by any First Lien Agent or any First Lien Lender in respect of the First Lien Lender
Claims, the exercise of any right by any First Lien Agent or any First Lien Lender (or any agent or sub-agent on their behalf) in respect of the First Lien
Lender Claims under any lockbox agreement, control agreement, landlord waiver or bailee’s letter or similar agreement or arrangement to which the Second
Lien Agent or any Second Priority Secured Party either is a party or may have rights as a third party beneficiary, or any other exercise by any such party, of
any rights and remedies relating to the Common Collateral under the First Lien Lender Documents or otherwise in respect of First Lien Lender Claims;
provided that such exercise is conducted in accordance with applicable law and reasonable notice thereof is provided to the Second Lien Agent, or (z) object
to the forbearance by the First Lien Lenders from bringing or pursuing any foreclosure proceeding or action or any other exercise of any rights or remedies
relating to the Common Collateral or any other collateral in respect of First Lien Lender Claims and (ii) each First Lien Agent and the First Lien Lenders shall
have the exclusive right to enforce rights, exercise remedies (including setoff and the right to credit bid their debt) and make determinations regarding the
release, disposition or restrictions with respect to the Common Collateral and to direct the time, method, and place for exercising such right or remedy or
conducting any proceeding with respect thereto, without any consultation with or the consent of the Second Lien Agent or any Second Priority Secured
Party;
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provided, however, that (A) in any Insolvency or Liquidation Proceeding commenced by or against the Company or any other Grantor, the Second Lien
Agent may file a proof of claim or statement of interest with respect to the applicable Second Priority Claims, (B) the Second Lien Agent may take any action
(not adverse to the prior Liens on the Common Collateral securing the First Lien Lender Claims, the priority status thereof, or the rights of any First Lien
Agent or any First Lien Lender to exercise remedies in respect thereof) in order to create, prove, perfect, preserve or protect (but not enforce) its rights in, and
perfection and priority of its Lien on, the Common Collateral, (C) in any Insolvency or Liquidation Proceeding commenced by or against the Company or
any other Grantor, the Second Lien Agent may file any necessary or responsive pleadings in opposition to any motion, adversary proceeding or other
pleading filed by any Person objecting to or otherwise seeking disallowance of the claim or second-priority Lien of the Second Lien Agent or Second Priority
Secured Party, (D) the Second Lien Agent may file any pleadings, objections, motions, or arguments which assert rights available to unsecured creditors of
the Company or any other Grantor with respect to the Second Priority Claims; provided, that an Insolvency or Liquidation Proceeding has been commenced
by or against the Company or any other Grantor, (E) the Second Lien Agent and each Second Priority Secured Party may vote on any plan of reorganization
in any Insolvency or Liquidation Proceeding of the Company or any other Grantor only so long as such plan of reorganization is supported by the First Lien
Agent and the First Lien Lenders or such plan of reorganization results in a Discharge of First Lien Lender Claims and (F) the Second Lien Agent and Second
Priority Secured Parties may object to any disclosure statement or plan of reorganization in any Insolvency or Liquidation Proceeding of the Company or any
Grantor in accordance with applicable law and this Agreement, in each case (A) through (F) above to the extent such action is not inconsistent with, or could
not result in a resolution inconsistent with, the terms of this Agreement. In exercising rights and remedies with respect to the First Lien Lender Collateral,
each First Lien Agent and the First Lien Lenders may enforce the provisions of the First Lien Lender Documents and exercise remedies thereunder, all in such
order and in such manner as they may determine in the exercise of their sole discretion subject to applicable law.  Such exercise and enforcement shall
include the rights of an agent appointed by them to sell or otherwise dispose of Common Collateral or other collateral upon foreclosure, to incur expenses in
connection with such sale or disposition, and to exercise all the rights and remedies of a secured creditor under the uniform commercial code of any
applicable jurisdiction and of a secured creditor under Bankruptcy Laws of any applicable jurisdiction.
 

(b)                                 So long as the Discharge of First Lien Lender Claims has not occurred, the Second Lien Agent, on behalf of itself and each
applicable Second Priority Secured Party, agrees that, except as provided in Section 6, it will not take or receive any Common Collateral or other collateral or
any proceeds of Common Collateral or other collateral in connection with the exercise of any right or remedy (including setoff or recoupment) with respect to
any Common Collateral or other collateral in respect of the applicable Second Priority Claims.  Without limiting the generality of the foregoing, unless and
until the Discharge of First Lien Lender Claims has occurred, except as expressly provided in the provisos in Section 3.1(a)(ii) and in Section 6, the sole right
of the Second Lien Agent and the Second Priority Secured Parties with respect to the Common Collateral or any other collateral is to hold a second-priority
Lien on the Common Collateral or such other collateral in respect of the applicable Second Priority Claims pursuant to the Second Priority Documents, as
applicable, for the period and to the extent granted therein and to receive a share of the proceeds thereof, if any, after the Discharge of First Lien Lender
Claims has occurred.
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(c)                                  Subject to the proviso in clause (ii) of Section 3.1(a) above, (i) the Second Lien Agent, for itself and on behalf of each applicable

Second Priority Secured Party, agrees that no Second Lien Agent or any Second Priority Secured Party will take any action that would hinder any exercise of
remedies undertaken by any First Lien Agent or First Lien Lenders with respect to the Common Collateral or any other collateral under the First Lien Lender
Documents, including any sale, lease, exchange, transfer or other disposition of the Common Collateral or such other collateral, whether by foreclosure or
otherwise, (ii) the Second Lien Agent, for itself and on behalf of each applicable Second Priority Secured Party, agrees that it will not challenge or question in
any proceeding (including in any Insolvency or Liquidation Proceeding) the validity or enforceability of any First Lien Lender Claims or First Lien
Collateral Documents and (iii) the Second Lien Agent, for itself and on behalf of each applicable Second Priority Secured Party, hereby waives any and all
rights it or any Second Priority Secured Party may have as a junior lien creditor or otherwise to object to the manner in which any First Lien Agent or First
Lien Lenders seek to enforce or collect the First Lien Lender Claims or the first-priority Liens granted in any of the First Lien Lender Collateral, regardless of
whether any action or failure to act by or on behalf of any First Lien Agent or First Lien Lenders is adverse to the interests of the Second Priority Secured
Parties.
 

(d)                                 The Second Lien Agent hereby acknowledges and agrees that no covenant, agreement or restriction contained in any applicable
Second Priority Document shall be deemed to restrict in any way the rights and remedies of any First Lien Agent or First Lien Lenders with respect to the First
Lien Lender Collateral as set forth in this Agreement and the First Lien Lender Documents.
 

3.2                                Separate Collateral.  Notwithstanding any other provision of this Agreement to the contrary, no provision of this Agreement shall prevent,
limit or restrict any act or action by any First Lien Lender with respect to the First Lien Separate Collateral.
 

SECTION 4.                                                 Payments.
 

4.1                                Application of Proceeds.  So long as the Discharge of First Lien Lender Claims has not occurred, the Common Collateral and any other
collateral in respect of the First Lien Lender Claims or proceeds thereof received in connection with the sale or other disposition of, or collection on, such
Common Collateral or other collateral upon the exercise of remedies (including any such sale or other disposition consented to by the applicable First Lien
Agents pursuant to the applicable First Lien Lender Documents while an Event of Default under (and as defined in) the First Lien Credit Agreement or the
Other First Priority Lien Obligations Credit Documents, as applicable, is continuing), shall be applied by the First Lien Agents to the First Lien Lender
Claims in such order as specified in the relevant First Lien Lender Documents (including the Swap Intercreditor Agreement, if then in effect) until the
Discharge of First Lien Lender Claims has occurred.  Upon the Discharge of First Lien Lender Claims, each of the First Lien Agents shall deliver promptly to
the Second Priority Designated Agent any Common Collateral or proceeds thereof held by it in the same form as received, with any necessary endorsements
or as a court of competent jurisdiction may otherwise direct to be applied by the Second Priority Designated Agent to the Second Priority Claims in such
order as specified in the Second Priority Documents.
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4.2                                Payments Over.  Any Common Collateral or other collateral in respect of the Second Priority Claims or proceeds thereof received by the

Second Lien Agent or any Second Priority Secured Party in connection with the exercise of any right or remedy (including setoff or recoupment) relating to
the Common Collateral or such other collateral prior to the Discharge of First Lien Lender Claims shall be segregated and held for the benefit of and forthwith
paid over to the First Priority Designated Agent (and/or its designees) for the benefit of the First Lien Lenders in the same form as received, with any
necessary endorsements or as a court of competent jurisdiction may otherwise direct.  The First Priority Designated Agent is hereby individually authorized
to make any such endorsements as agent for the Second Lien Agent or any such Second Priority Secured Party.  This authorization is coupled with an interest
and is irrevocable.
 

SECTION 5.                                                 Other Agreements.
 

5.1                                Releases.
 

(a)                                 The Second Lien Agent, for itself and on behalf of each Second Priority Secured Party, agrees that, in the event of a sale, transfer or
other disposition of any specified item of Common Collateral (including all or substantially all of the equity interests of any subsidiary of the Company) (a
“Disposition”), if (i) such release is permitted under the Second Lien Loan Documents, (ii) such release is effectuated in connection with the First Lien
Agent’s foreclosure upon, or other exercise of rights with respect to such Common Collateral, or (iii) such release is effectuated in connection with a sale or
other Disposition of any Common Collateral under Section 363 of the Bankruptcy Code, the Liens granted to the Second Lien Agent and the Second Priority
Secured Parties upon such Common Collateral to secure Second Priority Claims shall terminate or shall be automatically, unconditionally and
simultaneously released and without any further action, concurrently with the termination or release of all Liens granted upon such Common Collateral to
secure First Lien Lender Claims, provided that the parties’ respective Liens shall attach to the net proceeds of such Disposition with the same Lien priorities
as provided in this Agreement to the extent such proceeds are not otherwise utilized to permanently reduce the First Lien Lender Claims. Upon delivery to
the Second Lien Agent of a certificate signed by a Responsible Officer stating that any such termination or release of Liens securing the First Lien Lender
Claims has become effective (or shall become effective concurrently with such termination or release of the Liens granted to the Second Priority Secured
Parties and the Second Lien Agent) and any necessary or proper instruments of termination or release prepared by the Company or any other Grantor, the
Second Lien Agent will promptly execute, deliver or acknowledge, at the Company’s or the other Grantor’s sole cost and expense, such instruments to
evidence such termination or release of the Liens; provided, however that such certificate signed by a Responsible Officer shall not be required for any
termination or release in connection with the exercise of remedies following an Event of Default. Nothing in this Section 5.1(a) will be deemed to (x) affect
any agreement of the Second Lien Agent, for itself and on behalf of the Second Priority Secured Parties, to release the Liens on the Second Priority Collateral
as set forth in the relevant Second Priority Documents or (y) except in the case of a Disposition in connection with the exercise of secured creditors’ rights
and remedies, require the release of Liens granted upon such Common Collateral to secured Second Priority Claims if such Disposition is not permitted under
the terms of the Second Lien Loan Documents.
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(b)                                 The Second Lien Agent, for itself and on behalf of each applicable Second Priority Secured Party, hereby irrevocably constitutes

and appoints the First Priority Designated Agent and any officer or agent of such First Priority Designated Agent, with full power of substitution, as its true
and lawful attorney-in-fact with full irrevocable power and authority in the place and stead of the Second Lien Agent or applicable Second Priority Secured
Party or in the First Priority Designated Agent’s own name, from time to time in the First Priority Designated Agent’s discretion, for the purpose of carrying
out releases of the Common Collateral pursuant to this Agreement or Section 10.9 of the Second Lien Credit Agreement, to take any and all appropriate
action and to execute any and all documents and instruments that may be necessary or desirable to effect the release of Common Collateral pursuant to this
Agreement or Section 10.9 of the Second Lien Credit Agreement, including any termination statements, endorsements or other instruments of transfer or
release.
 

(c)                                  Unless and until the Discharge of First Lien Lender Claims has occurred, the Second Lien Agent, for itself and on behalf of each
applicable Second Priority Secured Party, hereby consents to the application, whether prior to or after a default, of proceeds of Common Collateral or other
collateral to the repayment of First Lien Lender Claims pursuant to the First Lien Lender Documents; provided that nothing in this Section 5.1(c) shall be
construed to prevent or impair the rights of the Second Lien Agent or the Second Priority Secured Parties to receive proceeds in connection with the Second
Priority Claims not otherwise in contravention of this Agreement.
 

(d)                                 Notwithstanding anything to the contrary in any Second Priority Collateral Document, in the event the terms of a First Lien
Collateral Document and a Second Priority Collateral Document each require any Grantor to (i) make payment in respect of any item of Common Collateral
to, (ii) deliver or afford control over any item of Common Collateral to, or deposit any item of Common Collateral with, (iii) register ownership of any item of
Common Collateral in the name of or make an assignment of ownership of any Common Collateral or the rights thereunder to, (iv) cause any securities
intermediary, commodity intermediary or other Person acting in a similar capacity to agree to comply, in respect of any item of Common Collateral, with
instructions or orders from, or to treat, in respect of any item of Common Collateral, as the entitlement holder, (v) hold any item of Common Collateral in trust
for (to the extent such item of Common Collateral cannot be held in trust for multiple parties under applicable law), (vi) obtain the agreement of a bailee or
other third party to hold any item of Common Collateral for the benefit of or subject to the control of or, in respect of any item of Common Collateral, to
follow the instructions of or (vii) obtain the agreement of a landlord with respect to access to leased premises where any item of Common Collateral is located
or waivers or subordination of rights with respect to any item of Common Collateral in favor of, in any case, any First Lien Agent or First Lien Lenders and
the Second Lien Agent or Second Priority Secured Party, such Grantor may, until the applicable Discharge of First Lien Lender Claims has occurred, comply
with such requirement under the Second Priority Collateral Document as it relates to such Common Collateral by taking any of the actions set forth above
only with respect to, or in favor of, the First Priority Designated Agent.
 

5.2                                Insurance and Condemnation Awards.  Unless and until the Discharge of First Lien Lender Claims has occurred, each First Lien Agent and
the First Lien Lenders shall have the sole and exclusive right, subject to the rights of the Grantors under the First Lien Lender
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Documents, to adjust settlement for any insurance policy covering the Common Collateral or any other collateral in respect of the Second Priority Claims in
the event of any loss thereunder and to approve any award granted in any condemnation or similar proceeding affecting the Common Collateral or such other
collateral. Unless and until the Discharge of First Lien Lender Claims has occurred, all proceeds of any such policy and any such award if in respect of the
Common Collateral or such other collateral shall be paid (a) first, prior to the occurrence of the Discharge of First Lien Lender Claims, to the First Priority
Designated Agent for the benefit of First Lien Lenders pursuant to the terms of the First Lien Lender Documents, (b) second, after the occurrence of the
Discharge of First Lien Lender Claims, to the Second Priority Designated Agent for the benefit of the Second Priority Secured Parties pursuant to the terms of
the applicable Second Priority Documents and (c) third, if no Second Priority Claims are outstanding, to the owner of the subject property, such other person
as may be entitled thereto or as a court of competent jurisdiction may otherwise direct.  If the Second Lien Agent or any Second Priority Secured Party shall,
at any time, receive any proceeds of any such insurance policy or any such award in contravention of this Agreement, it shall pay such proceeds over to the
First Priority Designated Agent in accordance with the terms of Section 4.2.
 

5.3                                Amendments to Second Lien Loan Documents.
 

(a)                                 So long as the Discharge of First Lien Lender Claims has not occurred, without the prior written consent of the First Lien Agents,
no Second Priority Document may be amended, supplemented, restated or otherwise modified and/or refinanced or entered into to the extent such
amendment, supplement, restatement or modification and/or refinancing, or the terms of any new Second Lien Loan Document would (i) adversely affect the
lien priority rights of the First Lien Lenders or the rights of the First Lien Lenders to receive payments owing pursuant to the First Lien Lender Documents,
(ii) except as otherwise provided for in this Agreement, add any Liens securing the Common Collateral granted under the Second Lien Collateral Documents,
(iii) confer any additional rights on any Second Priority Secured Party, in a manner materially adverse to the First Lien Lenders, or (iv) contravene the
provisions of this Agreement or the First Lien Lender Documents. Notwithstanding the foregoing, without the consent of the First Lien Agent, the Second
Lien Agent and the Second Priority Secured Parties shall not amend, restate, supplement, modify, waive, substitute, renew, refinance or replace any or all of
the Second Lien Loan Documents to:
 

(1)                                 increase the aggregate outstanding principal amount of the Second Priority Claims;
 

(2)                                 increase the rate of interest applicable to the “Loans” under the Second Lien Credit Agreement by more than 2.00% per
annum (other than any increase occurring because of fluctuations in underlying rate indices or the imposition of the rate of interest pursuant to Section 8.4 of
the Second Lien Credit Agreement) or increase the percentage with respect to the rate of interest imposed pursuant to Section 8.4 of the Second Lien Credit
Agreement by more than 2.00% per annum above the rate applicable thereto on the date hereof;
 

(3)                                 shorten the scheduled maturity of the Second Priority Claims; or
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(4)           change any conditions, covenants, defaults or events of default thereunder that expressly restricts the Company or any

Grantor from making payments of the First Lien Lender Claims that would otherwise be permitted under the Second Lien Loan Documents as in effect on the
date hereof.
 

(b)           The Second Lien Agent agrees that each applicable Second Priority Collateral Document executed as of the date hereof shall
include the following language (or language to similar effect approved by the First Lien Agents):
 

“Notwithstanding anything herein to the contrary, (i) the liens and security interests granted to the [Second Lien Agent] for the benefit of the
[Secured Parties] pursuant to this agreement are expressly subject and subordinate to the liens and security interests granted to Wilmington Trust,
National Association, as collateral agent (and its permitted successors), for the benefit of the secured parties referred to below, pursuant to the
Security Agreement, dated as of May 22, 2015, (as amended, restated, amended and restated, supplemented or otherwise modified from time to time),
from the Company and the other “Obligors” referred to therein, in favor of Wilmington Trust, National Association, as collateral agent for the benefit
of the secured parties referred to therein and other First Lien Collateral Documents (as defined in the Intercreditor Agreement (defined below)) and to
the liens and security interests granted to any Other First Priority Lien Obligations Agent (as defined in the Intercreditor Agreement) pursuant to any
Other First Priority Lien Obligations Security Document (as defined in the Intercreditor Agreement) (as amended, supplemented or otherwise
modified from time to time), and (ii) the exercise of any right or remedy by the [Second Lien Agent] hereunder is subject to the limitations and
provisions of the Intercreditor Agreement dated as of October 22, 2015 (as amended, restated, supplemented or otherwise modified from time to time,
the “Intercreditor Agreement”), by and among Wilmington Trust, National Association, in its capacity as Credit Agreement Agent and Cortland
Products Corp., in its capacity as [Second Lien Agent].  In the event of any conflict between the terms of the Intercreditor Agreement and the terms of
this agreement, the terms of the Intercreditor Agreement shall govern.”

 
(c)           In the event that the First Lien Agents or the First Lien Lenders enter into any amendment, waiver or consent in respect of or

replace any First Lien Collateral Document for the purpose of amending, or adding to, or deleting from, or waiving or consenting to any departures from any
provisions of, any First Lien Collateral Document or changing in any manner the rights of the First Lien Agents, the First Lien Lenders, the Company or any
other Grantor thereunder (including the release of any first-priority Liens on First Lien Lender Collateral or the addition of additional Common Collateral or
rights and remedies), then such amendment, waiver or consent shall apply automatically to any comparable provision of each Comparable Second Priority
Collateral Document without the consent of the Second Lien Agent or any Second Priority Secured Party and without any action by the Second Lien Agent
or any Second Priority Secured Party; provided, that such amendment, waiver or consent does not (i) remove assets subject to the second-priority Liens on the
Second Priority Collateral or release any such second-priority Liens, unless permitted by the Second Lien Credit Agreement and if
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there is a substantially concurrent release of the corresponding First Lien Lender Collateral, (ii) impose any additional duties on the Second Lien Agent
without its prior written consent and (iii)      materially adversely affect the rights of the Second Priority Secured Parties or the interests of the Second Priority
Secured Parties in the Second Priority Collateral and not the other creditors of the Company or such Grantor, as the case may be, that have a security interest
in the affected collateral in a like or similar manner (without regard to the fact that the first-priority Lien of such First Lien Collateral Document is senior to
the second-priority Lien of the Comparable Second Priority Collateral Document).  The relevant First Lien Agent shall give written notice of such
amendment, waiver or consent to the Second Lien Agent; provided that the failure to give such notice shall not affect the effectiveness of such amendment,
waiver or consent with respect to the provisions of any Second Priority Collateral Document as set forth in this Section 5.3(c).
 

(d)           Anything contained herein to the contrary notwithstanding, until the Discharge of First Lien Lender Claims has occurred, no
Second Priority Collateral Document shall be entered into unless all the collateral covered thereby is also subject to a perfected first-priority interest in favor
of the First Lien Agents for the benefit of the First Lien Lenders pursuant to the First Lien Collateral Documents.
 

(e)           Anything contained herein to the contrary notwithstanding, no First Lien Collateral Document shall be entered into unless a
Comparable Second Priority Collateral Document granting a Second Priority Lien on all the collateral covered thereby is also entered into in favor of the
Second Lien Agent for the benefit of the  Second Priority Secured Parties.
 

5.4          Rights As Unsecured Creditors.  Except as expressly provided in this Agreement, nothing contained herein shall affect the rights or claims
of the First Lien Agent, Second Lien Agent or any Secured Party as an unsecured creditor in any Insolvency or Liquidation Proceeding, and the First Lien
Agent, Second Lien Agent and the Secured Parties shall retain all such rights and claims.
 

5.5          First Lien Agents as Gratuitous Bailees for Perfection.
 

(a)           Each First Lien Agent agrees to hold the Pledged Collateral that is part of the Common Collateral that is in its possession or
control (or in the possession or control of its agents or bailees) as gratuitous bailee and/or gratuitous agent for the Second Lien Agent and any assignee solely
for the purpose of perfecting the security interest granted in such Pledged Collateral pursuant to the Second Priority Collateral Agreements, subject to the
terms and conditions of this Section 5.5 (such bailment being intended, among other things, to satisfy the requirements of Sections 8-106(d)(3), 8-301(a)
(2) and 9-313(c) of the UCC).
 

(b)           To the extent that any deposit account or security account (collectively, the “Accounts”) is under the control of any First Lien
Agent at any time, such First Lien Agent will act as gratuitous bailee (such bailment being intended, among other things, to satisfy the requirements of
Section 9.104(a)(5) of the UCC) for the Second Lien Agent for the purpose of perfecting the Liens of the Second Priority Secured Parties in such Accounts
and the cash and other assets therein as provided in Section 3.1 (but will have no duty, responsibility or
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obligation to the Second Priority Secured Parties (including, without limitation, any duty, responsibility or obligation as to the maintenance of such control,
the effect of such arrangement or the establishment of such perfection (except as set forth in the last sentence of this Section 5.5(b)).  Unless the Liens of the
Second Priority Secured Parties shall have been or concurrently are released, after the occurrence of a Discharge of First Lien Lender Claims, such First Lien
Agent shall, at the request of the Second Lien Agent, cooperate with the Grantors and the Second Lien Agent (at the expense of the Grantors) in permitting
control of any other Accounts to be transferred to the Second Lien Agent (or for other arrangements with respect to each such Accounts satisfactory to the
Second Lien Agent to be made).
 

(c)           In the event that any First Lien Agent (or its agent or bailees) has Lien filings against Intellectual Property (as defined in the First
Lien Collateral Agreement) that is part of the Common Collateral that are necessary for the perfection of Liens in such Common Collateral, such First Lien
Agent agrees to hold such second-priority Liens as gratuitous bailee and/or gratuitous agent for the Second Lien Agent and any assignee solely for the
purpose of perfecting the security interest granted in such second-priority Liens pursuant to the Second Priority Collateral Agreements, subject to the terms
and conditions of this Section 5.5.
 

(d)           Except as otherwise specifically provided herein (including Sections 3.1 and 4.1), until the Discharge of First Lien Lender Claims
has occurred, the First Lien Agents shall be entitled to deal with the Pledged Collateral in accordance with the terms of the applicable First Lien Lender
Documents as if the second-priority Liens under the Second Priority Collateral Documents did not exist.  The rights of the Second Lien Agent and the Second
Priority Secured Parties with respect to such Pledged Collateral shall at all times be subject to the terms of this Agreement.
 

(e)           The First Lien Agents shall have no obligation whatsoever to the Second Lien Agent or any Second Priority Secured Party to
assure that the Pledged Collateral is genuine or owned by the Grantors or to protect or preserve rights or benefits of any Person or any rights pertaining to the
Common Collateral except as expressly set forth in this Section 5.5.  The duties or responsibilities of the First Lien Agents under this Section 5.5, other than
the obligations under Section 5.5(g), shall be limited solely to holding and controlling the Collateral as gratuitous bailee and/or gratuitous agent for the
Second Lien Agent for purposes of perfecting the second-priority Lien held by the Second Priority Secured Parties.
 

(f)            The First Lien Agents shall not have by reason of the Second Priority Collateral Documents or this Agreement or any other
document a fiduciary relationship in respect of the Second Lien Agent or any Second Priority Secured Party and the Second Lien Agent and the Second
Priority Secured Parties hereby waive and release the First Lien Agents from all claims and liabilities arising pursuant to the First Lien Agents’ role under this
Section 5.5, as agent and gratuitous bailee and/or gratuitous agent with respect to the Common Collateral.
 

(g)           Upon the Discharge of First Lien Lender Claims, the relevant First Lien Agent shall as soon as reasonably practicable deliver to the
Second Priority Designated Agent or the Second Priority Designated Agent’s agent (as notified to the First Lien Agent in writing), to the extent that it is
legally permitted to do so, the remaining Pledged Collateral (if any) and to the extent such Pledged Collateral is in the possession or control of such First
Lien Agent (or its
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agents or bailees) together with any necessary endorsements (or otherwise allow the Second Priority Designated Agent to obtain control of such Pledged
Collateral) or as a court of competent jurisdiction may otherwise direct.  The Grantors shall take such further action as is required to effectuate the transfer
contemplated hereby and shall indemnify the relevant First Lien Agent for loss or damage suffered by such First Lien Agent as a result of such transfer except
for loss or damage suffered by such First Lien Agent as a result of its own gross negligence or willful misconduct as determined by a final non-appealable
judgment of a court of competent jurisdiction.  In respect of this paragraph, the First Lien Agents have no obligation to follow instructions from the Second
Lien Agent in contravention of this Agreement.
 

(h)           Neither the First Lien Agents nor the First Lien Lenders shall be required to marshal any present or future collateral security for the
Company’s or its Subsidiaries’ obligations to the First Lien Agents or the First Lien Lenders under the First Lien Credit Agreement or the First Lien Collateral
Documents or any assurance of payment in respect thereof or to resort to such collateral security or other assurances of payment in any particular order, and
all of their rights in respect of such collateral security or any assurance of payment in respect thereof shall be cumulative and in addition to all other rights,
however existing or arising.
 

5.6          Second Priority Designated Agent as Gratuitous Bailee for Perfection.
 

(a)           [Reserved.]
 

(b)           In the event that the Second Priority Designated Agent (or its agent or bailees) has Lien filings against Intellectual Property (as
defined in the First Lien Collateral Agreement) that is part of the Common Collateral that are necessary for the perfection of second-priority Liens in such
Common Collateral, upon the Discharge of First Lien Lender Claims, the Second Priority Designated Agent agrees to hold such second-priority Liens as
gratuitous bailee and/or gratuitous agent for the other Second Lien Agent and any assignee solely for the purpose of perfecting the security interest granted in
such second-priority Liens pursuant to the applicable Second Priority Collateral Agreement, subject to the terms and conditions of this Section 5.6.
 

(c)           The Second Priority Designated Agent, in its capacity as gratuitous bailee, shall have no obligation whatsoever to the other
Second Lien Agent or the First Lien Agent to assure that the Pledged Collateral is genuine or owned by the Grantors or to protect or preserve rights or benefits
of any Person or any rights pertaining to the Common Collateral except as expressly set forth in this Section 5.6.  The duties or responsibilities of the Second
Priority Designated Agent under this Section 5.6 upon the Discharge of First Lien Lender Claims shall be limited solely to holding the Pledged Collateral as
gratuitous bailee and/or gratuitous agent for the other Second Lien Agent for purposes of perfecting the second-priority Lien held by the applicable Second
Priority Secured Parties.
 

(d)           The Second Priority Designated Agent shall not have by reason of the Second Priority Collateral Documents or this Agreement or
any other document a fiduciary relationship in respect of the other Second Lien Agent (or the Second Priority Secured Parties for which such other Second
Lien Agent are agents) and the other Second Lien Agent hereby waive and release the Second Priority Designated Agent from all claims and liabilities arising
pursuant
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to the Second Priority Designated Agent’s role under this Section 5.6, as agent and gratuitous bailee and/or gratuitous agent with respect to the Common
Collateral.
 

(e)           In the event that the Second Priority Designated Agent shall cease to be so designated the Second Priority Designated Agent
pursuant to the definition of such term, the then Second Priority Designated Agent shall deliver to the successor Second Priority Designated Agent, to the
extent that it is legally permitted to do so, the remaining Pledged Collateral (if any), together with any necessary endorsements (or otherwise allow the
successor Second Priority Designated Agent to obtain control of such Pledged Collateral) or as a court of competent jurisdiction may otherwise direct, and
such successor Second Priority Designated Agent shall perform all duties of the Second Priority Designated Agent as set forth herein.  The Grantors shall take
such further action as is required to effectuate the transfer contemplated hereby and shall indemnify the Second Priority Designated Agent for loss or damage
suffered by the Second Priority Designated Agent as a result of such transfer except for loss or damage suffered by the Second Priority Designated Agent as a
result of its own gross negligence or willful misconduct as determined by a final non-appealable judgment of a court of competent jurisdiction.  The Second
Priority Designated Agent has no obligation to follow instructions from the successor Second Priority Designated Agent in contravention of this Agreement.
 

5.7          Release Upon Discharge of First Lien Lender Claims; No Release If Event of Default; Reinstatement.
 

(a)           [Reserved]
 

(b)           [Reserved]
 

(c)           If, at any time substantially concurrently with or after the Discharge of First Lien Lender Claims has occurred, any Grantor incurs
and designates any First Lien Lender Claims that are secured by Liens on property or assets of any Grantor of the type constituting Pledged Collateral and
such Liens are incurred in reliance on Section 5.2(h)(ii) of the Second Lien Credit Agreement, then such Discharge of First Lien Lender Claims shall
automatically be deemed not to have occurred for all purposes of this Agreement with respect to such property or asset (other than with respect to any actions
taken prior to the date of such designation pursuant to the occurrence of such first Discharge of First Lien Lender Claims), and the applicable agreement
governing such First Lien Lender Claims shall automatically be treated as the First Lien Credit Agreement for all purposes of this Agreement, including for
purposes of the Lien priorities and rights in respect of such property or asset constituting Common Collateral set forth herein and the granting by the First
Lien Agents of amendments, waivers and consents hereunder.  Upon receipt of notice of such designation (including the identity of any new First Lien
Agent), the Second Lien Agent shall promptly (i) enter into such documents and agreements (at the expense of the Grantors), including amendments or
supplements to this Agreement, as such new First Lien Agent shall reasonably request in writing in order to provide the new First Lien Agent the rights of the
First Lien Agents contemplated hereby and (ii) to the extent then held by the Second Lien Agent (or its agents), deliver to such First Lien Agent the Pledged
Collateral that is Common Collateral together with any necessary endorsements (or otherwise allow such First Lien Agent to obtain possession or control of
such Pledged Collateral).
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(d)           In the event that (i) the Discharge of First Lien Lender Claims or any payment of First Lien Lender Claims shall have occurred and

any of such First Lien Lender Claims shall subsequently, for whatever reason (including, but not limited to, an order or judgment for disgorgement or
avoidance of a preference under the Bankruptcy Code, fraudulent transfer, or any other law, or the settlement of any claim in respect thereof), be required to
be returned or repaid, the terms and conditions of this Agreement shall be fully applicable thereto until there shall thereafter have been a subsequent
Discharge of First Lien Lender Claims and (ii) he First Priority Designated Agent or the other First Lien Lenders shall have released any Lien on Common
Collateral and any such Liens are later reinstated, then the Second Lien Agent, for itself and the benefit of each applicable Second Priority Secured Party,
shall be granted a second-priority Lien on such Common Collateral, subject to the subordination provisions of this Agreement.
 

SECTION 6.                Insolvency or Liquidation Proceedings.
 

6.1          Financing Issues.  Until the Discharge of the First Lien Lender Claims has occurred, if the Company or any other Grantor shall be subject to
any Insolvency or Liquidation Proceeding and any First Lien Agent shall desire to permit the use of cash collateral or to provide or permit the Company or
any other Grantor to obtain financing under Section 363 or Section 364 of Title 11 of the United States Code or any similar provision in any Bankruptcy Law
(“DIP Financing”), then the Second Lien Agent, on behalf of itself and each applicable Second Priority Secured Party, agrees that, so long as (x) the
maximum principal amount of indebtedness permitted under any such DIP Financing does not exceed the sum of (A) the First Lien Debt Cap (as of the date of
the incurrence of the DIP Financing) less any outstanding First Lien Lender Claims after giving effect to the incurrence of the DIP Financing and
(B) $55 million, (y) the interest rate, fees and like amounts under the DIP Financing are commercially reasonably under the circumstances and (z) the terms of
the DIP Financing do not provide for the sale of a substantial part of the Common Collateral or require the confirmation of a plan of reorganization
containing specific terms or provisions mandating or dictating the terms of a plan of reorganization (other than repayment in cash of such DIP Financing on
the effective date thereof), it will raise no objection to, and will not support any objection to, and will not otherwise contest (a) such use of cash collateral or
DIP Financing and will not request adequate protection or any other relief in connection therewith (except to the extent permitted by Section 6.3), and, to the
extent the Liens securing the First Lien Lender Claims under the First Lien Lender Documents are subordinated or pari passu with such DIP Financing, will
subordinate its Liens in the Common Collateral and any other collateral (which Liens will, until the Discharge of First Lien Lender Claims has occurred,
continue to be junior to the Liens securing the Obligations under the First Lien Credit Agreement or any other First Lien Loan Document or any Other First
Priority Lien Obligations Document) to (i) such DIP Financing (and all Obligations relating thereto) on the same terms as the Liens securing the Obligations
under the First Lien Credit Agreement or any other First Lien Loan Document or any Other First Priority Lien Obligations Document are so subordinated to
the DIP Financing and (ii) any “carve-out” for professional and United States Trustee fees agreed to by the First Priority Designated Agent, (b) the validity,
priority, enforceability or voidability of the Liens or First Lien Lender Claims with respect to the Common Collateral, or to the extent to which the Liens
securing the Obligations under the First Lien Credit Agreement or any other First Lien Loan Document constitute secured claims or the value thereof under
Section 506(a) of the Bankruptcy
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Code or otherwise, (c) the allowance and payment of interest, fees, and expenses as provided under Sections 506(b) and (c) of the Bankruptcy Code or under
any other applicable law or otherwise to any First Lien Lender, (d) any motion for relief from the automatic stay or from any injunction against foreclosure or
enforcement in respect of First Lien Lender Claims made by any First Lien Agent or any holder of First Lien Lender Claims, (e) any lawful exercise by any
holder of First Lien Lender Claims of the right to credit bid First Lien Lender Claims at any sale in foreclosure of First Lien Lender Collateral pursuant to
Section 363(k) of the Bankruptcy Code or otherwise, or (f) any other request for judicial relief made in any court by any holder of First Lien Lender Claims
relating to the lawful enforcement of any Lien on First Lien Lender Collateral. If no First Lien Lender or First Lien Agent offers to provide DIP Financing to
the extent permitted under this Section 6.1 on or before the date of the hearing to approve DIP Financing, then the Second Lien Agent and any Second
Priority Secured Party may seek to provide DIP Financing in an amount not to exceed $55 million secured by Liens equal in priority to the Liens securing
any First Lien Lender Claims so long as (A) such DIP Financing does not “roll-up” or otherwise include or refinance any Second Priority Claims (unless the
Liens securing such “roll-up” or refinancing are subordinated to the Liens securing the First Lien Lender Claims on the same basis as the Liens securing the
Second Priority Claims were so subordinated to the First Lien Lender Claim under this Agreement immediately prior to such “roll-up” or refinancing), and the
First Lien Agent may object thereto, (B) the First Lien Agent or First Lien Lenders do not oppose or object to such DIP Financing, the granting or such liens,
or the use of cash collateral and (C) the terms of the DIP Financing do not provide for the sale of a substantial part of the Common Collateral or require the
confirmation of a plan of reorganization containing specific terms or provisions mandating or dictating the terms of a plan of reorganization (other than
repayment in cash of such DIP Financing on the effective date thereof). Notwithstanding any other provision of this Agreement, the Second Lien Agent and
the Second Priority Secured Parties shall be entitled to file any pleadings, objections, motions or agreements that assert the rights or interests available to
unsecured creditors arising under either the Bankruptcy Code or applicable non-bankruptcy law not in violation of any term of this Agreement.
 

6.2          Relief from the Automatic Stay.  Until the Discharge of First Lien Lender Claims has occurred, the Second Lien Agent, on behalf of itself
and each applicable Second Priority Secured Party, agrees that none of them shall seek relief from the automatic stay or any other stay in any Insolvency or
Liquidation Proceeding in respect of the Common Collateral or any other collateral, without the prior written consent of all First Lien Agents and Required
Lenders.
 

6.3          Adequate Protection.  Until the Discharge of the First Lien Lender Claims has occurred, the Second Lien Agent, on behalf of itself and each
applicable Second Priority Secured Party, agrees that none of them shall contest (or support any other Person contesting) (a) any request by any First Lien
Agent or First Lien Lenders for adequate protection, (b) any objection by any First Lien Agent or First Lien Lenders to any motion, relief, action or
proceeding based on such First Lien Agent’s or the First Lien Lenders’ claiming a lack of adequate protection, or (c) with respect to a principal amount up to
the First Lien Debt Cap, the allowance and/or payment of pre- or post-petition interest, fees, expenses or other amounts of any First Lien Agent or any other
First Lien Lender under Section 506(b) or 506(c) of the Bankruptcy Code or any similar provision of any other Bankruptcy Law (as adequate protection or
otherwise). Notwithstanding the foregoing, in any Insolvency or Liquidation Proceeding, (i) if the First Lien

 
27



 
Lenders (or any subset thereof) are granted adequate protection in the form of additional or replacement collateral in connection with any DIP Financing or
use of cash collateral under Section 363 or Section 364 of Title 11 of the United States Code, then the Second Lien Agent, on behalf of itself and any
applicable Second Priority Secured Party, may seek or request adequate protection solely in the form of (as applicable) a replacement Lien on such additional
or replacement collateral, which Lien is subordinated to the adequate protection Liens securing the First Lien Lender Claims on the same basis as the other
Liens securing the Second Priority Claims are so subordinated to the Liens securing First Lien Lender Claims under this Agreement, and (ii) in the event the
Second Lien Agent, on behalf of itself or any applicable Second Priority Secured Party, seeks or requests adequate protection and such adequate protection is
granted in the form of (as applicable) a Lien on additional or replacement collateral, then the Second Lien Agent, on behalf of itself or each such Second
Priority Secured Party, agrees that the First Lien Agent shall also be granted a senior Lien on such additional or replacement collateral as adequate protection
for the applicable First Lien Lender Claims, and that any Lien on such additional or replacement collateral granted as adequate protection for the Second
Priority Claims shall be subordinated to the Liens on such collateral granted to the First Lien Lenders as adequate protection on the same basis as the other
Liens securing the Second Priority Claims are so subordinated to the Liens securing First Lien Lender Claims under this Agreement.  Without limiting the
generality of the foregoing, to the extent the First Lien Agent or the holders of First Lien Lender Claims are granted adequate protection in the form of cash
payments for current fees and expenses, then the Second Lien Agent and the holders of Second Priority Claims shall also be entitled to seek adequate
protection in such form, subject to the right of the First Lien Agent or the holders of First Lien Lender Claims to object to the amount of fees and expenses so
sought by the Second Lien Agent and such holders of Second Priority Claims.
 

6.4          Avoidance Issues.  Until the Discharge of the First Lien Lender Claims has occurred, if any First Lien Lender is required in any Insolvency
or Liquidation Proceeding or otherwise to turn over or otherwise pay to the estate of the Company or any other Grantor (or any trustee, receiver or similar
person therefor), because the payment of such amount was declared to be fraudulent or preferential in any respect or for any other reason, any amount (a
“Recovery”), whether received as proceeds of security, enforcement of any right of setoff or otherwise, then as among the parties hereto the First Lien Lender
Claims shall be deemed to be reinstated to the extent of such Recovery and to be outstanding as if such payment had not occurred and all rights, interests,
priorities and privileges recognized in this Agreement shall apply with respect to any such First Lien Lender Claims reinstated to the extent of such
Recovery. If this Agreement shall have been terminated prior to such Recovery, this Agreement shall be reinstated in full force and effect, and such prior
termination shall not diminish, release, discharge, impair or otherwise affect the obligations of the parties hereto.
 

6.5          Application.  This Agreement, which the parties hereto expressly acknowledge is a “subordination agreement” under Section 510(a) of the
Bankruptcy Code or any similar provision of any other Bankruptcy Law or any law in respect of the perfection of security interest, shall be effective before,
during and after the commencement of any Insolvency or Liquidation Proceeding.  If, in any Insolvency or Liquidation Proceeding, debt obligations of the
reorganized debtor secured by Liens upon any property of the reorganized debtor are distributed, pursuant to a plan of reorganization, both on account of
First Lien Lender Claims and on account of Second Priority Claims, then, to the extent the debt obligations distributed on account of the
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First Lien Lender Claims and on account of the Second Priority Claims are secured by Liens upon the same property, the provisions of this Agreement will
survive the distribution of such debt obligations pursuant to such plan and will apply with like effect to the Liens securing such debt obligations.  All
references herein to any Grantor shall apply to any trustee for such Person and such Person as debtor in possession.  The relative rights as to the Common
Collateral and other collateral and proceeds thereof shall continue after the filing thereof on the same basis as prior to the date of the petition, subject to any
court order approving the financing of, or use of cash collateral by, any Grantor.
 

6.6          Waivers.  Until the Discharge of First Lien Lender Claims has occurred, the Second Lien Agent, on behalf of itself and each applicable
Second Priority Secured Party, (a) will not assert or enforce any claim under Section 506(b) or 506(c) of the Bankruptcy Code senior to or on a parity with the
Liens securing the First Lien Lender Claims for costs and expenses of preserving or disposing of any Common Collateral or other collateral, and (b) waives
any claim it may now or hereafter have arising out of the election by any First Lien Lender of the application of Section 1111(b)(2) of the Bankruptcy Code
with respect to the Common Collateral.
 

6.7          Separate Grants Of Security And Separate Classifications.  Until the Discharge of the First Lien Lender Claims has occurred, the Second
Lien Agent, on behalf of itself and each applicable Second Priority Secured Party, acknowledges and agrees that if, notwithstanding any other provision of
this Agreement, it is held that any claims of the First Lien Lenders and the Second Priority Secured Parties in respect of the Common Collateral constitute a
single class of claims (rather than separate classes of senior and junior secured claims), then the Second Lien Agent, on behalf of itself and each applicable
Second Priority Secured Party, hereby acknowledges and agrees that all distributions from the Common Collateral shall be made as if there were separate
classes of senior and junior secured claims against the Grantors in respect of the Common Collateral (with the effect being that, to the extent that the
aggregate value of the Common Collateral is sufficient (for this purpose ignoring all claims held by the Second Priority Secured Parties), the First Lien
Lenders shall be entitled to receive, in addition to amounts distributed to them in respect of principal, pre-petition interest, fees and expenses and other
claims, all amounts owing in respect of post-petition interest, fees and expenses (whether or not allowed or allowable under Section 506(b) of the Bankruptcy
Code or otherwise in such Insolvency or Liquidation Proceeding) before any distribution is made from the Common Collateral in respect of the Second
Priority Claims, with the Second Lien Agent, on behalf of itself and each applicable Second Priority Secured Party, hereby acknowledging and agreeing to
turn over to the First Priority Designated Agent amounts otherwise received or receivable by them from the Common Collateral to the extent necessary to
effectuate the intent of this sentence, even if such turnover has the effect of reducing the claim or recovery of the Second Priority Secured Parties.
 

6.8          Post-Petition Interest.
 

(a)           Until the Discharge of the First Lien Lender Claims has occurred, neither the Second Lien Agent nor any other Second Priority
Secured Party shall oppose or seek to challenge any claim by the First Lien Agent or any other First Lien Lender for allowance in any Insolvency or
Liquidation Proceeding of Obligations under the First Lien Lender Documents
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consisting of claims for post-petition interest, fees, or expenses under Section 506(b) of the Bankruptcy Code or any similar provision of any other
Bankruptcy Law or otherwise.
 

(b)           Neither the First Lien Agent nor any other First Lien Lender shall oppose or seek to challenge any claim by the Second Lien Agent
or any other Second Priority Secured Party for allowance in any Insolvency or Liquidation Proceeding of Second Priority Claims consisting of claims for
post-petition interest, fees, or expenses under Section 506(b) of the Bankruptcy Code or any similar provision of any other Bankruptcy Law or otherwise, to
the extent of the value of the Lien of the Second Lien Agent on behalf of the Second Priority Secured Parties on the Common Collateral (after taking into
account the First Lien Lender Claims).
 

6.9          Asset Sales.  Until the Discharge of the First Lien Lender Claims has occurred, the Second Lien Agent agrees, on behalf of itself and the
Second Priority Secured Parties, that it will not oppose any sale consented to by the First Lien Agent of any Common Collateral pursuant to Section 363(f) of
the Bankruptcy Code (or any similar provision under any law applicable to any Insolvency or Liquidation Proceeding) so long as the Proceeds of such sale
are applied in accordance with this Agreement provided that (i) the First Lien Agent has agreed to release the Liens securing the First Lien Lender Claims on
such Common Collateral, (ii) the Second Lien Agent may request the United States Bankruptcy Court in the Insolvency or Liquidation Proceeding to grant
the Second Lien Agent a Lien in the excess proceeds from such sale or disposition (and the First Lien Agent and the other First Lien Lenders shall not object
thereto), (iii) the Second Lien Agent shall have had an opportunity to object to any bidding procedures motion filed in the Insolvency or Liquidation
Proceeding and the sale is conducted in compliance with the bidding procedures approved by the United States Bankruptcy Court in such Insolvency or
Liquidation Proceeding, and (iv) such motion does not impair the rights of the Second Priority Secured Parties under Section 363(k) of the Bankruptcy Code
or otherwise to bid on such assets.
 

6.10        Reorganization Securities.  Subject to the ability of the First Lien Lenders and the Second Priority Secured Parties, as applicable, to support
or oppose confirmation or approval of any plan of reorganization as provided herein, if, in any Insolvency or Liquidation Proceeding, debt obligations of the
reorganized debtor secured by Liens upon any property of the reorganized debtor are distributed pursuant to a plan of reorganization, both on account of First
Lien Lender Claims and on account of Second Priority Claims, then, to the extent the debt obligations distributed on account of the First Lien Lender Claims
and on account of the Second Priority Claims are secured by Liens upon the same property, the provisions of this Agreement will survive the distribution of
such debt obligations pursuant to such plan and will apply with like effect to the debt obligations so distributed and to the Liens securing such debt
obligations and the distribution of Proceeds thereof.
 

SECTION 7.                First Lien Purchase Option.
 

7.1          Right to Purchase.  Upon the Second Lien Agent’s acceleration of the Second Priority Claims or the commencement of any Insolvency or
Liquidation Proceeding with respect to the Borrower or any Grantor, any one or more of the First Lien Lenders (acting in their individual capacity or through
one or more affiliates) shall have the right, subject to the third
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sentence of this Section 7.1, but not the obligation, upon written notice from the First Lien Agent on behalf of such First Lien Lenders (a “First Lien
Purchase Notice”) to Second Lien Agent given within ten Business Days of receipt of such written notice to acquire from the Second Lien Lenders all (but
not less than all) of the right, title, and interest of the Second Lien Lenders in and to the Second Priority Claims and the Second Lien Loan Documents.  The
First Lien Purchase Notice, if given, shall be irrevocable.  On the date specified by the First Lien Agent in the First Lien Purchase Notice (which shall not be
more than ten (10) Business Days after the receipt by Second Lien Agent of the First Lien Purchase Notice), the Second Lien Lenders shall sell to the
purchasing First Lien Lenders and the purchasing First Lien Lenders shall purchase from the Second Lien Lenders, the Second Priority Claims.
 

7.2          Payments.  On the date of such purchase and sale, the purchasing First Lien Lenders shall:
 

(a)           pay to Second Lien Agent, for the benefit of the Second Lien Lenders, as the purchase price therefor, the full amount of all the
Second Priority Claims (other than (x) indemnification obligations for which no claim or demand for payment has been made at such time, and (y) Second
Priority Claims cash collateralized in accordance with Section 7.2(b) below) then outstanding and unpaid;
 

(b)           furnish cash collateral to the Second Lien Agent in such amounts as the Second Lien Agent reasonably determines is necessary to
secure the Second Lien Agent and the Second Lien Lenders in respect of any asserted or threatened (in writing) claims, demands, actions, suits, proceedings,
investigations, liabilities, fines, costs, penalties, or damages that are the subject of the indemnification provisions of the Second Lien Credit Agreement (such
cash collateral shall be applied to the reimbursement of such obligations as and when they become due and payable and, at such time as all of such
obligations are paid in full, the remaining cash collateral held by Second Lien Agent in respect of indemnification obligations shall be remitted to the First
Lien Agent for the benefit of the purchasing First Lien Lenders), or make such other accommodations as are reasonably agreed between the Second Lien
Agent and the First Lien Agent with respect to such obligations (it being understood for purposes of Section 7.2(b) and 8.2(b), 103% cash collateralization of
letters of credit is sufficient); and
 

(c)           pay to Second Lien Agent and the other Second Lien Lenders the amount of all expenses in accordance with the Second Lien Loan
Documents (including the reimbursement of attorneys’ fees, field examination expenses, and appraisal fees).
 

Such purchase price and cash collateral shall be remitted by wire transfer of federal funds to such bank account of Second Lien Agent as Second Lien
Agent may designate in writing to First Lien Agent for such purpose.  Interest shall be calculated to but excluding the Business Day on which such purchase
and sale shall occur if the amounts so paid by the purchasing First Lien Lenders to the bank account designated by Second Lien Agent are received in such
bank account prior to 2:00 p.m., Eastern time, and interest shall be calculated to and including such Business Day if the amounts so paid by the purchasing
Second Lien Lenders to the bank account designated by Second Lien Agent are received in such bank account later than 2:00 p.m., Eastern time.
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7.3          Documentation.  Any such purchase under this Section 7 shall be effected by the execution and delivery of a customary form of assignment

and acceptance agreement and shall be expressly made without representation or warranty of any kind by Second Lien Agent and the other Second Lien
Lenders as to the Second Priority Claims so purchased, or otherwise, and without recourse to Second Lien Agent or any other Second Lien Lenders, except
that each Second Lien Lender shall represent and warrant: (i) that the amount quoted by such Second Lien Lender as its portion of the purchase price
represents the amount shown as owing with respect to the claims transferred as reflected on its books and records, and (ii) it owns, or has the right to transfer to
the purchasing Second Lien Lenders, the rights being transferred.
 

7.4          Retained Interest of Second Lien Lenders.  In the event that any one or more of the First Lien Lenders exercises and consummates the
purchase option set forth in this Section 7, the Second Lien Lenders shall retain their indemnification rights under the Second Lien Credit Agreement.
 

SECTION 8.                Second Lien Purchase Option.
 

8.1          Right to Purchase.  To the extent First Lien Lenders decline to exercise their right to acquire, or fail to give notice of such exercise or
complete such acquisition within the time periods specified in Section 7.1, from the Second Lien Lenders all (but not less than all) of the right, title and
interest of the Second Lien Lenders in an to the Second Priority Claims, upon and after the First Lien Agent’s acceleration of the First Lien Lender Claims or
the commencement of any Insolvency or Liquidation Proceeding with respect to the Borrower or any Guarantor, any one or more of the Second Lien Lenders
(acting in their individual capacity or through one or more affiliates) shall have the right, subject to the third sentence of this Section 8.1, but not the
obligation, upon written notice from the Second Lien Agent on behalf of such Second Lien Lenders (a “Second Lien Purchase Notice”) to First Lien Agent
to acquire from the First Lien Lenders all (but not less than all) of the right, title, and interest of the First Lien Lenders in and to the First Lien Lender Claims
and the First Lien Loan Documents.  The Second Lien Purchase Notice, if given, shall be irrevocable.  On the date specified by the Second Lien Agent in the
Second Lien Purchase Notice (which shall not be more than ten (10) Business Days after the receipt by First Lien Agent of the Second Lien Purchase Notice),
the First Lien Lenders shall sell to the purchasing Second Lien Lenders and the purchasing Second Lien Lenders shall purchase from the First Lien Lenders,
the First Lien Lender Claims.
 

8.2          Payments.  On the date of such purchase and sale, the purchasing Second Lien Lenders shall:
 

(a)           pay to First Lien Agent, for the benefit of the First Lien Lenders, as the purchase price therefor, the full amount of all the First Lien
Lender Claims (other than (x) indemnification obligations for which no claim or demand for payment has been made at such time, and (y) First Lien Lender
Claims cash collateralized in accordance with Section 8.2(b) below) then outstanding and unpaid;
 

(b)           furnish cash collateral to the First Lien Agent in such amounts as the First Lien Agent reasonably determines is necessary to secure
the First Lien Agent and the First Lien Lenders in respect of any asserted or threatened (in writing) claims, demands, actions, suits,
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proceedings, investigations, liabilities, fines, costs, penalties, or damages that are the subject of the indemnification provisions of the First Lien Credit
Agreement (such cash collateral shall be applied to the reimbursement of such obligations as and when they become due and payable and, at such time as all
of such obligations are paid in full, the remaining cash collateral held by First Lien Agent in respect of indemnification obligations shall be remitted to the
Second Lien Agent for the benefit of the purchasing Second Lien Lenders), or make such other accommodations as are reasonably agreed between the First
Lien Agent and the Second Lien Agent with respect to such obligations; and
 

(c)           pay to First Lien Agent and the other First Lien Lenders the amount of all expenses in accordance with the First Lien Loan
Documents (including the reimbursement of attorneys’ fees, field examination expenses, and appraisal fees).
 

Such purchase price and cash collateral shall be remitted by wire transfer of federal funds to such bank account of First Lien Agent as First Lien
Agent may designate in writing to Second Lien Agent for such purpose.  Interest shall be calculated to but excluding the Business Day on which such
purchase and sale shall occur if the amounts so paid by the purchasing Second Lien Lenders to the bank account designated by First Lien Agent are received
in such bank account prior to 2:00 p.m., Eastern time, and interest shall be calculated to and including such Business Day if the amounts so paid by the
purchasing Second Lien Lenders to the bank account designated by First Lien Agent are received in such bank account later than 2:00 p.m., Eastern time.
 

8.3          Documentation.  Any such purchase under this Section 8 shall be effected by the execution and delivery of a customary form of assignment
and acceptance agreement and shall be expressly made without representation or warranty of any kind by First Lien Agent and the other First Lien Lenders as
to the First Lien Lender Claims so purchased, or otherwise, and without recourse to First Lien Agent or any other First Lien Lenders, except that each First
Lien Lender shall represent and warrant: (i) that the amount quoted by such First Lien Lender as its portion of the purchase price represents the amount shown
as owing with respect to the claims transferred as reflected on its books and records, and (ii) it owns, or has the right to transfer to the purchasing Second Lien
Lenders, the rights being transferred.
 

8.4          Retained Interest of First Lien Lenders.  In the event that any one or more of the Second Lien Lenders exercises and consummates the
purchase option set forth in this Section 8, the First Lien Lenders shall retain their indemnification rights under the First Lien Credit Agreement.
 

SECTION 9.                The Reliance; Waivers; etc.
 

9.1          Reliance.  The consent by the First Lien Lenders to the execution and delivery of the Second Priority Documents to which the First Lien
Lenders have consented and all loans and other extensions of credit made or deemed made on and after the date hereof by the First Lien Lenders to the
Company or any Subsidiary shall be deemed to have been given and made in reliance upon this Agreement.  The Second Lien Agent, on behalf of itself and
each applicable Second Priority Secured Party, acknowledges that it and the applicable Second Priority Secured Parties is not entitled to rely on any credit
decision or other decisions made by any First Lien
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Agent or any First Lien Lender in taking or not taking any action under the applicable Second Priority Document or this Agreement.
 

9.2          No Warranties or Liability.  Neither any First Lien Agent nor any First Lien Lender shall have been deemed to have made any express or
implied representation or warranty upon which the Second Lien Agent or the Second Priority Secured Parties may rely, including with respect to the
execution, validity, legality, completeness, collectibility or enforceability of any of the First Lien Lender Documents, the ownership of any Common
Collateral or the perfection or priority of any Liens thereon.  The First Lien Lenders will be entitled to manage and supervise their respective loans and
extensions of credit under the First Lien Lender Documents in accordance with law and as they may otherwise, in their sole discretion, deem appropriate, and
the First Lien Lenders may manage their loans and extensions of credit without regard to any rights or interests that the Second Lien Agent or any of the
Second Priority Secured Parties have in the Common Collateral or otherwise, except as otherwise provided in this Agreement.  Neither any First Lien Agent
nor any First Lien Lender shall have any duty to the Second Lien Agent or any Second Priority Secured Party to act or refrain from acting in a manner that
allows, or results in, the occurrence or continuance of an event of default or default under any agreements with the Company or any Subsidiary thereof
(including the Second Priority Documents), regardless of any knowledge thereof that they may have or be charged with.  Except as expressly set forth in this
Agreement, the First Lien Agents, the First Lien Lenders, the Second Lien Agent and the Second Priority Secured Parties have not otherwise made to each
other, nor do they hereby make to each other, any warranties, express or implied, nor do they assume any liability to each other with respect to (a) the
enforceability, validity, value or collectibility of any of the Second Priority Claims, the First Lien Lender Claims or any guarantee or security which may
have been granted to any of them in connection therewith, (b) the Company’s title to or right to transfer any of the Common Collateral or (c) any other matter
except as expressly set forth in this Agreement.
 

9.3          Obligations Unconditional.  All rights, interests, agreements and obligations of the First Lien Agents and the First Lien Lenders, and the
Second Lien Agent and the Second Priority Secured Parties, respectively, hereunder shall remain in full force and effect irrespective of:
 

(a)           any lack of validity or enforceability of any First Lien Lender Documents or any Second Priority Documents;
 

(b)           any change in the time, manner or place of payment of, or in any other terms of, all or any of the First Lien Lender Claims or
Second Priority Claims, or any amendment or waiver or other modification, including any increase in the amount thereof, whether by course of conduct or
otherwise, of the terms of the First Lien Credit Agreement or any other First Lien Lender Document or of the terms of the Second Lien Credit Agreement or
any other Second Priority Document;
 

(c)           any exchange of any security interest in any Common Collateral or any other collateral, or any amendment, waiver or other
modification, whether in writing or by course of conduct or otherwise, of all or any of the First Lien Lender Claims or Second Priority Claims or any
guarantee thereof;
 

34



 
(d)           the commencement of any Insolvency or Liquidation Proceeding in respect of the Company or any other Grantor; or

 
(e)           any other circumstances that otherwise might constitute a defense available to, or a discharge of, the Company or any other Grantor

in respect of the First Lien Lender Claims, or of the Second Lien Agent or any Second Priority Secured Party in respect of this Agreement.
 

9.4          No Waiver of Lien Priorities.
 

(a)           No right of the First Lien Lenders, the First Lien Agents or any of them to enforce any provision of this Agreement or any First Lien
Lender Document shall at any time in any way be prejudiced or impaired by any act or failure to act on the part of the Company or any other Grantor or by
any act or failure to act by any First Lien Lender or any First Lien Agent, or by any noncompliance by any Person with the terms, provisions and covenants of
this Agreement, any of the First Lien Lender Documents or any of the Second Priority Documents, regardless of any knowledge thereof which the First Lien
Agent or the First Lien Lenders, or any of them, may have or be otherwise charged with.
 

(b)           Without in any way limiting the generality of the foregoing paragraph (but subject to the rights of the Company and the other
Grantors under the First Lien Lender Documents and subject to the provisions of Section 5.3 and Section 10.19) the First Lien Lenders, the First Lien Agents
and any of them may, at any time and from time to time in accordance with the First Lien Lender Documents and/or applicable law, without the consent of, or
notice to, the Second Lien Agent or any Second Priority Secured Parties, without incurring any liabilities to the Second Lien Agent or any Second Priority
Secured Parties and without impairing or releasing the Lien priorities and other benefits provided in this Agreement (even if any right of subrogation or other
right or remedy of the Second Lien Agent or any Second Priority Secured Party is affected, impaired or extinguished thereby) do any one or more of the
following: (1) subject to the definition of First Lien Debt Cap, change the manner, place or terms of payment or change or extend the time of payment of, or
amend, renew, exchange, increase or alter, the terms of any of the First Lien Lender Claims or any Lien on any First Lien Lender Collateral or guaranty thereof
or any liability of the Company or any other Grantor, or any liability incurred directly or indirectly in respect thereof (including any increase in or extension
of the First Lien Lender Claims, without any restriction as to the tenor or terms of any such increase or extension) or otherwise amend, renew, exchange,
extend, modify or supplement in any manner any Liens held by the First Lien Agents or any of the First Lien Lenders, the First Lien Lender Claims or any of
the First Lien Lender Documents; (2) sell, exchange, release, surrender, realize upon, enforce or otherwise deal with in any manner and in any order any part
of the First Lien Lender Collateral or any liability of the Company or any other Grantor to the First Lien Lenders or the First Lien Agents, or any liability
incurred directly or indirectly in respect thereof; (3) settle or compromise any First Lien Lender Obligation or any other liability of the Company or any other
Grantor or any security therefor or any liability incurred directly or indirectly in respect thereof and apply any sums by whomsoever paid and however
realized to any liability (including the First Lien Lender Claims) in any manner or order; and (4) exercise or delay in or refrain from exercising any right or
remedy against the Company or any security or any other Grantor or any other Person, elect any remedy and otherwise deal freely with the
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Company, any other Grantor or any First Lien Lender Collateral and any security and any guarantor or any liability of the Company or any other Grantor to
the First Lien Lenders or any liability incurred directly or indirectly in respect thereof.
 

(c)           Subject to the terms of this Agreement (and subject to the rights of the Company and the other Grantors under the Second Priority
Documents and subject to the provisions of Section 5.3 and Section 10.19), the Second Priority Secured Parties, the Second Lien Agent and any of them may,
at any time and from time to time in accordance with the Second Priority Documents and/or applicable law, without the consent of, or notice to, the First Lien
Agents or any First Lien Lender, without incurring any liabilities to the First Lien Agents or any First Lien Lender and without impairing or releasing the
Lien priorities and other benefits provided in this Agreement (even if any right of subrogation or other right or remedy of any First Lien Agent or any First
Lien Lenders is affected, impaired or extinguished thereby) do any one or more of the following: (1) change the manner, place or terms of payment or change
or extend the time of payment of, or amend, renew, exchange, increase or alter, the terms of any of the Second Priority Claims or any Lien on any Second
Priority Collateral or guaranty thereof or any liability of the Company or any other Grantor, or any liability incurred directly or indirectly in respect thereof
(including any increase in or extension of the Second Priority Claims, without any restriction as to the tenor or terms of any such increase or extension) or
otherwise amend, renew, exchange, extend, modify or supplement in any manner any Liens held by the Second Lien Agent or any of the Second Priority
Secured Parties, the Second Priority Claims or any of the Second Priority Documents; (2) sell, exchange, release, surrender, realize upon, enforce or otherwise
deal with in any manner and in any order any part of the Second Priority Collateral or any liability of the Company or any other Grantor to the Second
Priority Secured Parties or the Second Lien Agent, or any liability incurred directly or indirectly in respect thereof; (3) settle or compromise any Second
Priority Secured Party Obligation or any other liability of the Company or any other Grantor or any security therefor or any liability incurred directly or
indirectly in respect thereof and apply any sums by whomsoever paid and however realized to any liability (including the Second Priority Claims) in any
manner or order; and (4) exercise or delay in or refrain from exercising any right or remedy against the Company or any security or any other Grantor or any
other Person, elect any remedy and otherwise deal freely with the Company, any other Grantor or any Second Priority Collateral and any security and any
guarantor or any liability of the Company or any other Grantor to the Second Priority Secured Parties or any liability incurred directly or indirectly in respect
thereof.
 

SECTION 10.              Miscellaneous.
 

10.1        Conflicts.  Subject to Sections 10.19 and 10.22, in the event of any conflict between the provisions of this Agreement and the provisions of
any First Lien Lender Document or any Second Priority Document, the provisions of this Agreement shall govern.
 

10.2        Continuing Nature of this Agreement; Severability.  Subject to Section 6.4 and Section 5.7(c), this Agreement shall continue to be effective
until the Discharge of First Lien Lender Claims shall have occurred or such earlier time as all the Obligations in respect of the Second Priority Claims shall
have been paid in full.  This is a continuing agreement of lien subordination and the First Lien Lenders may continue, at any time and without notice to the
Second Lien Agent or any Second Priority Secured Party, to extend credit and other financial
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accommodations and lend monies to or for the benefit of the Company or any other Grantor constituting First Lien Lender Claims in reliance hereon.  The
terms of this Agreement shall survive, and shall continue in full force and effect, in any Insolvency or Liquidation Proceeding.  Any provision of this
Agreement that is prohibited or unenforceable in any jurisdiction shall not invalidate the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.
 

10.3        Amendments; Waivers.  Subject to Section 10.21 hereof, no amendment, modification or waiver of any of the provisions of this Agreement
by the Second Lien Agent or any First Lien Agent shall be deemed to be made unless the same shall be in writing signed on behalf of the party making the
same or its authorized agent and each waiver, if any, shall be a waiver only with respect to the specific instance involved and shall in no way impair the rights
of the parties making such waiver or the obligations of the other parties to such party in any other respect or at any other time.  The Company and the other
Grantors shall not have any right to consent to or approve any amendment, modification or waiver of any provision of this Agreement except to the extent
their rights are adversely affected (in which case the Company shall have the right to consent to or approve any such amendment, modification or waiver) or
has the effect of limiting the Company’s and the other Grantors’ ability to incur First Lien Lender Claims or Second Priority Claims that the Company and the
other Grantors would otherwise be permitted to incur under each of the First Lien Lender Documents and the Second Lien Loan Documents or the ability of
the Company and the other Grantors to incur DIP Financing.
 

10.4        Information Concerning Financial Condition of the Company and the Subsidiaries.  Neither any First Lien Agent nor any First Lien Lender
shall have any obligation to the Second Lien Agent or any Second Priority Secured Party to keep the Second Lien Agent or any Second Priority Secured
Party informed of, and the Second Lien Agent and the Second Priority Secured Parties shall not be entitled to rely on the First Lien Agents or the First Lien
Lenders with respect to, (a) the financial condition of the Company and the Subsidiaries and all endorsers, pledgors and/or guarantors of the Second Priority
Claims or the First Lien Lender Claims and (b) all other circumstances bearing upon the risk of nonpayment of the Second Priority Claims or the First Lien
Lender Claims.  The First Lien Agents, the First Lien Lenders, the Second Lien Agent and the Second Priority Secured Parties shall have no duty to advise
any other party hereunder of information known to it or them regarding such condition or any such circumstances or otherwise.  In the event that any First
Lien Agent, any First Lien Lender, the Second Lien Agent or any Second Priority Secured Party, in its or their sole discretion, undertakes at any time or from
time to time to provide any such information to any other party, it or they shall be under no obligation (w) to make, and the First Lien Agents, the First Lien
Lenders, the Second Lien Agent and the Second Priority Secured Parties shall not make, any express or implied representation or warranty, including with
respect to the accuracy, completeness, truthfulness or validity of any such information so provided, (x) to provide any additional information or to provide
any such information on any subsequent occasion, (y) to undertake any investigation or (z) to disclose any information that, pursuant to accepted or
reasonable commercial finance practices, such party wishes to maintain confidential or is otherwise required to maintain confidential.
 

10.5        Subrogation.  The Second Lien Agent, on behalf of itself and each applicable Second Priority Secured Party, hereby agrees that it shall not
assert or enforce any rights of
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subrogation it may acquire as a result of any payment hereunder until the Discharge of First Lien Lender Claims has occurred.
 

10.6        Application of Payments.  Except as otherwise provided herein, all payments received by the First Lien Lenders may be applied, reversed
and reapplied, in whole or in part, to such part of the First Lien Lender Claims as the First Lien Lenders, in their sole discretion, deem appropriate, consistent
with the terms of the First Lien Lender Documents.  Except as otherwise provided herein, the Second Lien Agent, on behalf of itself and each applicable
Second Priority Secured Party, assents to any extension or postponement of the time of payment of the First Lien Lender Claims or any part thereof and to any
other indulgence with respect thereto, to any substitution, exchange or release of any security that may at any time secure any part of the First Lien Lender
Claims and to the addition or release of any other Person primarily or secondarily liable therefor.
 

10.7        Consent to Jurisdiction; Waivers.  The parties hereto consent to the nonexclusive jurisdiction of any state or federal court located in New
York County, New York (the “New York Courts”), and consent that all service of process may be made by registered mail directed to such party as provided
in Section 10.8 for such party.  Service so made shall be deemed to be completed three days after the same shall be posted as aforesaid.  The parties hereto
waive any objection to any action instituted hereunder in any such court based on forum non conveniens, and any objection to the venue of any action
instituted hereunder in any such court.  Each of the parties hereto waives any right it may have to trial by jury in respect of any litigation based on, or arising
out of, under or in connection with this Agreement, or any course of conduct, course of dealing, verbal or written statement or action of any party hereto in
connection with the subject matter hereof.  Nothing in this Agreement shall affect any right that any party may otherwise have to bring any action or
proceeding relating to this Agreement in the courts of any jurisdiction, except that each Second Priority Secured Party and the Second Lien Agent agrees that
(a) it will not bring any such action or proceeding in any court other than New York Courts, and (b) in any such action or proceeding brought against the
Second Lien Agent or any Grantor or any Second Priority Secured Party in any other court, it will not assert any cross-claim, counterclaim or setoff, or seek
any other affirmative relief, except to the extent that the failure to assert the same will preclude such Second Priority Secured Party from asserting or seeking
the same in the New York Courts.
 

10.8        Notices.  All notices to the Second Priority Secured Parties and the First Lien Lenders permitted or required under this Agreement may be
sent to the First Lien Credit Agreement Agent, Second Lien Agent or any First Lien Agent as provided in the First Lien Credit Agreement, the Second Lien
Credit Agreement, the Other First Priority Lien Obligations Credit Documents, the other relevant First Lien Lender Documents or the other relevant Second
Priority Documents, as applicable.  Unless otherwise specifically provided herein, any notice or other communication herein required or permitted to be
given shall be in writing and may be personally served, faxed, electronically mailed or sent by courier service or U.S. mail and shall be deemed to have been
given when delivered in person or by courier service, upon receipt of a facsimile or electronic mail or upon receipt via U.S. mail (registered or certified, with
postage prepaid and properly addressed).  For the purposes hereof, the addresses of the parties hereto shall be as set forth in the applicable First Lien Lender
Document or Second Priority Document, or, as to each party, at such other address as may be designated by such party in a written notice
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to all of the other parties.  The First Lien Agents hereby agree to promptly notify the Second Lien Agent upon payment in full in cash of all Obligations under
the applicable First Lien Lender Documents (except for contingent indemnities and cost and reimbursement obligations to the extent no claim therefor has
been made).
 

10.9        Further Assurances.  Each of the Second Lien Agent, on behalf of itself and each applicable Second Priority Secured Party, and each
applicable First Lien Agent, on behalf of itself and each First Lien Lender, agrees that each of them shall take such further action and shall execute and
deliver to each other First Lien Agent and the First Lien Lenders such additional documents and instruments (in recordable form, if requested) as each other
First Lien Agent or the First Lien Lenders may reasonably request, at the expense of the Grantors, to effectuate the terms of and the lien priorities
contemplated by this Agreement.
 

10.10      Governing Law.  This Agreement has been delivered and accepted in and shall be deemed to have been made in New York, New York and
shall be interpreted, and the rights and liabilities of the parties bound hereby determined, in accordance with the laws of the State of New York.
 

10.11      Binding on Successors and Assigns.  This Agreement shall be binding upon the First Lien Agents, the First Lien Lenders, the Second Lien
Agent, the Second Priority Secured Parties and their respective permitted successors and assigns.
 

10.12      Specific Performance.  Each First Lien Agent and Second Lien Agent may demand specific performance of this Agreement or other
appropriate equitable relief.  Each First Lien Agent on behalf of itself and each applicable First Lien Secured Party hereby irrevocably waives any defense
based on the adequacy of a remedy at law and any other defense that might be asserted to bar the remedy of specific performance in any action that may be
brought by the Second Lien Agent or any other Second Lien Lender.  The Second Lien Agent, on behalf of itself and each applicable Second Priority Secured
Party, hereby irrevocably waives any defense based on the adequacy of a remedy at law and any other defense that might be asserted to bar the remedy of
specific performance in any action that may be brought by any First Lien Agent or any other First Lien Lender.
 

10.13      Section Titles.  The section titles contained in this Agreement are and shall be without substantive meaning or content of any kind
whatsoever and are not a part of this Agreement.
 

10.14      Counterparts.  This Agreement may be executed in one or more counterparts, including by means of facsimile or other electronic
transmission, each of which shall be an original and all of which shall together constitute one and the same document.
 

10.15      Authorization.  By its signature, each Person executing this Agreement on behalf of a party hereto represents and warrants to the other
parties hereto that it is duly authorized to execute this Agreement.  The First Lien Agents represent and warrant that this Agreement is binding upon the First
Lien Lenders.  The Second Lien Agent represents and warrants severally that this Agreement is binding upon its Second Priority Secured Parties.
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10.16      No Third Party Beneficiaries; Successors and Assigns.  This Agreement and the rights and benefits hereof shall inure to the benefit of, and

be binding upon, each of the parties hereto and their respective successors and assigns and shall inure to the benefit of each of, and be binding upon, the
holders of First Lien Lender Claims and Second Priority Claims.  No other Person shall have or be entitled to assert rights or benefits hereunder.
 

10.17      Effectiveness.  This Agreement shall become effective when executed and delivered by the parties hereto.  This Agreement shall be
effective both before and after the commencement of any Insolvency or Liquidation Proceeding.  All references to the Company or any other Grantor shall
include the Company or any other Grantor as debtor and debtor-in-possession and any receiver or trustee for the Company or any other Grantor (as the case
may be) in any Insolvency or Liquidation Proceeding.
 

10.18      First Lien Agents and Second Lien Agent.  It is understood and agreed that (a)(i) Wilmington Trust, National Association is entering into
this Agreement in its capacity as First Lien Credit Agreement Agent and not in its individual capacity, (ii) the provisions of the First Lien Credit Agreement
affording rights, privileges, protections, immunities and indemnities to Wilmington Trust, National Association, as administrative agent thereunder,
including, without limitation and the provisions of Article 10 of the First Lien Credit Agreement applicable to Wilmington Trust, National Association, as
administrative agent and collateral agent thereunder shall also apply to Wilmington Trust, National Association, as First Lien Credit Agreement Agent, First
Lien Agent and First Priority Designated Agent hereunder and (iii) in no event shall Wilmington Trust, National Association incur any liability in connection
with this Agreement or be personally liable for or on account of the statements, representations, warranties, covenants or obligations stated to be those of any
First Lien Agent, the First Priority Designated Agent or any First Lien Lender hereunder (other than its capacity as First Lien Credit Agreement Agent
hereunder), all such liability, if any, being expressly waived by the parties hereto and any person claiming by, through or under such party, and (b)
(i) Cortland Products Corp. is entering into this Agreement in its capacity as Second Lien Agent and not in its individual capacity, (ii) the provisions of the
Second Lien Credit Agreement and Second Priority Collateral Documents affording rights, privileges, protections, immunities and indemnities to Cortland
Products Corp. as administrative agent thereunder, including, without limitation, and the provisions of Article 10 of the Second Lien Credit Agreement
applicable to Cortland Products Corp., as administrative agent thereunder shall also apply to Cortland Products Corp. as Second Lien Agent and Second
Priority Designated Agent hereunder and (iii) in no event shall Cortland Products Corp. incur any liability in connection with this Agreement or be
personally liable for or on account of the statements, representations, warranties, covenants or obligations stated to be those of the Second Priority
Designated Agent or any Second Priority Secured Party hereunder (other than as Second Lien Agent hereunder), all such liability, if any, being expressly
waived by the parties hereto and any person claiming by, through or under such party.
 

10.19      Relative Rights.  Notwithstanding anything in this Agreement to the contrary (except to the extent contemplated by Section 5.3(b)),
nothing in this Agreement is intended to or will (a) amend, waive or otherwise modify the provisions of the First Lien Credit Agreement, the Other First
Priority Lien Obligations Credit Documents, the Second Lien Credit Agreement or any other First Lien Lender Documents or Second Priority Documents
entered into in connection with the First Lien Credit Agreement, the Other First Priority Lien Obligations Credit
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Documents, the Second Lien Credit Agreement or any other First Lien Lender Document or Second Priority Document or permit the Company or any
Subsidiary to take any action, or fail to take any action, to the extent such action or failure would otherwise constitute a breach of, or default under, the First
Lien Credit Agreement or any other First Lien Lender Documents entered into in connection with the First Lien Credit Agreement, the Other First Priority
Lien Obligations Credit Documents, the Second Lien Credit Agreement or any other Second Priority Documents, (b) change the relative priorities of the First
Lien Lender Claims or the Liens granted under the First Lien Lender Documents on the Common Collateral (or any other assets) as among the First Lien
Lenders, (c) otherwise change the relative rights of the First Lien Lenders in respect of the Common Collateral as among such First Lien Lenders or
(d) obligate the Company or any Subsidiary to take any action, or fail to take any action, that would otherwise constitute a breach of, or default under, the
First Lien Credit Agreement, the Other First Priority Lien Obligations Credit Documents or any other First Lien Lender Document entered into in connection
with the First Lien Credit Agreement, the Other First Priority Lien Obligations Credit Documents, the Second Lien Credit Agreement or any other Second
Priority Documents.
 

10.20      [Reserved]
 

10.21      Joinder Requirements.  The Company and/or any First Lien Agent and/or the Second Lien Agent, without the consent of any other First
Lien Agent or Second Lien Agent, any First Lien Lender or any Second Priority Secured Party, may designate additional obligations as Other First Priority
Lien Obligations or Other Second Priority Lien Obligations, as applicable, (i) if the incurrence of such obligations is permitted under each of the First Lien
Credit Agreement, each Other First Priority Lien Obligations Credit Document, the Second Lien Credit Agreement, all other relevant First Lien Lender
Documents and Second Priority Documents and this Agreement and (ii) after delivering a certificate signed by a Responsible Officer to any First Lien Agent
and any Second Lien Agent certifying that the incurrence of such Other First Priority Lien Obligations or Other Second Priority Lien Obligations, as
applicable, is permitted under the First Lien Lender Documents, the Second Priority Documents and the terms of this Agreement.  If so permitted, as a
condition precedent to the effectiveness of such designation, the applicable Other First Priority Lien Obligations Agent or Other Second Priority Lien
Obligations Agent, as applicable, shall execute and deliver to each First Lien Agent and each Second Lien Agent, a joinder agreement to this Agreement in
form and substance reasonably satisfactory to the First Priority Designated Agent and the Second Priority Designated Agent.  Notwithstanding anything to
the contrary set forth in this Section 10.21 or in Section 10.3 hereof, any First Lien Agent and/or any Second Lien Agent may, and, at the request of the
Company, shall, in each case, without the consent of any other First Lien Agent or Second Lien Agent, any First Lien Lender or any Second Priority Secured
Party, enter into a supplemental agreement (which may take the form of an amendment, an amendment and restatement or a supplement of this Agreement) to
facilitate the designation of such additional obligations as Other First Priority Lien Obligations or Other Second Priority Lien Obligations, as applicable. 
Any such amendment may, among other things, (i) add other parties holding Obligations arising under the Other First Priority Lien Obligations Credit
Documents (or any agent or trustee thereof) or Other Second Priority Lien Obligations Credit Documents (or any agent or trustee thereof), as applicable, to the
extent such Obligations are not prohibited by the First Lien Credit Agreement, the Other First Priority Lien Obligations Credit Documents and the Second
Lien Credit Agreement, and (ii) in the case of Obligations arising under Other First Priority Lien Obligations Credit Documents, (a) establish
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that the Lien on the Common Collateral securing such Obligations shall be superior in all respects to all Liens on the Common Collateral securing any
Second Priority Claims and shall share in the benefits of the Common Collateral equally and ratably with all Liens on the Common Collateral securing any
other First Lien Lender Claims, and (b) provide to the holders of such Obligations arising under the Other First Priority Lien Obligations Credit Documents
(or any agent or trustee thereof) the comparable rights and benefits as are provided to the holders of First Lien Lender Claims under this Agreement prior to
the incurrence of such Obligations. Any such additional party, each First Lien Agent and each Second Lien Agent shall be entitled to rely on the
determination of officers of the Company that such modifications do not violate the First Lien Credit Agreement, the Other First Priority Lien Obligations
Credit Documents, the Second Lien Credit Agreement if such determination is set forth in a certificate of a Responsible Officer of the Company delivered to
such party, the First Lien Agents and the Second Lien Agents prior to or substantially concurrently with any designation, amendment or supplemental
agreement described in this Section 10.21; provided, however, that such determination will not affect whether or not the Company has complied with its
undertakings in the First Lien Credit Agreement, the Other First Priority Lien Obligations Credit Documents, the First Lien Collateral Documents, the Second
Lien Credit Agreement, the Second Priority Collateral Documents or this Agreement.
 

10.22      Intercreditor Agreements.  Each party hereto agrees that the First Lien Lenders (as among themselves) and the Second Priority Secured
Parties (as among themselves) may each enter into intercreditor agreements (or similar arrangements) with the applicable First Lien Agent or Second Lien
Agent governing the rights, benefits and privileges as among the First Lien Lenders or the Second Priority Secured Parties, as the case may be, in respect of
the Common Collateral, this Agreement and the other First Lien Collateral Documents or Second Priority Collateral Documents, as the case may be,
including as to application of proceeds of the Common Collateral, voting rights, control of the Common Collateral and waivers with respect to the Common
Collateral, in each case so long as (A) the terms thereof do not violate or conflict with the provisions of this Agreement or the other First Lien Collateral
Documents or Second Priority Collateral Documents, as the case may be, (B) in the case of any such intercreditor agreement (or similar arrangement) affecting
any First Lien Lenders, the First Lien Agent acting on behalf of such First Lien Lenders agrees in its sole discretion, or is otherwise obligated pursuant to the
terms of the applicable First Lien Collateral Documents, to enter into any such intercreditor agreement (or similar arrangement) and (C) in the case of any
such intercreditor agreement (or similar arrangement) affecting the First Lien Lenders holding First Lien Lender Claims under the First Lien Credit
Agreement, the Required Lenders otherwise authorize the applicable First Lien Agent to enter into any such intercreditor agreement (or similar arrangement).
If a respective intercreditor agreement (or similar arrangement) exists, the provisions thereof shall not be (or be construed to be) an amendment, modification
or other change to this Agreement, and the provisions of this Agreement shall remain in full force and effect in accordance with the terms hereof and thereof
(as such provisions may be amended, modified or otherwise supplemented from time to time in accordance with the terms thereof, including to give effect to
any intercreditor agreement (or similar arrangement)).
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10.23      Exculpatory Provisions.

 
(a)           It is expressly understood and agreed by each First Lien Agent and each Second Lien Agent that the First Lien Agents, on the one

hand, and the Second Lien Agents, on the other hand, as applicable:
 

(1)           shall not be subject to any fiduciary or other implied duties of any kind or nature to any Person, regardless of whether an
Event of Default has occurred and is continuing;
 

(2)           shall not have any duty to take any discretionary action or exercise any discretionary powers, except discretionary rights
and powers expressly contemplated hereby or by the First Lien Lender Documents or the Second Priority Documents that the First Lien Agents or the Second
Lien Agents, as applicable, are required to exercise as directed in writing by any First Lien Agent or any Second Lien Agent, as applicable; provided that
such First Lien Agent or Second Lien Agent, as applicable, shall not be required to take any action that, in its opinion or the opinion of its counsel, may
expose it to liability or that is contrary to any First Lien Lender Document or Second Priority Document, as applicable, or applicable law;
 

(3)           shall not be liable for any action taken or not taken by it (i) with the consent or at the request of any First Lien Agent or
Second Lien Agent, as applicable, (ii) in the absence of its own gross negligence or willful misconduct as determined by a final non-appealable judgment of a
court of competent jurisdiction, or (iii) in reliance on a certificate of an authorized officer of the Company stating that such action is permitted by the terms of
this Agreement (it being understood and agreed that such First Lien Agent shall be deemed not to have knowledge of any Event of Default under any Second
Priority Documents, and the Second Lien Agent shall be deemed not to have knowledge of any Event of Default under any First Lien Lender Documents,
unless and until written notice describing such Event of Default is given to such First Lien Agent by the applicable Second Lien Agent or the Company, or to
the Second Lien Agent by the applicable First Lien Agent or the Company, as applicable);
 

(4)           shall not be responsible for or have any duty to ascertain or inquire into (i) any statement, warranty or representation made
in or in connection with this Agreement or any First Lien Lender Documents or Second Priority Documents, as applicable, (ii) the contents of any certificate,
report or other document delivered hereunder or thereunder or in connection herewith or therewith, (iii) the performance or observance of any of the
covenants, agreements or other terms or conditions set forth herein or therein or the occurrence of any default hereunder or thereunder, (iv) the validity,
enforceability, effectiveness or genuineness of this Agreement, any First Lien Lender Document or Second Priority Document, as applicable, or any other
agreement, instrument or document, or the creation, perfection or priority of any Lien purported to be created by the First Lien Lender Documents or the
Second Priority Documents, as applicable, (v) the value or the sufficiency of any Common Collateral for any First Lien Lender Claims or Second Priority
Claims, as applicable, or (vi) the satisfaction of any condition set forth in any First Lien Lender Documents or Second Priority Documents, other than to
confirm receipt of items expressly required to be delivered to any First Lien Agent or Second Lien Agent, as applicable; and
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(b)           with respect to any First Lien Collateral Documents, the Second Lien Agent may conclusively assume that the Grantors have

complied with all of their obligations thereunder unless advised in writing by the applicable First Lien Agent to the contrary specifically setting forth the
alleged violation.
 

10.24      Reliance by First Lien Agents and Second Lien Agent.  The First Lien Agents and the Second Lien Agent shall be entitled to rely upon, and
shall not incur any liability for relying upon, any notice, request, certificate, consent, statement, instrument, document or other writing (including any
electronic message, Internet or intranet website posting or other distribution) believed by it to be genuine and to have been signed, sent or otherwise
authenticated by the proper Person.  The First Lien Agents and the Second Lien Agent may consult with legal counsel (who may include, but shall not be
limited to, counsel for the Company), independent accountants and other experts selected by it, and shall not be liable for any action taken or not taken by
them in accordance with the advice of any such counsel, accountants or experts.
 

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first written above.

 
 

WILMINGTON TRUST, NATIONAL ASSOCIATION, as First Lien Agent
   
   

By: /s/ Meghan H. McCauley
Name: Meghan H. McCauley
Title: Assistant Vice President
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CORTLAND PRODUCTS CORP., as Second Lien Agent

  
   

By: /s/ Emily Ergang Pappas
Name: Emily Ergang Pappas
Title: Associate Counsel
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Acknowledgement of Intercreditor Agreement

 
The Company and the other Grantors have read the foregoing Agreement and consent thereto.  The Company and the other Grantors each agree not

to take any action that would be contrary to the provisions of the foregoing Agreement and agree that, except as otherwise provided therein, including with
respect to those provisions of which the Company or any other Grantor is an intended third party beneficiary, no Second Lien Agent, First Lien Agent, First
Lien Lender or Second Priority Secured Party shall have any liability to the Company or any Grantor for acting in accordance with the provisions of the
foregoing Agreement and the First Lien Credit Agreement, the Second Lien Credit Agreement and other collateral, security and credit documents referred to
therein.  The Company and the other Grantors each understand that it is not an intended beneficiary or third party beneficiary of the foregoing Agreement. 
The Company and the other Grantors each agree to be bound by Section 10.21 of the foregoing Agreement.
 

Notwithstanding anything to the contrary in the foregoing Agreement or provided herein, each of the undersigned and each party to the foregoing
Agreement agree, on behalf of itself and in its capacity as agent under the foregoing Agreement, that (i) the Company and the other Grantors shall not have
any right to consent to or approve any amendment, modification or waiver of any provision of the foregoing Agreement except to the extent their rights are
adversely affected (in which case the Company shall have the right to consent to or approve any such amendment, modification or waiver) or has the effect of
limiting the Company’s and the other Grantor’s ability to incur First Lien Lender Claims or Second Priority Claims that the Company and the other Grantors
would otherwise be permitted to incur under each of the First Lien Lender Documents and the Second Lien Loan Documents or the ability of the Company
and the other Grantors to incur DIP Financing and (ii) upon the Company’s request in connection with a designation of additional obligations as Other First
Priority Lien Obligations, any First Lien Agent and/or the Second Lien Agent shall enter into such supplemental agreements (which may each take the form
of an amendment, an amendment and restatement or a supplement of the foregoing Agreement) to facilitate the designation of such additional obligations as
contemplated by Section 10.21 of the foregoing Agreement as the Company may request).
 

Without limitation of the foregoing, each of the undersigned and each party to the foregoing Agreement agree, on behalf of itself and in its capacity
as agent under the foregoing Agreement, at the Company’s expense, to take such further action and to execute and deliver such additional documents and
instruments (in recordable form, if requested) as any of the Company, the First Lien Credit Agreement Agent, or any other First Lien Agent or Second Lien
Agent may reasonably request to effectuate the terms of the foregoing Agreement.
 

For the purposes hereof, the address of the Company shall be as set forth in the First Lien Credit Agreement or the Second Lien Credit Agreement, as
applicable.
 

[Remainder of page intentionally left blank]
 



 
WARREN RESOURCES, INC.

  
   

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Chief Financial Officer

  
WARREN E&P , INC.
WARRANT MARCELLUS LLC
WARREN RESOURCES OF CALIFORNIA, INC.

  
   

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Treasurer

 
Acknowledgement of Intercreditor Agreement

 



Exhibit 10.52
 

EXCHANGE AGREEMENT
 

THIS EXCHANGE AGREEMENT (this “Agreement”) is made and entered into as of October 22, 2015, by and between the funds listed on the
signature pages hereof (each, a “Holder”) and Warren Resources, Inc., a Maryland corporation (the “Company”).
 

RECITALS:
 

WHEREAS, the Holders beneficially own certain 9.00% Senior Notes due 2022 (the “Existing Notes”) issued by the Company under the Indenture
(the “Indenture”) dated as of August 11, 2014, among the Company, the subsidiary guarantors named therein and U.S. Bank National Association, as trustee
(the “Trustee”);
 

WHEREAS, the parties hereto desire to have, pursuant to the terms and conditions set forth herein, the Holders exchange (the “Exchange”) certain
of the Existing Notes (including accrued and unpaid interest on such Existing Notes) for (i) loans (“Converted Term Loans”) under the Second Lien Credit
Agreement to be dated on or about the date hereof among the Company, the Holders and the other financial institutions or other entities from time to time
parties thereto, and Cortland Products Corp., as administrative agent (the “Credit Agreement”) and (ii) an aggregate of 4,000,000 shares of common stock,
$0.0001 par value, of the Company (the “Common Shares”); and
 

WHEREAS, simultaneously with the consummation of the Exchange, the Holders will make additional New Term Loans (as defined in the Credit
Agreement) under the Credit Agreement.
 

NOW, THEREFORE, in consideration of the mutual covenants, agreements and understandings contained herein and intending to be legally bound,
the parties hereto hereby agree as follows:
 

AGREEMENT:
 

On and subject to the terms hereof, the parties hereto agree as follows:
 

Article I:  Exchange of the Existing Notes for Converted Term Loans and Common Shares
 

Subject to the terms set forth in this Agreement, at the Closing (as defined herein), each Holder agrees to exchange and deliver to the Company the
aggregate principal amount of the Existing Notes (including the rights to the accrued and unpaid interest on such Existing Notes) specified opposite such
Holder’s name under the captions “Principal Amount of Existing Notes” and “Accrued Interest on Existing Notes” in the table on Exhibit A (the exchanged
Existing Notes, collectively the “Conversion Notes”) and in exchange therefor each Holder will receive (a) Converted Term Loans in the principal amount
specified opposite such Holder’s name under the caption “Principal Amount of Converted Term Loans Received in Exchange for Existing Notes and Accrued
Interest” in the table on Exhibit A, and (b) the number of Common Shares specified opposite such Holder’s name under the caption “Issued Common Shares”
in the table on Exhibit A (collectively, the “Issued Common Shares”).
 



 
The closing of the Exchange (the “Closing”) shall occur on the Closing Date (as defined in the Credit Agreement). At the Closing, (a) each Holder

shall deliver or cause to be delivered, through The Depository Trust Company’s (“DTC”) Deposit/Withdrawal at Custodian system, or by other due and
proper agreements or instruments of transfer reasonably acceptable to the Company, all right, title and interest in and to its Conversion Notes (and no other
consideration) free and clear of any mortgage, lien, pledge, charge, security interest, encumbrance, title retention agreement, option, equity or other adverse
claim thereto (collectively, “Liens”), and (b) the “Commitment Annex” to the Credit Agreement shall reflect Converted Term Loans in an amount equal to
the aggregate principal amount specified under the caption “Aggregate Principal Amount of Converted Term Loans Received” in the table on Exhibit A. The
Holders acknowledge that following the Closing they will not be entitled to any accrued and unpaid interest on the Conversion Notes. Upon consummation
of the Exchange, the Company shall promptly take such actions as are required under the Indenture to cancel, or to cause the Trustee to cancel, the
Conversion Notes.
 

The settlement of the Issued Common Shares to be issued to each Holder at Closing shall be by delivery by electronic book-entry at American Stock
Transfer and Trust Co., the Company’s transfer agent and registrar, and registered in such Holder’s name, address and tax identification number as set forth on
Exhibit A.
 

Article II:  Covenants, Representations and Warranties of the Holders
 

Each Holder hereby covenants (solely as to itself) as follows, and makes the following representations and warranties (solely as to itself), each of
which is and shall be true and correct on the date hereof and at the Closing, to the Company, and all such covenants, representations and warranties shall
survive the Closing.
 

Section 2.1            Power and Authorization. Such Holder has the power, authority and capacity to execute and deliver this Agreement, to perform
its obligations hereunder, and to consummate the Exchange contemplated hereby. With respect to each Holder, Exhibit A hereto is a true, correct and
complete list of (i) the name of each Holder, (ii) the principal amount of such Holder’s Conversion Notes and (iii) the DTC Participant holding such Holder’s
Conversion Notes.
 

Section 2.2            Valid and Enforceable Agreement; No Violations. This Agreement has been duly executed and delivered by such Holder and
constitutes a legal, valid and binding obligation of such Holder, enforceable against such Holder in accordance with its terms, except that such enforcement
may be subject to (a) bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium or other similar laws affecting or relating to enforcement of
creditors’ rights generally, and (b) general principles of equity, whether such enforceability is considered in a proceeding at law or in equity (the
“Enforceability Exceptions”). This Agreement and consummation of the Exchange will not violate, conflict with or result in a breach of or default under
(i) such Holder’s organizational documents, (ii) any agreement or instrument to which such Holder is a party or by which such Holder or any of their
respective assets are bound, or (iii) any laws, regulations or governmental or judicial decrees, injunctions or orders applicable to such Holder.
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Section 2.3            Title to the Conversion Notes. Such Holder is the sole beneficial owner of the Conversion Notes set forth opposite its name on

Exhibit A hereto. Such Holder has good and valid title to its Conversion Notes, free and clear of any Liens (other than pledges or security interests that such
Holder may have created in favor of a prime broker under and in accordance with its prime brokerage agreement with such broker), and at the Closing such
Holder will transfer to the Company good and valid title to its Conversion Notes, free and clear of any Liens. Such Holder has not, in whole or in part, except
as described in the preceding sentence, (a) assigned, transferred, hypothecated, pledged, exchanged or otherwise disposed of any of its Conversion Notes or
its rights in its Conversion Notes, or (b) given any person or entity any transfer order, power of attorney or other authority of any nature whatsoever with
respect to its Conversion Notes. Upon such Holder’s delivery of its Conversion Notes to the Company pursuant to the Exchange, such Conversion Notes shall
be free and clear of all Liens created by such Holder.
 

Section 2.4            No Finder’s Fees. Such Holder is not party to any contract, agreement or understanding with any person that would give rise to a
valid claim against the Company for a brokerage commission, finder’s fee or like payment in connection with the Exchange.
 

Section 2.5            Sophisticated Party. Such Holder is sophisticated in transactions of this type and capable of evaluating the merits and risks of the
transactions contemplated hereby and has the capacity to protect its own interests. Such Holder has retained its own advisors and counsel, each of which is
sophisticated in transactions of this type and capable of evaluating the merits and risks of the transactions contemplated hereby, in connection with the
negotiation of and entry into this Agreement.
 

Section 2.6            Investment Purpose. Such Holder is an “accredited investor,” as such term is defined in Regulation D of the Securities Act of
1933, as amended (the “Securities Act”). Such Holder is acquiring the Issued Common Shares solely for investment for its own account, not as a nominee or
agent, and not with the view to, or for resale in connection with, any distribution thereof in any transaction in violation of the federal or state securities laws.
Such Holder understands that the Issued Common Shares have not been registered under the Securities Act or applicable state securities laws by reason of a
specific exemption from the registration provisions of the Securities Act and applicable state securities laws, the availability of which depends upon, among
other things, the bona fide nature of the investment intent and the accuracy of such Holder’s representations as expressed herein. Such Holder understands
that the Company is relying, in part, upon the representations and warranties contained in this Section 2.6 for the purpose of determining whether this
transaction meets the requirements for such exemption.
 

Section 2.7            Securities Acknowledgment. Such Holder understands that at Closing, the Issued Common Shares will be characterized as
“restricted securities” under federal securities laws and that under such laws and applicable regulations the Issued Common Shares cannot be sold or
otherwise disposed of without registration under the Securities Act or an exemption therefrom. To the extent physical certificates are issued representing the
Issued Common Shares, it is understood that such certificates will bear a legend in substantially the following form: “THE SECURITIES EVIDENCED BY
THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED. THESE SECURITIES MAY NOT BE
SOLD, OFFERED FOR SALE, PLEDGED OR
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HYPOTHECATED IN THE ABSENCE OF A REGISTRATION STATEMENT IN EFFECT WITH RESPECT TO THE SECURITIES UNDER SUCH ACT OR
PURSUANT TO AN EXEMPTION FROM REGISTRATION THEREUNDER AND, IN THE CASE OF A TRANSACTION EXEMPT FROM REGISTRATION,
UNLESS SOLD PURSUANT TO RULE 144 UNDER SUCH ACT OR THE ISSUER HAS RECEIVED DOCUMENTATION REASONABLY SATISFACTORY
TO IT THAT SUCH TRANSACTION DOES NOT REQUIRE REGISTRATION UNDER SUCH ACT.”
 

Article III:  Covenants, Representations and Warranties of the Company
 

The Company hereby covenants as follows, and makes the following representations and warranties, each of which is and shall be true and correct on
the date hereof and at the Closing, to the Holders, and all such covenants, representations and warranties shall survive the Closing.
 

Section 3.1            Power and Authorization. The Company is duly organized and existing under the laws of the State of Maryland and in good
standing, and has the power and authority to execute and deliver this Agreement, to perform its obligations hereunder and thereunder, and to consummate the
Exchange contemplated hereby.
 

Section 3.2            Valid and Enforceable Agreements; No Violations. This Agreement has been duly executed and delivered by the Company and
constitutes a legal, valid and binding obligation of the Company, enforceable against the Company in accordance with its terms, except that such
enforcement may be subject to the Enforceability Exceptions. This Agreement and consummation of the Exchange will not violate, conflict with or result in a
breach of or default under (i) the charter or the by-laws of the Company (the “Governing Documents”), (ii) any agreement or instrument to which the
Company is a party or by which any of its assets are bound, or (iii) any laws, regulations or governmental or judicial decrees, injunctions or orders applicable
to the Company. True, correct and complete copies of the Company’s Governing Documents as in effect on the date hereof are available electronically on the
Securities and Exchange Commission’s website (at the address www.sec.gov) or have otherwise been provided to the Holders prior to the Closing Date,
including any and all documents setting forth the terms of, restrictions on or otherwise affecting the Issued Common Shares.
 

Section 3.3            Capitalization of the Company. The Issued Common Shares, when issued and delivered to the Holders pursuant to the terms of
this Agreement, will be duly authorized and validly issued in accordance with all applicable laws and the Company’s Governing Documents and will be
validly issued, fully paid and nonassessable. Except as expressly set forth in this Agreement and Company’s Governing Documents: (i) none of the Issued
Common Shares is entitled or subject to, or will be issued in violation of, any preemptive right, right of repurchase or forfeiture, right of participation, right of
maintenance or any similar right; and (ii) none of the Issued Common Shares is subject to any right of first refusal.
 

Section 3.4            Issuance of the Issued Common Shares. The Company has authorized the sale and issuance of the Issued Common Shares to the
Holders, upon the terms and conditions set forth herein.
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Section 3.5            Financial Condition of the Company. After giving effect to the Exchange and the making of new loans under the Credit

Agreement on the Closing Date (as defined in the Credit Agreement): the Company and its subsidiaries project adequate liquidity from operations, cash on
hand, and the proceeds of asset sales and borrowings to pay their debts and liabilities, direct, subordinated, contingent or otherwise, as such debts and
liabilities become absolute and matured, at least through June 30, 2016. As of the Closing Date, the Company has no present intention to file a petition as a
debtor under the United States Bankruptcy Code and has taken no steps to authorize such a filing or prepare pleadings or documents for such a filing.
 

Article IV:  Conditions to Obligations of the Holders
 

The obligations of the Holders hereunder to consummate the Exchange in accordance with the provisions herein are subject to the satisfaction at or
prior to the Closing of the following conditions:
 

Section 4.1            Representations and Warranties. The representations and warranties of the Company (i) set forth in Article III shall be true,
correct and complete as of the date of this Agreement and as of the Closing Date and (ii) set forth in Article 3 of the Credit Agreement shall be true, correct
and complete in all material respects on and as of the Closing Date, except to the extent that any such representation or warranty relates to a specific date in
which case such representation or warranty shall be true and correct as of such earlier date.
 

Section 4.2            Credit Agreement. A counterpart to the Credit Agreement, dated as of the Closing Date and otherwise in the form satisfactory to
the Holders, shall have been duly executed on behalf of the Company by a duly authorized executive officer of the Company and the conditions in Article 7
thereunder shall have been satisfied.
 

Section 4.3            Opinions of Counsel. Counsel to the Company shall have furnished to the Holders their written opinions, dated the date hereof
and addressed to the Holders, in form and substance reasonably satisfactory to the Holders.
 

Section 4.4            Listing of Common Shares. The Common Shares shall be listed or quoted on the NASDAQ Global Market on the Closing Date.
 

Section 4.5            Registration Rights Agreement. A counterpart to the Registration Rights Agreement, dated as of the Closing Date and
substantially in the form of Exhibit B attached hereto, shall have been duly executed on behalf of the Company by a duly authorized executive officer of the
Company.
 

Section 4.6            Other Deliverables. The Company shall have furnished to the Holders such further information, certificates and documents as the
Holders may reasonably request, including, without limitation, those set forth on the closing checklist delivered in connection herewith.
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Article V:  Conditions to Obligations of the Company

 
The obligations of the Company hereunder to consummate the Exchange in accordance with the provisions herein are subject to the satisfaction at

or prior to the Closing of the following conditions:
 

Section 5.1            Representations and Warranties. The representations and warranties of the Holders set forth in Article II shall be true, correct and
complete as of the date of this Agreement and as of the Closing Date.
 

Section 5.2            Credit Agreement. A counterpart to the Credit Agreement, dated as of the Closing Date and otherwise in the form satisfactory to
the Company, shall have been duly executed on behalf of the Holders and the administrative agent thereunder.
 

Section 5.3            Other  Deliverables.  Each  Holder  shall  have  complied  with  its  obligations under Article I.
 

Article VI:  Miscellaneous
 

Section 6.1            Entire Agreement. This Agreement and any documents and agreements executed in connection with the Exchange, including the
Credit Agreement, embody the entire agreement and understanding of the parties hereto with respect to the subject matter hereof and supersede all prior and
contemporaneous oral or written agreements, representations, warranties, contracts, correspondence, conversations, memoranda and understandings between
or among the parties or any of their agents, representatives or affiliates relative to such subject matter, including, without limitation, any term sheets, emails
or draft documents, and is not intended to confer upon any person any rights or remedies hereunder other than the parties hereto.
 

Section 6.2            Construction. References in the singular shall include the plural, and vice versa, unless the context otherwise requires. Headings
in this Agreement are for convenience of reference only and shall not limit or otherwise affect the meanings of the provisions hereof. Neither party, nor its
respective counsel, shall be deemed the drafter of this Agreement for purposes of construing the provisions of this Agreement, and all language in all parts of
this Agreement shall be construed in accordance with its fair meaning, and not strictly for or against either party.
 

Section 6.3            Governing Law; Jurisdiction. This Agreement shall in all respects be construed in accordance with and governed by the
substantive laws of the State of New York, without reference to its choice of law rules. All actions or proceedings arising out of or relating to this Agreement
shall be heard and determined exclusively in any federal court of the United States of America sitting in the City of New York, Borough of Manhattan;
provided, however, that if such federal court does not have jurisdiction over such action or proceeding, such action or proceeding shall be heard and
determined exclusively in any state court sitting in the City of New York, Borough of Manhattan. Consistent with the preceding sentence, the parties hereto
hereby (a) submit to the exclusive jurisdiction of any federal or state court sitting in City of New York, Borough of Manhattan, for the purpose of any action
or proceeding arising out of or relating to this Agreement brought by any party hereto and (b) irrevocably waive, and agree not to assert by way of motion,
defense, or otherwise, in any such action or proceeding, any claim
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that it is not subject personally to the jurisdiction of the above-named courts, that its property is exempt or immune from attachment or execution, that the
action or proceeding is brought in an inconvenient forum, that the venue of the action or proceeding is improper, or that this Agreement or the transactions
contemplated by this Agreement may not be enforced in or by any of the above-named courts.
 

Section 6.4            Waiver of Jury Trial. EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED
BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT
OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ON CONTRACT, TORT OR ANY
OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PERSON HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PERSON WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE
THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER
THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.
 

Section 6.5            Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original, but all of which taken
together shall constitute one and the same instrument. Any counterpart or other signature hereon delivered by facsimile shall be deemed for all purposes as
constituting good and valid execution and delivery of this Agreement by such party.
 

[Signature Page Follows]
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IN WITNESS WHEREOF, each of the undersigned has caused this Exchange Agreement to be duly executed and delivered as of the date first above

written.
 

WARREN RESOURCES, INC.
  
   

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Chief Financial Officer

  
  

CLAREN ROAD CREDIT MASTER FUND, LTD.
  
   

By: /s/ Albert Marino
Name: Albert Marino
Title: Director

  
  

CLAREN ROAD CREDIT OPPORTUNITIES MASTER FUND, LTD.
  
   

By: /s/ Albert Marino
Name: Albert Marino
Title: Director
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EXHIBIT A

 
SCHEDULE OF HOLDERS

 

Name and
Address of
Holder Address

DTC
Participant

Participant
or

Custodian
Number

Principal
Amount of

Existing Notes

Accrued
Interest on

Existing
Notes

Principal
Amount of
Converted

Term Loans
Received in

Exchange for
Existing Notes
and Accrued

Interest

Issued
Common

Shares
 

                
Claren Road Credit Master

Fund, Ltd.
c/o Claren Road Asset
Management, LLC
51 Astor Place, 12th Floor
New York, NY 10003

JP Morgan
Clearing Corp

# 352 $ 36,886,000 $ 746,942 $ 24,046,946 2,400,000

                
Claren Road Credit Master

Fund, Ltd.
Goldman,

Sachs & Co.
# 005 $ 1,000,000 $ 20,250

                
Claren Road Credit

Opportunities Master
Fund, Ltd.

c/o Claren Road Asset
Management, LLC
51 Astor Place, 12th Floor
New York, NY 10003

JP Morgan
Clearing Corp

# 352 $ 24,258,000 $ 491,224 $ 16,031,720 1,600,000

                
Claren Road Credit

Opportunities Master
Fund, Ltd.

Goldman,
Sachs & Co.

# 005 $ 1,000,000 $ 20,250

                
Total $ 63,144,000 $ 1,278,666 $ 40,078,666 4,000,000

 



 
EXHIBIT B

 
FORM OF REGISTRATION RIGHTS AGREEMENT

 

 
REGISTRATION RIGHTS AGREEMENT

 
This REGISTRATION RIGHTS AGREEMENT (this “Agreement”) is executed as of the     day of          , 2015 (the “Execution Date”), and is among

Warren Resources, Inc., a Maryland corporation (the “Company”) and the funds listed on the signature pages hereof (the “Funds”). Each of the Funds and
the Company are each referred to as a “Party” and collectively referred to as the “Parties.”
 

WHEREAS, this Agreement is made in connection with the closing of the transactions contemplated by the Exchange Agreement, dated          , 2015
by and among the Funds and the Company (the “Exchange Agreement”), and the issuance of an aggregate of 4,000,000 shares of Common Stock (the
“Stock Consideration”) to the Funds on the Closing Date pursuant to the Exchange Agreement;
 

WHEREAS, the Company has agreed to provide the registration and other rights set forth in this Agreement for the benefit of the Funds; and
 

WHEREAS, it is a condition to the obligations of the Company and the Funds under the Exchange Agreement that this Agreement be executed and
delivered.
 

NOW THEREFORE, in consideration of the mutual covenants and agreements set forth herein and for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged by each Party hereto, the Parties hereby agree as follows:
 

1.                                      Defined Terms. Capitalized terms used in this Agreement and not defined herein shall have the meanings ascribed to such terms in the
Exchange Agreement. As used in this Agreement, the following terms have the meanings indicated:
 

“Affiliate” of any specified Person means any other person which, directly or indirectly, is in control of, is controlled by, or is under common
control with, such specified Person. For purposes of this definition, control of a Person means the power, direct or indirect, to direct or cause the direction of
the management and policies of such Person, whether through ownership of voting securities, by contract or otherwise; and the terms “controlling” and
“controlled” have meanings correlative to the foregoing.
 

“Agreement” has the meaning set forth in the preamble to this Agreement.
 

“Automatic Shelf Registration Statement” means an “automatic shelf registration statement” as defined under Rule 405.
 

“Board” means the board of directors of the Company.
 

“Business Day” means any day other than a Saturday, Sunday, any federal holiday or any day on which banking institutions in the State of New
York are authorized or required by law or governmental action to close.
 

“Citrus Holders” means any holder of Citrus Registrable Securities.
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“Citrus Registrable Securities” means Registrable Securities under (and as such terms are defined in) the Citrus Registration Rights Agreement.
 

“Citrus Registration Rights Agreement” means that certain registration rights agreement, made as of August 11, 2014, by and between the
Company and Citrus Energy Corporation.
 

“Commission” means the Securities and Exchange Commission or any other federal agency then administering the Securities Act or Exchange Act.
 

“Common Stock” means common stock, par value $0.0001 per share, of the Company.
 

“Common Stock Price” means $0.50 per share.
 

“Company” has the meaning set forth in the preamble to this Agreement.
 

“Company Indemnified Persons” has the meaning set forth in Section 5(b).
 

“Company Securities” means any equity interest of any class or series in the Company.
 

“Effective Date” means the time and date that a Registration Statement is first declared effective by the Commission or otherwise becomes effective.
 

“Effectiveness Period” has the meaning set forth in Section 2(a).
 

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regulations of the Commission promulgated thereunder.
 

“Exchange Agreement” has the meaning set forth in the recitals to this Agreement.
 

“Execution Date” has the meaning set forth in the preamble to this Agreement.
 

“Funds” has the meaning set forth in the preamble to this Agreement.
 

“Holder” means (i) each of the Funds until such Fund ceases to hold any Registrable Securities and (ii) any holder of Registrable Securities to whom
registration rights conferred by this Agreement have been transferred in compliance with Section 6(f) hereof; provided that any Person referenced in clause
(ii) shall be a Holder only if such Person agrees in writing to be bound by and subject to the terms set forth in this Agreement.
 

“Holder Indemnified Persons” has the meaning set forth in Section 5(a).
 

“Losses” has the meaning set forth in Section 5(a).
 

“Party” and “Parties” have the meanings set forth in the preamble to this Agreement.
 

“Person” means an individual or group, corporation, partnership, trust, incorporated or unincorporated association, joint venture, limited liability
company, joint stock company, government (or an agency or subdivision thereof) or other entity of any kind.
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“Piggyback Notice” has the meaning set forth in Section 2(b).

 
“Piggyback Registration” has the meaning set forth in Section 2(b).

 
“Piggyback Request” has the meaning set forth in Section 2(b).

 
“Preferred Holders” means any holder of Preferred Registrable Securities.

 
“Preferred Registrable Securities” means Registrable Securities under (and as such terms are defined in) the Preferred Registration Rights

Agreement.
 

“Preferred Registration Rights Agreement” means that certain registration rights agreement, made as of December 12, 2002, by and between the
Company and the holders of the Company’s Preferred Stock.
 

“Preferred Stock” means the Company’s 8% cumulative convertible preferred stock.
 

“Proceeding” means any action, claim, suit, proceeding or investigation (including a preliminary investigation or partial proceeding, such as a
deposition) pending or, to the knowledge of the Company, to be threatened.
 

“Prospectus” means the prospectus included in a Registration Statement (including a prospectus that includes any information previously omitted
from a prospectus filed as part of an effective Registration Statement in reliance upon Rule 430A, Rule 430B or Rule 430C promulgated under the Securities
Act), as amended or supplemented by any prospectus supplement, with respect to the terms of the offering of any portion of the Registrable Securities covered
by a Registration Statement and all other amendments and supplements to the Prospectus, including post-effective amendments, and all material incorporated
by reference or deemed to be incorporated by reference in such Prospectus.
 

“Registrable Securities” means the Shares; provided, however, that any Registrable Security will cease to be a Registrable Security (a) when a
registration statement covering such Registrable Security becomes or has been declared effective by the Commission and such Registrable Security has been
sold or disposed of pursuant to such effective registration statement; (b) when such Registrable Security is eligible to be sold or disposed of (excluding
transfers or assignments by a Holder to an Affiliate) pursuant to Rule 144 (or any successor or similar provision adopted by the Commission then in effect)
under the Securities Act without volume or manner-of-sale restrictions and without the requirement for the Company to be in compliance with the current
public information requirement under Rule 144(c)(1), as set forth in a written opinion letter to such effect, addressed, delivered and reasonably acceptable to
the applicable transfer agent and the holders of such securities; or (c) when such Registrable Security has been sold or disposed of in a private transaction in
which the transferor’s rights under this Agreement are not assigned to the transferee of such securities pursuant to Section 6(f) hereof.
 

“Registration Expenses” has the meaning set forth in Section 4.
 

“Registration Statement” means a registration statement in the form required to register the resale of the Registrable Securities under the Securities
Act and other applicable law, and
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including any Prospectus, amendments and supplements to each such registration statement or Prospectus, including pre-and post-effective amendments, all
exhibits thereto, and all material incorporated by reference or deemed to be incorporated by reference in such registration statement, and includes, for the
avoidance of doubt, the Shelf Registration Statement.
 

“Rule 144” means Rule 144 promulgated by the Commission pursuant to the Securities Act.
 

“Rule 405” means Rule 405 promulgated by the Commission pursuant to the Securities Act.
 

“Rule 415” means Rule 415 promulgated by the Commission pursuant to the Securities Act.
 

“Rule 424” means Rule 424 promulgated by the Commission pursuant to the Securities Act.
 

“Securities Act” means the Securities Act of 1933, as amended, and the rules and regulations of the Commission promulgated thereunder.
 

“Selling Expenses” means all underwriting discounts, selling commissions and stock transfer taxes applicable to the sale of Registrable Securities
and fees and disbursements of counsel for any Holder.
 

“Shares” means the Stock Consideration and any other equity interests of the Company or equity interests in any successor of the Company issued
in respect of such Stock Consideration by reason of or in connection with any stock dividend, stock split, combination, reorganization, recapitalization,
conversion to another type of entity or similar event involving a change in the capital structure of the Company.
 

“Stock Consideration” has the meaning set forth in the recitals to this Agreement.
 

“Suspension Notice” has the meaning set forth in Section 6(b).
 

“Suspension Period” has the meaning set forth in Section 6(b).
 

“Trading Market” means the principal national securities exchange on which Registrable Securities are listed.
 

“VWAP” means, as of a specified date and in respect of Registrable Securities, the volume weighted average price for such security on the Trading
Market with respect to the Registrable Securities for the five (5) trading days immediately preceding, but excluding, such date.
 

“WKSI” means a “well known seasoned issuer” as defined under Rule 405.
 

Unless the context requires otherwise: (a) any pronoun used in this Agreement shall include the corresponding masculine, feminine or neuter forms;
(b) references to Sections refer
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to Sections of this Agreement; (c) the terms “include”, “includes”, “including” or words of like import shall be deemed to be followed by the words “without
limitation”; (d) the terms “hereof”, “herein” or “hereunder” refer to this Agreement as a whole and not to any particular provision of this Agreement;
(e) unless the context otherwise requires, the term “or” is not exclusive and shall have the inclusive meaning of “and/or”; (f) defined terms herein will apply
equally to both the singular and plural forms and derivative forms of defined terms will have correlative meanings; (g) references to any law or statute shall
include all rules and regulations promulgated thereunder, and references to any law or statute shall be construed as including any legal and statutory
provisions consolidating, amending, succeeding or replacing the applicable law or statute; (h) references to any Person include such Person’s successors and
permitted assigns; and (i) references to “days” are to calendar days unless otherwise indicated.
 

2.                                      Registration.
 

(a)                                 Shelf Registration.
 

(i)                                     No later than 30 days following the Closing Date, the Company shall use its reasonable best efforts to prepare and file a
registration statement under the Securities Act to permit the public resale of all Registrable Securities from time to time as permitted by Rule 415 (or any
successor or similar provision adopted by the Commission then in effect) under the Securities Act, on the terms and conditions specified in this Section 2(a)
(i) (a “Shelf Registration Statement”). The Shelf Registration Statement filed with the Commission pursuant to this Section 2(a)(i) shall be on Form S-3 (or
such successor form thereto permitting shelf registration of securities under the Securities Act), and if the Company becomes a WKSI, the Shelf Registration
Statement shall be effected pursuant to an Automatic Shelf Registration Statement, which shall be on Form S-3 or any equivalent or successor form under the
Securities Act (if available to the Company), covering the Registrable Securities, which shall contain a prospectus in such form as to permit any Holder to sell
its Registrable Securities pursuant to Rule 415 (or any successor or similar rule adopted by the Commission then in effect) under the Securities Act at any
time beginning on the effective date thereof. The Company shall use its reasonable best efforts to cause the Shelf Registration Statement filed pursuant to this
Section 2(a)(i) to become or be declared effective 90 days after the Closing Date. The Shelf Registration Statement shall provide for the resale pursuant to any
method or combination of methods legally available to, and requested by, the Holders of Registrable Securities covered by such Shelf Registration
Statement. During the Effectiveness Period, the Company shall use its reasonable best efforts to cause such Shelf Registration Statement filed pursuant to this
Section 2(a)(i) to remain effective, and to be supplemented and amended to the extent necessary to ensure that such Shelf Registration Statement is available
or, if not available, that another registration statement is available for the resale of the Registrable Securities until all Registrable Securities have ceased to be
Registrable Securities (the “Effectiveness Period”). The Shelf Registration Statement when effective (including the documents incorporated therein by
reference) will comply as to form in all material respects with all applicable requirements of the Securities Act and the Exchange Act and will not contain an
untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements therein not misleading (in
the case of any prospectus contained in such Shelf Registration Statement, in the light of the circumstances under which a statement is made). As soon as
practicable following the date that the Shelf Registration Statement becomes effective, but in any event within two (2)
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Business Days of such date, the Company shall provide the Holders with written notice of the effectiveness of the Shelf Registration Statement.
 

(ii)                                  In the event a Holder transfers Registrable Securities included on the Shelf Registration Statement and such Registrable
Securities remain Registrable Securities following such transfer, at the request of such Holder, the Company shall amend or supplement such Shelf
Registration Statement as may be necessary in order to enable such transferee to offer and sell such Registrable Securities pursuant to such Shelf Registration
Statement; provided that in no event shall the Company be required to file a post-effective amendment to the Shelf Registration Statement unless (A) such
Shelf Registration Statement includes only Registrable Securities held by the Holder, Affiliates of the Holder or transferees of the Holder or (B) the Company
has received written consent therefor from whom Registrable Securities have been registered on (but not yet sold under) such Shelf Registration Statement,
other than the Holder, Affiliates of the Holder or transferees of the Holder.
 

(b)                                 Piggyback Registration.
 

(i)                                     So long as a Holder has Registrable Securities, if the Company shall at any time propose to conduct a public offering of
Common Stock for cash (whether in connection with a public offering of Common Stock by the Company, a public offering of Common Stock by
stockholders, or both, but excluding an offering relating solely to an employee benefit plan, an offering relating to a transaction on Form S-4 or S-8 or an
offering on any registration statement form that does not permit secondary sales), the Company shall promptly notify all Holders of such proposal reasonably
in advance of (and in any event at least five Business Days before) the commencement of the offering (the “Piggyback Notice”). The Piggyback Notice shall
offer to each Holder holding at least $1.25 million of Registrable Securities based on the VWAP of such Registrable Securities on the date of such Piggyback
Notice the opportunity to include for registration in such Registration Statement the number of Registrable Securities as they may request (a “Piggyback
Registration”). The Company shall use commercially reasonable efforts to include in each such Piggyback Registration such Registrable Securities for which
the Company has received a written request from a Holder within three Business Days after delivery of the Piggyback Notice to such Holder (“Piggyback
Request”) for inclusion therein. If a Holder decides not to include all of its Registrable Securities in any Registration Statement thereafter filed by the
Company, such Holder shall nevertheless continue to have the right to include any Registrable Securities in any subsequent registration statement or
registration statements as may be filed by the Company with respect to offerings of Common Stock, all upon the terms and conditions set forth herein.
 

(ii)                                  If the Registration Statement under which the Company gives notice under this Section 2(b) is for an underwritten
offering, the Company shall so advise the Holders of Registrable Securities. In such event, the right of any such Holder to be included in a registration
pursuant to this Section 2(b) shall be conditioned upon such Holder’s participation in such underwriting and the inclusion of such Holder’s Registrable
Securities in the underwriting to the extent provided herein. All Holders proposing to distribute their Registrable Securities through such underwriting shall
enter into an underwriting agreement in customary form with the underwriter or underwriters selected for such underwriting by the Company. If the managing
underwriter or managing underwriters of such offering advise the Company and the Holders in
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writing that in their reasonable opinion that the inclusion of all of the Holders’ Registrable Securities in the subject Registration Statement (or any other
Common Stock proposed to be included in such offering) would likely have an adverse effect in any material respect on the price, timing or distribution of
Common Stock proposed to be included in such offering, the Company shall include in such offering only that number of shares of Common Stock proposed
to be included in such offering that, in the reasonable opinion of the managing underwriter or managing underwriters, will not have such effect, with such
number to be allocated as follows:
 

(A)                               If such registration statement is filed other than pursuant to a demand registration initiated by the Preferred Holders
pursuant to the terms of the Preferred Registration Rights Agreement, (i) first, to the Company, (ii) if there remains availability for additional shares of
Common Stock to be included in such registration, second pro rata among the Preferred Holders desiring to register Preferred Registrable Securities based on
the number of Preferred Registrable Securities held by all such Preferred Holders, (iii) if there remains availability for additional shares of Common Stock to
be included in such registration, third pro rata among the Citrus Holders desiring to register Citrus Registrable Securities based on the number of Citrus
Registrable Securities held by all such Citrus Holders, (iv) if there remains availability for additional shares of Common Stock to be included in such
registration, fourth pro rata among all Holders desiring to register Registrable Securities based on the number of Registrable Securities held by all such
Holders and (v) if there remains availability for additional shares of Common Stock to be included in such registration, fifth pro-rata among all other holders
of Common Stock who may be seeking to register such Common Stock based on the number of shares of Common Stock such holder is entitled to include in
such registration.
 

(B)                               If such registration statement is filed pursuant to a demand registration initiated by the Preferred Holders pursuant to the
terms of the Preferred Registration Rights Agreement, (i) first, to the Preferred Holders, (ii) if there remains availability for additional shares of Common Stock
to be included in such registration, second pro rata to the Citrus Holders desiring to register Citrus Registrable Securities based on the number of Citrus
Registrable Securities held by all such Citrus Holders, (iii) if there remains availability for additional shares of Common Stock to be included in such
registration, third pro rata to the Holders desiring to register Registrable Securities based on the number of Registrable Securities held by all such Holders,
and (iv) if there remains availability for additional shares of Common Stock to be included in such registration, fourth pro-rata among all other holders of
Common Stock who may be seeking to register such Common Stock based on the number of shares of Common Stock such holder is entitled to include in
such registration.
 
If any Holder disapproves of the terms of any such underwriting, such Holder may elect to withdraw therefrom by written notice to the Company and the
managing underwriter(s) delivered on or prior to the time of the commencement of such offering. Any Registrable Securities withdrawn from such
underwriting shall be excluded and withdrawn from the registration.
 

(iii)                               The Company shall have the right to terminate or withdraw any registration initiated by it under this Section 2(b) at any
time in its sole discretion whether or not any Holder has elected to include Registrable Securities in such Registration Statement. Unless otherwise agreed to
by a Holder with the Company, any Holder that has elected to include Registrable Securities in a Piggyback Registration shall have the right to withdraw
such Holder’s
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request for inclusion of such Holder’s Registrable Securities in such offering by giving written notice to the Company of such withdrawal at or prior to the
time of pricing of such offering. The registration expenses of such withdrawn registration shall be borne by the Company in accordance with Section 4 hereof.
 

(iv)                              The rights of the Holders under this Section 2(b) shall terminate upon such Holder (together with its Affiliates) ceasing to
hold at least $1.25 million of Registrable Securities based on the Common Stock Price.
 

3.                                      Registration Procedures.
 

The procedures to be followed by the Company and each Holder electing to sell Registrable Securities in a Registration Statement pursuant to this
Agreement, and the respective rights and obligations of the Company and such Holders, with respect to the preparation, filing and effectiveness of such
Registration Statement, are as follows:
 

(a)                                 In connection with the Shelf Registration Statement, the Company will at least five Business Days prior to the anticipated filing of
the Shelf Registration Statement and any related Prospectus or any amendment or supplement thereto (other than, after effectiveness of the Shelf Registration
Statement, any filing made under the Exchange Act that is incorporated by reference into the Registration Statement), (i) furnish to such Holders copies of all
such documents prior to filing and (ii) use commercially reasonable efforts to address in each such document when so filed with the Commission such
comments as such Holders reasonably shall propose prior to the filing thereof.
 

(b)                                 In connection with a Piggyback Registration, the Company will at least five days prior to the anticipated filing of the initial
Registration Statement that identifies the Holders and any related Prospectus or any amendment or supplement thereto (other than amendments and
supplements that do not materially alter the previous disclosure or do nothing more than name Holders and provide information with respect thereto),
(i) furnish to such Holders copies of all Registration Statements that identify the Holders and any related Prospectus or any amendment or supplement thereto
(other than amendments and supplements that do not materially alter the previous disclosure or do nothing more than name Holders and provide information
with respect thereto) prior to filing and (ii) use commercially reasonable efforts to address in each such document when so filed with the Commission such
comments as such Holders reasonably shall propose prior to the filing thereof.
 

(c)                                  The Company will use commercially reasonable efforts to as promptly as reasonably practicable (i) prepare and file with the
Commission such amendments, including post-effective amendments, and supplements to each Registration Statement and the Prospectus used in connection
therewith as may be necessary under applicable law to keep such Registration Statement continuously effective with respect to the disposition of all
Registrable Securities covered thereby for its Effectiveness Period and, subject to the limitations contained in this Agreement, prepare and file with the
Commission such additional Registration Statements in order to register for resale under the Securities Act all of the Registrable Securities held by the
Holders; (ii) cause the related Prospectus to be amended or supplemented by any required prospectus supplement, and as so supplemented or amended to be
filed pursuant to Rule 424; and
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(iii) respond to any comments received from the Commission with respect to each Registration Statement or any amendment thereto and, as promptly as
reasonably practicable provide such Holders true and complete copies of all correspondence from and to the Commission relating to such Registration
Statement that pertains to such Holders as selling Holders but not any comments that would result in the disclosure to such Holders of material and non-
public information concerning the Company.
 

(d)                                 The Company will comply in all material respects with the provisions of the Securities Act and the Exchange Act with respect to
the Registration Statements and the disposition of all Registrable Securities covered by each Registration Statement.
 

(e)                                  The Company will notify such Holders who are included in a Registration Statement as promptly as reasonably practicable:
(i) (A) when a Prospectus or any prospectus supplement or post-effective amendment to a Registration Statement in which such Holder is included has been
filed; (B) when the Commission notifies the Company whether there will be a “review” of such Registration Statement and whenever the Commission
comments in writing on such Registration Statement (in which case the Company shall provide true and complete copies thereof and all written responses
thereto to each of such Holders that pertain to such Holders as selling Holders); and (C) with respect to each such Registration Statement or any post-effective
amendment thereto, when the same has been declared effective; (ii) of any request by the Commission or any other federal or state governmental authority for
amendments or supplements to such Registration Statement or Prospectus or for additional information that pertains to such Holders as sellers of Registrable
Securities; (iii) of the issuance by the Commission of any stop order suspending the effectiveness of such Registration Statement covering any or all of the
Registrable Securities or the initiation of any Proceedings for that purpose; (iv) of the receipt by the Company of any notification with respect to the
suspension of the qualification or exemption from qualification of any of the Registrable Securities for sale in any jurisdiction, or the initiation or threatening
of any Proceeding for such purpose; and (v) of the occurrence of any event or passage of time that makes any statement made in such Registration Statement
or Prospectus or any document incorporated or deemed to be incorporated therein by reference untrue in any material respect or that requires any revisions to
such Registration Statement, Prospectus or other documents so that, in the case of such Registration Statement or the Prospectus, as the case may be, it will
not contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary to make the statements therein,
in the light of the circumstances under which they were made, not misleading (provided, however, that no notice by the Company shall be required pursuant
to this clause (v) in the event that the Company either promptly files a prospectus supplement to update the Prospectus or a Form 8-K or other appropriate
Exchange Act report that is incorporated by reference into the Registration Statement, which in either case, contains the requisite information that results in
such Registration Statement no longer containing any untrue statement of material fact or omitting to state a material fact necessary to make the statements
therein, in the light of the circumstances under which they were made, not misleading).
 

(f)                                   The Company will use commercially reasonable efforts to avoid the issuance of, or, if issued, obtain the withdrawal of (i) any order
suspending the effectiveness of a Registration Statement, or any suspension of the qualification (or exemption from qualification) of any of the Registrable
Securities for sale in any jurisdiction, as promptly as reasonably
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practicable, or if any such order or suspension is made effective during any Suspension Period, as promptly as reasonably practicable after such Suspension
Period is over.
 

(g)                                  During the Effectiveness Period, the Company will furnish to each such Holder, without charge, at least one conformed copy of
each Registration Statement and each amendment thereto and all exhibits to the extent requested by such Holder (including those incorporated by reference)
promptly after the filing of such documents with the Commission; provided, that the Company will not have any obligation to provide any document
pursuant to this clause that is available on the Commission’s EDGAR system.
 

(h)                                 The Company will promptly deliver to each Holder, without charge, as many copies of each Prospectus or Prospectuses (including
each form of prospectus) authorized by the Company for use and each amendment or supplement thereto as such Holder may reasonably request during the
Effectiveness Period. Subject to the terms of this Agreement, the Company consents to the use of such Prospectus and each amendment or supplement thereto
by each of the selling Holders in connection with the offering and sale of the Registrable Securities covered by such Prospectus and any amendment or
supplement thereto.
 

(i)                                     Unless any Registrable Securities shall be in book-entry form only, the Company will cooperate with such Holders to facilitate the
timely preparation and delivery of certificates representing Registrable Securities to be delivered to a transferee pursuant to a Registration Statement, which
certificates shall be free of all restrictive legends indicating that the Registrable Securities are unregistered or unqualified for resale under the Securities Act,
Exchange Act or other applicable securities laws, and to enable such Registrable Securities to be in such denominations and registered in such names as any
such Holder may request in writing.
 

(j)                                    Upon the occurrence of any event contemplated by Section 3(e)(v), subject to this Section 3(j), as promptly as reasonably
practicable, the Company will prepare a supplement or amendment, including a post-effective amendment, if required by applicable law, to the affected
Registration Statement or a supplement to the related Prospectus or any document incorporated or deemed to be incorporated therein by reference, and file
any other required document so that, as thereafter delivered, no Registration Statement nor any Prospectus will contain an untrue statement of a material fact
or omit to state a material fact required to be stated therein or necessary to make the statements therein, in the light of the circumstances under which they
were made, not misleading.
 

(k)                                 The Company will use its reasonable best efforts to cause the Registrable Securities to be listed on the principal national securities
exchange on which the Common Stock is then listed or, if the Common Stock is not then listed, on another national securities exchange selected by the
Company in its sole discretion, subject to the Company meeting the listing requirements of such exchange.
 

4.                                      Registration Expenses. All reasonable Registration Expenses, as determined in good faith by the Company, incident to the Parties’
performance of or compliance with their respective obligations under this Agreement (excluding any Selling Expenses) shall be borne by the Company,
whether or not any Registrable Securities are sold pursuant to a Registration Statement. “Registration Expenses” shall include, without limitation, (i) all
registration and
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filing fees (including fees and expenses (A) with respect to filings required to be made with the Trading Market and (B) in compliance with applicable state
securities or “Blue Sky” laws or fees of the Financial Industry Regulatory Authority, Inc.), (ii) printing expenses (including expenses of printing certificates
for Company Securities and of printing prospectuses if the printing of prospectuses is reasonably requested by a Holder of Registrable Securities included in
the Registration Statement), (iii) messenger, telephone and delivery expenses, (iv) fees and disbursements of counsel, auditors, independent engineers and
accountants for the Company, including the expenses of any special audits or “cold comfort” letters required by or incident to such performance and
compliance, (v) fees and expenses of all other Persons retained by the Company in connection with the consummation of the transactions contemplated by
this Agreement, including, but not limited to, fees of transfer agents and registrars, and (vi) all expenses relating to marketing the sale of the Registrable
Securities, including expenses related to conducting a “road show.” In addition, the Company shall be responsible for all of its expenses incurred in
connection with the consummation of the transactions contemplated by this Agreement (including expenses payable to third parties and including all
salaries and expenses of their officers and employees performing legal or accounting duties), the expense of any annual audit and the fees and expenses
incurred in connection with the listing of the Registrable Securities on the Trading Market. Notwithstanding the foregoing, the Company shall not be
responsible for the legal fees incurred by Holders in connection with the exercise of such Holders’ rights hereunder, and each Selling Holder shall pay its pro
rata share of all Selling Expenses in connection with any sale of its Registrable Securities hereunder.
 

5.                                      Indemnification.
 

(a)                                 The Company shall indemnify and hold harmless each Holder, its officers and directors and any Person who controls any such
Holder (within the meaning of the Securities Act) and any agent thereof (collectively, the “Holder Indemnified Persons”), to the fullest extent permitted by
applicable law, from and against any and all losses, claims, damages, liabilities, joint or several, costs (including reasonable costs of preparation and
reasonable attorneys’ fees) and expenses, judgments, fines, penalties, interest, settlements or other amounts arising from any and all claims, demands, actions,
suits or proceedings, whether civil, criminal, administrative or investigative, in which any Indemnified Person may be involved, or is threatened to be
involved, as a party or otherwise, under the Securities Act or otherwise (collectively, “Losses”), as incurred, arising out of or relating to any untrue or alleged
untrue statement of a material fact contained in (which, for the avoidance of doubt, includes documents incorporated by reference in) any Registration
Statement under which any Registrable Securities were registered, in any preliminary prospectus (if the Company authorized the use of such preliminary
prospectus prior to the Effective Date), or in any summary or final prospectus or free writing prospectus (if such free writing prospectus was authorized for use
by the Company) or in any amendment or supplement thereto (if used during the period the Company is required to keep the Registration Statement current),
or arising out of, based upon or resulting from the omission or alleged omission to state therein a material fact required to be stated therein or necessary to
make the statements made therein, in the light of the circumstances in which they were made, not misleading; provided, however, that the Company shall not
be liable to any Holder Indemnified Person to the extent that any such claim arises out of, is based upon or results from an untrue or alleged untrue statement
or omission or alleged omission made in such Registration Statement, such preliminary, summary or final prospectus or free writing prospectus
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or such amendment or supplement, in reliance upon and in conformity with written information furnished to the Company by or on behalf of such Holder
Indemnified Person or any underwriter specifically for use in the preparation thereof. The Company shall notify the Holders promptly of the institution, threat
or assertion of any Proceeding of which the Company is aware in connection with the transactions contemplated by this Agreement. Notwithstanding
anything to the contrary herein, this Section 5 shall survive any termination or expiration of this Agreement indefinitely.
 

(b)                                 In connection with any Registration Statement in which a Holder participates, such Holder shall indemnify and hold harmless the
Company, its Affiliates and each of their respective officers, directors and any Person who controls the Company (within the meaning of the Securities Act)
and any agent thereof (collectively, the “Company Indemnified Persons”), to the fullest extent permitted by applicable law, from and against any and all
Losses as incurred, arising out of or relating to any untrue or alleged untrue statement of a material fact contained in any such Registration Statement, in any
preliminary prospectus (if used prior to the Effective Date of such Registration Statement), or in any summary or final prospectus or free writing prospectus or
in any amendment or supplement thereto (if used during the period the Company is required to keep the Registration Statement current), or arising out of,
based upon or resulting from the omission or alleged omission to state therein a material fact required to be stated therein or necessary to make the statements
made therein, in the light of the circumstances in which they were made, not misleading, but only to the extent that the same are made in reliance and in
conformity with information relating to the Holder furnished in writing to the Company by such Holder specifically for use therein; provided, however, that
the liability of each such Holder shall not be greater in amount than the dollar amount of the proceeds (net of any Selling Expenses) received by such Holder
from the sale of the Registrable Securities giving rise to such indemnification.
 

(c)                                  Any Person entitled to indemnification hereunder shall (i) give prompt written notice to the indemnifying party of any claim with
respect to which it seeks indemnification (provided that the failure to give prompt notice shall not impair any Person’s right to indemnification hereunder to
the extent such failure has not prejudiced the indemnifying party) and (ii) unless in such indemnified party’s reasonable judgment a conflict of interest
between such indemnified and indemnifying parties may exist with respect to such claim, permit such indemnifying party to assume the defense of such
claim with counsel reasonably satisfactory to the indemnified party. If such defense is assumed, the indemnifying party shall not be subject to any liability
for any settlement made by the indemnified party without its consent (but such consent shall not be unreasonably withheld). An indemnifying party who is
not entitled to, or elects not to, assume the defense of a claim shall not be obligated to pay the fees and expenses of more than one counsel for all parties
indemnified by such indemnifying party with respect to such claim, unless in the reasonable judgment of any indemnified party a conflict of interest may
exist between such indemnified party and any other of such indemnified parties with respect to such claim. Failure to give prompt written notice shall not
release the indemnifying party from its obligations hereunder.
 

(d)                                 If the indemnification provided for in this Section 5 is held by a court or government agency of competent jurisdiction to be
unavailable to any indemnified party or is insufficient to hold them harmless in respect of any Losses, then each such indemnifying party,
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in lieu of indemnifying such indemnified party, shall contribute to the amount paid or payable by such indemnified party as a result of such Loss in such
proportion as is appropriate to reflect the relative fault of the indemnifying party on the one hand and of such indemnified party on the other in connection
with the statements or omissions that resulted in such Losses, as well as any other relevant equitable considerations; provided, however, that in no event shall
such Holder be required to contribute an aggregate amount in excess of the dollar amount of proceeds (net of Selling Expenses) received by such Holder from
the sale of Registrable Securities giving rise to such indemnification. The relative fault of the indemnifying party on the one hand and the indemnified party
on the other shall be determined by reference to, among other things, whether the untrue or alleged untrue statement of a material fact or the omission or
alleged omission to state a material fact has been made by, or relates to, information supplied by such party, and the parties’ relative intent, knowledge,
access to information and opportunity to correct or prevent such statement or omission. The parties hereto agree that it would not be just and equitable if
contributions pursuant to this paragraph were to be determined by pro rata allocation or by any other method of allocation that does not take account of the
equitable considerations referred to herein. The amount paid by an indemnified party as a result of the Losses referred to in the first sentence of this paragraph
shall be deemed to include any legal and other expenses reasonably incurred by such indemnified party in connection with investigating, defending or
resolving any Loss that is the subject of this paragraph. No person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the
Securities Act) shall be entitled to contribution from any Person who is not guilty of such fraudulent misrepresentation.
 

(e)                                  Other Indemnification. The provisions of this Section 5 shall be in addition to any other rights to indemnification or contribution
that an indemnified party may have pursuant to law, equity, contract or otherwise.
 

6.                                    Miscellaneous.
 

(a)                                 Remedies. Any Person having rights under any provision of this Agreement shall be entitled to enforce such rights specifically to
recover damages caused by reason of any breach of any provision of this Agreement and to exercise all other rights granted by law. The parties hereto agree
and acknowledge that money damages may not be an adequate remedy for any breach of the provisions of this Agreement and that any party may in its sole
discretion apply to any court of law or equity of competent jurisdiction (without posting any bond or other security) for specific performance and for other
injunctive relief in order to enforce or prevent violation of the provisions of this Agreement.
 

(b)                                 Discontinued Disposition. Each Holder agrees that, upon receipt of a notice from the Company of the occurrence of any event of
the kind described in clauses (ii) through (v) of Section 3(e) (a “Suspension Notice”), such Holder will forthwith discontinue disposition of such Registrable
Securities under the Registration Statement until such Holder’s receipt of the copies of the supplemental Prospectus or amended Registration Statement as
contemplated by Section 3(j) or until it is advised in writing by the Company that the use of the applicable Prospectus may be resumed, and, in either case,
has received copies of any additional or supplemental filings that are incorporated or deemed to be incorporated by reference in such Prospectus or
Registration Statement (a “Suspension Period”). The Company may provide appropriate stop orders to enforce the provisions of this Section 6(b).
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(c)                                  Recapitalization, Exchanges, Etc. Affecting the Shares. The provisions of this Agreement shall apply to the full extent set forth

herein with respect to any and all securities of the Company or any successor or assign of the Company (whether by merger, consolidation, sale of assets or
otherwise) that may be issued in respect of, in exchange for or in substitution of, the Registrable Securities, and shall be appropriately adjusted for
combinations, splits, recapitalizations, pro rata distributions of securities and the like occurring after the date of this Agreement
 

(d)                                 Rule 144 Reporting. With a view to making available the benefits of certain rules and regulations of the Commission that may
permit the sale of the Registrable Securities to the public without registration, the Company agrees to:
 

(i)                                     make and keep public information regarding the Company available, as those terms are understood and defined in Rule 144 (or
any successor or similar provision adopted by the Commission then in effect) under the Securities Act, at all times from and after the date hereof;

 
(ii)                                  use its reasonable best efforts to file with the Commission in a timely manner all reports and other documents required of the

Company under the Securities Act and the Exchange Act at all times from and after the date hereof; and
 

(iii)                               so long as a Holder owns any Registrable Securities, furnish, unless otherwise available electronically at no additional charge via
the Commission’s EDGAR system, to such Holder forthwith upon request a copy of the most recent annual or quarterly report of the Company, and
such other reports and documents as such Holder may reasonably request in availing itself of any rule or regulation of the Commission allowing
such Holder to sell any such securities without registration.

 
(e)                                  Amendments and Waivers. Except as otherwise provided herein, the provisions of this Agreement may be amended or waived only

upon the prior written consent of the Company and the Holders of at least a majority of the outstanding Registrable Securities as of the date of such
amendment or waiver. No waiver of any default with respect to any provision, condition or requirement of this Agreement shall be deemed to be a continuing
waiver in the future or a waiver of any subsequent default or a waiver of any other provision, condition or requirement hereof, nor shall any delay or omission
of any Party to exercise any right hereunder in any manner impair the exercise of any such right.
 

(f)                                   Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the Parties hereto and their heirs,
executors, administrators, successors, legal representatives and permitted assigns. Except as provided in this Section 6(f), this Agreement, and any rights or
obligations hereunder, may not be assigned without the prior written consent of the Company and the Holders. Notwithstanding anything in the foregoing to
the contrary, the rights of a Holder pursuant to this Agreement with respect to all or any portion of its Registrable Securities may be assigned without such
consent (but only with all related obligations) with respect to such Registrable Securities (and any Registrable Securities issued as a dividend or other
distribution with respect to, in exchange for or in replacement of such Registrable Securities) by such Holder to a transferee of such Registrable Securities;
provided (i) the
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Company is, within a reasonable time after such transfer, furnished with written notice of the name and address of such transferee or assignee and the
Registrable Securities with respect to which such registration rights are being assigned and (ii) such transferee or assignee agrees in writing to be bound by
and subject to the terms set forth in this Agreement. The Company may not assign its rights or obligations hereunder without the prior written consent of the
Funds (to the extent such Fund(s) is currently a Holder).
 

(g)                                  Severability. If any term, provision, covenant or restriction of this Agreement is held by a court of competent jurisdiction to be
invalid, illegal, void or unenforceable, the remainder of the terms, provisions, covenants and restrictions set forth herein shall remain in full force and effect
and shall in no way be affected, impaired or invalidated, and the Parties shall use their reasonable efforts to find and employ an alternative means to achieve
the same or substantially the same result as that contemplated by such term, provision, covenant or restriction. It is hereby stipulated and declared to be the
intention of the Parties that they would have executed the remaining terms, provisions, covenants and restrictions without including any of such that may be
hereafter declared invalid, illegal, void or unenforceable.
 

(h)                                 Counterparts. This Agreement may be executed simultaneously in two or more counterparts, any one of which need not contain
the signatures of more than one party, but all such counterparts taken together shall constitute one and the same Agreement.
 

(i)                                     Descriptive Headings. The descriptive headings of this Agreement are inserted for convenience only and do not constitute a part
of this Agreement.
 

(j)                                    Limitation on Subsequent Registration Rights. From and after the date hereof, the Company shall not, without the prior written
consent of the Holders of at least a majority of the then outstanding Registrable Securities, enter into any agreement with any current or future holder of any
securities of the Company that would allow such current or future holder to require the Company to include securities in any registration statement filed by
the Company on a basis other than expressly subordinate to the rights of, the Holders of Registrable Securities hereunder.
 

(k)                                 Governing Law; Consent to Jurisdiction; Waiver of Jury Trial. This Agreement shall be governed by, and construed in accordance
with, the internal laws of the State of New York, without reference to the choice of law provisions thereof. Each of the Parties irrevocably submits to the
exclusive jurisdiction of the courts of the State of New York located in the Borough of Manhattan in the City of New York and the United States District
Court for the Southern District of New York for the purpose of any suit, action, proceeding or judgment relating to or arising out of this Agreement and the
transactions contemplated hereby. Service of process in connection with any such suit, action or proceeding may be served on each Party anywhere in the
world by the same methods as are specified for the giving of notices under this Agreement. Each of the Parties irrevocably waives any objection to the laying
of venue of any such suit, action or proceeding brought in such courts and irrevocably waives any claim that any such suit, action or proceeding brought in
any such court has been brought in an inconvenient forum. EACH OF THE PARTIES HEREBY WAIVES ANY RIGHT TO REQUEST A TRIAL BY JURY IN
ANY LITIGATION WITH RESPECT TO THIS AGREEMENT AND
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REPRESENTS THAT COUNSEL HAS BEEN CONSULTED SPECIFICALLY AS TO THIS WAIVER.
 

(l)                                     Notices. All notices and communications required or permitted to be given hereunder shall be in writing and shall be delivered
personally, or sent by bonded overnight courier, or mailed by U.S. Express Mail or by certified or registered United States Mail with all postage fully prepaid,
or sent by electronic mail (“email”) transmission (provided that a receipt of such email is requested and received), addressed to the appropriate Party at the
address for such Party shown below or at such other address as such Party shall have theretofore designated by written notice delivered to the Party giving
such notice:
 
If to the Company: Warren Resources, Inc. 34  Floor

1114 Avenue Of The Americas
New York, New York 10036
Attention: Saema Somalya, General 
Counsel
Email: ssomalya@warrenresources.com

   
If to the Funds: Claren Road Asset Management LLC

51 Astor Place, 12  Floor
New York, NY 10003
Phone: 212-888-1433
Attention: Albert Marino
Email: marino@clarenroad.com

clarenmo@clarenroad.com
Kozinn@clarenroad.com

   
If to any other Person who is then a registered Holder: To the address of such Holder as it appears in the applicable register for the

Registrable Securities or such other address as may be designated in writing
hereafter, in the same manner, by such Person.

 
(m)                             Legend Removal. Certificates (or electronic versions thereof to the extent the Shares are held in book-entry form) evidencing the

Shares shall not contain any legend: (i) following any sale of the Shares pursuant to Rule 144 or any resale of the Shares pursuant to a registration statement
(including the Registration Statement), (ii) following the six-month anniversary of the Closing Date if the Shares are eligible for sale under Rule 144 without
volume or manner-of-sale restrictions and as of such date the Company is in compliance with the current public information required under Rule 144 as to the
Shares, or (iii) if such legend is not required under applicable requirements of the Securities Act (including judicial interpretations and pronouncements
issued by the staff of the Commission) (each such event being a “Legend Removal Qualification Event”). Upon request, the Company shall cause its counsel
to issue a legal opinion to the Transfer Agent, if required by the Transfer Agent, promptly after a Legend Removal Qualification Event and the delivery to the
Company or the Company’s counsel of any reasonable certifications requested by the Company or the Company’s counsel in connection
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with the issuance of such opinion to effect the removal of the legend hereunder with respect to any qualifying Shares. Following an applicable Legend
Removal Qualification Event, the Company will no later than three (3) trading days following the delivery by a Holder to the Company or the Transfer Agent
(with notice to the Company) of a legended certificate representing the Shares (endorsed or with stock powers attached, signatures guaranteed, and otherwise
in form necessary to affect the reissuance and/or transfer) or an electronic version thereof (to the extent the Shares are held in book-entry form) and any
reasonable certifications from the Holder requested by the Company or the Company’s counsel in order to effectuate a legend removal, deliver or cause to be
delivered to such Holder a certificate representing such Shares that is free from all restrictive and other legends (or to the extent the Shares are held in book-
entry form, effect the removal of restrictive and other legends on such Shares held by the Depository Trust Company). In addition, promptly upon request of a
Holder, the Company shall cause its counsel to promptly, but in no event later than two (2) trading days after such request and the delivery to the Company
or the Company’s counsel of any reasonable certifications requested by the Company or the Company’s counsel, issue a legal opinion to the Transfer Agent
at any time after the six month anniversary of the Closing Date if required by the Transfer Agent to transfer any of the Shares, which legal opinion shall
provide that a Holder may transfer any of the Shares free of restriction during the 10 trading days following the date of such legal opinion and that the
transferee thereof shall receive the Shares free from all restrictive and other legends. The Company may not make any notation on its records or give
instructions to the Transfer Agent that enlarge the restrictions on transfer set forth in this Agreement. Certificates for Shares subject to legend removal
hereunder shall be transmitted by the Transfer Agent to the Holder by crediting the account of the Holder’s prime broker with the Depository Trust Company
System as directed by such Holder if the Company is then a participant in such system.
 

(n)                                 Entire Agreement. This Agreement constitutes the entire agreement among the Parties with respect to the subject matter hereof and
supersedes all prior contracts or agreements with respect to the subject matter hereof and the matters addressed or governed hereby, whether oral or written.
 

[Remainder of page intentionally left blank. Signature page follows.]
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IN WITNESS WHEREOF, the Parties have executed this Agreement as of the date first written above.

 
CLAREN ROAD CREDIT MASTER FUND, LTD.

  
  

By:
Name:
Title:

  
CLAREN ROAD CREDIT OPPORTUNITIES 
MASTER FUND, LTD.

  
  

By:
Name:
Title:

  
 

[SIGNATURE PAGE TO REGISTRATION RIGHTS AGREEMENT]
 



 
IN WITNESS WHEREOF, the Parties have executed this Agreement as of the date first written above.

 
WARREN RESOURCES, INC.

  
  

By:
Name: Lance Peterson
Title: Interim Chief Executive Officer
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This SECURITY AGREEMENT, dated as of October 22, 2015, is made by WARREN RESOURCES, INC., a Maryland corporation (the

“Borrower”), and each of the other signatories party hereto as of the date hereof other than the Administrative Agent (together with any other entity that
becomes a party hereto from time to time after the date hereof to Section 9.14 below, the “Grantors”) in favor of CORTLAND PRODUCTS CORP., a
Delaware corporation, as administrative agent for the Secured Parties (as defined below) (in such capacity, together with its successors in such capacity, the
“Administrative Agent”).
 

R E C I T A L S
 

A.                                    WHEREAS, Borrower is party to that certain Second Lien Credit Agreement (as amended, restated, amended and restated, supplemented or
otherwise modified from time to time, the “Credit Agreement”) dated as of even date herewith among the Borrower, the financial institutions or other entities
from time to time party thereto (the “Lenders”) and the Administrative Agent.
 

B.                                    WHEREAS, the Borrower is a member of an affiliated group of companies that includes each Grantor;
 

C.                                    WHEREAS, it is a condition precedent to the obligation of each of the Initial Lenders (as defined in the Credit Agreement) to extend credit
that each Grantor shall have executed and delivered this Agreement to the Administrative Agent for the ratable benefit of the Lenders.
 

D.                                    NOW, THEREFORE, in consideration of the premises herein and to induce the Administrative Agent and the Initial Lenders to enter into
the Credit Agreement, to induce the Initial Lenders to extend credit, each Grantor hereby agrees with the Administrative Agent, for the ratable benefit of the
Secured Parties, as follows:
 

ARTICLE I
Definitions

 
Section 1.01                              Definitions.

 
(a)                                 As used in this Agreement, each term defined above shall have the meaning indicated above.  Unless otherwise defined herein, terms

defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement, and the following terms, as well as all
uncapitalized terms which are defined in the UCC on the date hereof, are used herein as so defined: Accounts, Chattel Paper, Commercial Tort Claims,
Deposit Accounts, Documents, Electronic Chattel Paper, Equipment, Fixtures, General Intangibles, Goods, Instruments, Inventory, Investment Property,
Letter-of-Credit Rights, Payment Intangibles, Proceeds, Supporting Obligations, and Tangible Chattel Paper.
 

(b)                                 The following terms shall have the following meanings:
 

“Account Debtor” shall mean a Person (other than any Grantor) obligated on an Account, Chattel Paper, or General Intangible.
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“Administrative Agent” shall have the meaning assigned to such term in the preamble hereto.

 
“Agreement” shall mean this Security Agreement, as the same may be amended, supplemented or otherwise modified from time to time.

 
“Applicable IP Office” means the United States Patent and Trademark Office, the United States Copyright Office or any similar office or agency

within or outside the United States.
 

“Borrower” shall have the meaning assigned to such term in the preamble hereto.
 

“Collateral” shall have the meaning assigned to such term in Section 2.01.
 

“Commodity Exchange Act” means the Commodity Exchange Act (7 U.S.C. § 1 et seq.).
 

“Contract Rights” means all rights, title and interests in and to all “contracts,” as such term is defined in the UCC of any applicable jurisdiction,
now owned or hereafter acquired by any Grantor, in any event, including all contracts, undertakings, or agreements (other than rights evidenced by Chattel
Paper, Documents or Instruments) in or under which any Grantor may now or hereafter have any right, title or interest, including any agreement relating to the
terms of payment or the terms of performance of any Account.
 

“Copyrights” means all rights, title and interests (and all related IP Ancillary Rights) arising under any Requirement of Law in or relating to
copyrights and all mask work, database and design rights, whether or not registered or published, all registrations and recordations thereof and all
applications in connection therewith.
 

“Credit Agreement” shall have the meaning assigned such term in the recitals hereto.
 

“Excluded Property” means: (a) rights of any Grantor in any general intangible to the extent such intangible by its terms or by the terms of any
related agreement with a Person other than a Subsidiary or by the terms of any applicable law under which it arises (A) validly prohibits the creation of a
security interest therein by such Grantor or the type otherwise created hereby, (B) validly requires the consent of any third party to the creation of a security
interest of the type otherwise created hereby and said third party refuses to provide such consent, or (C) validly gives rise to any right of termination or
default remedy by reason of the creation of a security interest therein of the type otherwise created hereby; (b) rights of any Grantor in any property in respect
of which the terms of any related agreement with a Person other than a Subsidiary or by the terms of any applicable law (A) validly prohibits the creation of a
security interest therein by such Grantor of the type otherwise created hereby, (B) validly requires the consent of any third party to the creation of a security
interest therein of the type otherwise created hereby and said third party refuses to provide such consent, or (C) validly gives rise to any right of termination
or default remedy by reason of the creation of a security interest therein of the type otherwise created hereby; and (c) rights of any Grantor in Equity Interests
in Unrestricted Subsidiaries.
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“Grantors” shall have the meanings assigned such terms in the preamble hereto.

 
“Intellectual Property” means all rights, title and interests in or relating to intellectual property and industrial property arising under any

Requirement of Law and all IP Ancillary Rights relating thereto, including all Copyrights, Patents, Trademarks and IP Licenses.
 

“Investment Property” means the collective reference to all “investment property” as such term is defined in Section 9-102(a)(49) of the UCC,
including, for avoidance doubt, all certificated securities, uncertificated securities, security entitlements, securities accounts, commodity contracts or
commodity accounts.
 

“IP Ancillary Rights” means, with respect to any Intellectual Property, as applicable, all foreign counterparts to, and all divisionals, reversions,
continuations, continuations-in-part, reissues, reexaminations, renewals and extensions of, such Intellectual Property and all income, royalties, proceeds and
liabilities at any time due or payable or asserted under or with respect to any of the foregoing or otherwise with respect to such Intellectual Property,
including all rights to sue or recover at law or in equity for any past, present or future infringement, misappropriation, dilution, violation or other impairment
thereof, and, in each case, all rights to obtain any other IP Ancillary Right.
 

“IP License” means all Contract Rights (and all related IP Ancillary Rights), whether written or oral, granting any right, title and interest in or
relating to any Intellectual Property.
 

“Lenders” shall have the meaning assigned to such term in the recitals hereto.
 

“Material Intellectual Property” means Intellectual Property that is owned by or licensed to a Grantor and material to the conduct of any Grantor’s
business.
 

“Patent” means all rights, title and interests (and all related IP Ancillary Rights) arising under any Requirement of Law in or relating to letters patent
and applications therefor and, in each case, all goodwill associated therewith, all registrations and recordations thereof and all applications in connection
therewith
 

“Secured Parties” shall mean each Lender, the Administrative Agent and their respective successors and assigns.
 

“Security Termination” means such time as when each of the following shall have occurred: (i) the Obligations have been indefeasibly paid in full
in cash and (ii) the Loans and all commitments under the Credit Agreement have been terminated.  For purposes of clarification, “Security Termination” shall
have occurred for purposes of this Agreement if the events provided in clauses (i) and (ii) above have occurred, and the occurrence of “Security Termination”
shall not be affected by inchoate indemnity obligations under the Financing Documents that survive the termination of any such Financing Document.
 

“Trademark” means all rights, title and interests (and all related IP Ancillary Rights) arising under any Requirement of Law in or relating to
trademarks, trade names, corporate names, company names, business names, fictitious business names, trade styles, service marks,
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logos and other source or business identifiers and, in each case, all goodwill associated therewith, all registrations and recordations thereof and all
applications in connection therewith.
 

“UCC” means the Uniform Commercial Code of the State of New York.
 

Section 1.02                              Other Definitional Provisions; References.  The meanings given to terms defined herein shall be equally applicable to both the
singular and plural forms of such terms.  The gender of all words shall include the masculine, feminine, and neuter, as appropriate.  The words “herein,”
“hereof,” “hereunder” and other words of similar import when used in this Agreement refer to this Agreement as a whole, and not to any particular article,
section or subsection.  Any reference herein to a Section shall be deemed to refer to the applicable Section of this Agreement unless otherwise stated herein. 
Any reference herein to an exhibit, schedule or annex shall be deemed to refer to the applicable exhibit, schedule or annex attached hereto unless otherwise
stated herein.  Where the context requires, terms relating to the Collateral or any part thereof, when used in relation to a Grantor, shall refer to such Grantor’s
Collateral or the relevant part thereof.  The rules of construction set forth in Sections 1.2 and 1.3 in the Credit Agreement shall apply to this Agreement as if
specifically incorporated herein mutatis mutandis.
 

Section 1.03                              Bailee For Perfection.  So long as the First Lien Agent is acting as bailee and as agent for perfection or control on behalf of the
Administrative Agent pursuant to the terms of the First/Second Lien Intercreditor Agreement, any obligation of any Grantor in this Agreement that requires
delivery or control of Collateral to, or in the possession or control of such Collateral with, the Administrative Agent shall be deemed complied with and
satisfied if such delivery of such Collateral is made to, or such possession or control of such Collateral is with, the First Lien Agent.
 

ARTICLE II
Grant of Security Interest

 
Section 2.01                              Grant of Security Interest.  Each Grantor hereby pledges, assigns and transfers to the Administrative Agent, and grants to the

Administrative Agent, for the ratable benefit of the Secured Parties, a security interest in all of the following property now owned or at any time hereafter
acquired by such Grantor or in which such Grantor now has or at any time in the future may acquire any right, title or interest and whether now existing or
hereafter coming into existence (collectively, the “Collateral”), as collateral security for the prompt and complete payment and performance when due
(whether at the stated maturity, by acceleration or otherwise) of the Obligations:
 

(1)                                 all Accounts, including all Receivables;
 

(2)                                 all cash and cash equivalents;
 

(3)                                 all Chattel Paper (whether Tangible Chattel Paper or Electronic Chattel Paper);
 

(4)                                 all Commercial Tort Claims set forth on Schedule 7;
 

(5)                                 all Contract Rights;
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(6)                                 all Deposit Accounts;

 
(7)                                 all Documents;

 
(8)                                 all General Intangibles;

 
(9)                                 all Goods (including, without limitation, all Inventory and all Equipment);

 
(10)                          all Instruments;

 
(11)                          all Insurance;

 
(12)                          all Intellectual Property;

 
(13)                          all Investment Property, including all Securities Accounts and Commodity Accounts;

 
(14)                          all Letter-of-Credit Rights (whether or not the letter of credit is evidenced by a writing);

 
(15)                          all Money;

 
(16)                          all Supporting Obligations;

 
(17)                          all Vehicles;

 
(18)                          all books and records pertaining to the Collateral;

 
(19)                          all other personal property of any Grantor, whether tangible or intangible and wherever located;

 
(20)                          all other property of any Grantor held by the Administrative Agent or any other Secured Party, including all property of every

description, in the possession or custody of or in transit to the Administrative Agent or such Secured Party for any purpose, including safekeeping,
collection or pledge, for the account of such Grantor or as to which such Grantor may have any right or power; and

 
(21)                          to the extent not otherwise included, all Proceeds and products of any and all of the foregoing and all collateral security,

guarantees and other Supporting Obligations given with respect to any of the foregoing.
 

Notwithstanding the foregoing, (x) this Section 2.01 does not grant a security interest in any Excluded Property and (y) such property under clause
(x) shall not be included as “Collateral” for purposes of this Agreement.
 

Section 2.02                              [Reserved].
 

Section 2.03                              Grantors Remain Liable under Accounts, Chattel Paper and Payment Intangibles.  Anything herein to the contrary
notwithstanding, each Grantor shall remain liable
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under each of the Accounts, Chattel Paper and Payment Intangibles to observe and perform all the conditions and obligations to be observed and performed
by it thereunder, all in accordance with the terms of any agreement giving rise to each such Account, Chattel Paper or Payment Intangible.  Neither the
Administrative Agent nor any other Secured Party shall have any obligation or liability under any Account, Chattel Paper or Payment Intangible (or any
agreement giving rise thereto) by reason of or arising out of this Agreement or the receipt by the Administrative Agent or any such other Secured Party of any
payment relating to such Account, Chattel Paper or Payment Intangible pursuant hereto, nor shall the Administrative Agent or any other Secured Party be
obligated in any manner to perform any of the obligations of any Grantor under or pursuant to any Account, Chattel Paper or Payment Intangible (or any
agreement giving rise thereto), to make any payment, to make any inquiry as to the nature or the sufficiency of any payment received by it or as to the
sufficiency of any performance by any party under any Account, Chattel Paper or Payment Intangible (or any agreement giving rise thereto), to present or file
any claim, to take any action to enforce any performance or to collect the payment of any amounts which may have been assigned to it or to which it may be
entitled at any time or times.
 

ARTICLE III
Acknowledgments, Waivers and Consents

 
Section 3.01                              Acknowledgments, Waivers and Consents.

 
(a)                                 Each Grantor acknowledges and agrees that the obligations undertaken by it under this Agreement may involve the guarantee and the

provision of collateral security for the obligations of Persons other than such Grantor and that such Grantor’s guarantee and provision of collateral security
for the Obligations are absolute, irrevocable and unconditional under any and all circumstances.  In full recognition and furtherance of the foregoing, each
Grantor understands and agrees, to the fullest extent permitted under applicable law and except as may otherwise be expressly and specifically provided in
the Credit Agreement or any other Financing Document, that each Grantor shall remain obligated hereunder (including, without limitation, with respect to
any guarantee made by such Grantor hereby and the collateral security provided by such Grantor herein) and the enforceability and effectiveness of this
Agreement and the liability of such Grantor, and the rights, remedies, powers and privileges of the Administrative Agent and the other Secured Parties under
this Agreement and the other Financing Documents shall not be affected, limited, reduced, discharged or terminated in any way:
 

(i)                                     notwithstanding that, without any reservation of rights against any Grantor and without notice to or further assent by any Grantor,
(A) any demand for payment of any of the Obligations made by the Administrative Agent or any other Secured Party may be rescinded by the Administrative



Agent at the direction of the Lead Lenders or such other Secured Party and any of the Obligations continued; (B) the Obligations, the liability of any other
Person upon or for any part thereof or any collateral security or guarantee therefor or right of offset with respect thereto, may, from time to time, in whole or in
part, be renewed, extended, amended, modified, accelerated, compromised, waived, surrendered or released by, or any indulgence or forbearance in respect
thereof granted by, the Administrative Agent at the direction of the Lead Lenders or any other Secured Party; (C) the Credit Agreement, the other Financing
Documents and any other documents executed and delivered in connection therewith may be amended, restated, amended and restated, modified,
supplemented or terminated, in whole or in part, in accordance
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with the terms thereof, as the Administrative Agent or the Lead Lenders (or all Lenders, as the case may be) and the Borrower, as applicable, may deem
advisable from time to time; (D) the Borrower, any other Grantor or any other Person may from time to time accept or enter into new or additional agreements,
security documents, guarantees or other instruments in addition to, in exchange for or relative to, any Financing Document, all or any part of the Obligations
or any Collateral now or in the future serving as security for the Obligations, in each case pursuant to the terms and conditions thereof; (E) any collateral
security, guarantee or right of offset at any time held by the Administrative Agent or any other Secured Party for the payment of the Obligations may be sold,
exchanged, waived, surrendered or released; and (F) any other event shall occur which constitutes a defense or release of sureties generally; and
 

(ii)                                  without regard to, and each Grantor hereby expressly waives to the fullest extent permitted by law any defense now or in the future
arising by reason of, (A) the illegality, invalidity or unenforceability against any Grantor of the Credit Agreement, any other Financing Document, any of the
Obligations or any other collateral security therefor or guarantee or right of offset with respect thereto at any time or from time to time held by the
Administrative Agent or any other Secured Party, (B) any defense, set-off or counterclaim (other than a defense of payment or performance) which may at any
time be available to or be asserted by any other Grantor or any other Person against the Administrative Agent or any other Secured Party, (C) the insolvency,
bankruptcy arrangement, reorganization, adjustment, composition, liquidation, disability, dissolution or lack of power of any other Grantor or any other
Person at any time liable for the payment of all or part of the Obligations or the failure of the Administrative Agent or any other Secured Party to file or
enforce a claim in bankruptcy or other proceeding with respect to any Person; or any sale, lease or transfer of any or all of the assets of any Grantor, or any
changes in the shareholders of any Grantor; (D) the fact that any Collateral or Lien contemplated or intended to be given, created or granted as security for the
repayment of the Obligations shall not be properly perfected or created, or shall prove to be unenforceable or subordinate to any other Lien, it being
recognized and agreed by each of the Grantors that it is not entering into this Agreement in reliance on, or in contemplation of the benefits of, the validity,
enforceability, collectability or value of any of the Collateral for the Obligations; (E) any failure of the Administrative Agent or any other Secured Party to
marshal assets in favor of any Grantor or any other Person, to exhaust any Collateral for all or any part of the Obligations, to pursue or exhaust any right,
remedy, power or privilege it may have against any Grantor or any other Person or to take any action whatsoever to mitigate or reduce any Grantor’s liability
under this Agreement, any other Financing Document; (F) any law which provides that the obligation of a surety or guarantor must neither be larger in
amount nor in other respects more burdensome than that of the principal or which reduces a surety’s or guarantor’s obligation in proportion to the principal
obligation; (G) the possibility that the Obligations may at any time and from time to time exceed the aggregate liability of such Grantor under this
Agreement; or (H) any other circumstance or act whatsoever, including any action or omission of the type described in this Section 3.01 (with or without
notice to or knowledge of any Grantor), which constitutes, or might be construed to constitute, an equitable or legal discharge or defense of the Borrower for
the Obligations, or of such Grantor under the guarantee contained in the Guaranty or with respect to the collateral security provided by such Grantor herein,
or which might be available to a surety or guarantor, in bankruptcy or in any other instance.
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(b)                                 Each Grantor hereby waives to the extent permitted by law: (i) except as expressly provided otherwise in any Financing Document, all

notices to such Grantor, or to any other Person, including but not limited to, notices of the acceptance of this Agreement, the guarantee contained in the
Guaranty or the provision of collateral security provided herein, or the creation, renewal, extension, modification, accrual of any Obligations, or notice of or
proof of reliance by the Administrative Agent or any other Secured Party upon the guarantee contained in the Guaranty or upon the collateral security
provided herein, or of default in the payment or performance of any of the Obligations owed to the Administrative Agent or any other Secured Party and
enforcement of any right or remedy with respect thereto; or notice of any other matters relating thereto; the Obligations, and any of them, shall conclusively
be deemed to have been created, contracted or incurred, or renewed, extended, amended or waived, in reliance upon the guarantee contained in the Guaranty
and the collateral security provided herein and no notice of creation of the Obligations already or hereafter contracted by the Borrower need be given to any
Grantor; and all dealings between the Borrower and any of the Grantors, on the one hand, and the Administrative Agent and the other Secured Parties, on the
other hand, likewise shall be conclusively presumed to have been had or consummated in reliance upon the guarantee contained in the Guaranty and on the
collateral security provided herein; (ii) diligence and demand of payment, presentment, protest, dishonor and notice of dishonor; (iii) all rights of revocation
with respect to the Obligations, the guarantee contained in the Guaranty and the provision of collateral security herein; and (iv) all principles or provisions of
law which conflict with the terms of this Agreement and which can, as a matter of law, be waived.
 

(c)                                  When making any demand hereunder or otherwise pursuing its rights and remedies hereunder against any Grantor, the Administrative
Agent or any other Secured Party may, but shall be under no obligation to, join or make a similar demand on or otherwise pursue or exhaust such rights and
remedies as it may have against the Borrower, any other Grantor or any other Person or against any collateral security or guarantee for the Obligations or any
right of offset with respect thereto, and any failure by the Administrative Agent or any other Secured Party to make any such demand, to pursue such other
rights or remedies or to collect any payments from the Borrower, any other Grantor or any other Person or to realize upon any such collateral security or
guarantee or to exercise any such right of offset, or any release of the Borrower, any Grantor or any other Person or any such collateral security, guarantee or
right of offset, shall not relieve any Grantor of any obligation or liability hereunder, and shall not impair or affect the rights and remedies, whether express,
implied or available as a matter of law, of the Administrative Agent or any other Secured Party against any Grantor. For the purposes hereof “demand” shall
include the commencement and continuance of any legal proceedings.  Neither the Administrative Agent nor any other Secured Party shall have any
obligation to protect, secure, perfect or insure any Lien at any time held by it as security for the Obligations or for the guarantee contained in the Guaranty or
any property subject thereto.
 

Section 3.02                              No Subrogation, Contribution or Reimbursement.  Notwithstanding any payment made by any Grantor hereunder or any set-off or
application of funds of any Grantor by the Administrative Agent or any other Secured Party, no Grantor shall be entitled to be subrogated to any of the rights
of the Administrative Agent or any other Secured Party against the Borrower or any other Grantor or any collateral security or guarantee or right of offset held
by the Administrative Agent or any other Secured Party for the payment of the Obligations, nor shall any Grantor seek or be entitled to seek any indemnity,
exoneration, participation,
 

8



 
contribution or reimbursement from the Borrower or any other Grantor in respect of payments made by such Grantor hereunder until Security Termination,
and each Grantor hereby expressly waives, releases, and agrees not to exercise any such rights of subrogation, reimbursement, indemnity and contribution
until Security Termination.  Each Grantor further agrees that to the extent that such waiver and release set forth herein is found by a court of competent
jurisdiction to be void or voidable for any reason, any rights of subrogation, reimbursement, indemnity and contribution such Grantor may have against the
Borrower, any other Grantor or against any collateral or security or guarantee or right of offset held by the Administrative Agent or any other Secured Party
shall be junior and subordinate to any rights the Administrative Agent and the other Secured Parties may have against the Borrower and such Grantor and to
all right, title and interest the Administrative Agent and the other Secured Parties may have in any collateral or security or guarantee or right of offset.  Upon
the occurrence and during the continuance of an Event of Default, the Administrative Agent, for the benefit of the Secured Parties, may use, sell or dispose of
any item of Collateral or security as it sees fit, subject to Section 6.04, without regard to any subrogation rights any Grantor may have, and upon any
disposition or sale, any rights of subrogation any Grantor may have shall terminate.
 

ARTICLE IV
Representations and Warranties

 
To induce the Lenders to enter into the Credit Agreement and to extend credit, each Grantor hereby represents and warrants to the Administrative

Agent and each Secured Party that:
 

Section 4.01                              Representations in Credit Agreement.  In the case of each Grantor, the representations and warranties set forth in Article 3 of the
Credit Agreement as they relate to such Grantor or to the Financing Documents to which such Grantor is a party are true and correct in all material respects
(or, to the extent such representations and warranties specifically relate to an earlier date, on and as of such earlier date); provided that each reference in each
such representation and warranty to the Borrower’s knowledge shall, for the purposes of this Section 4.01, be deemed to be a reference to such Grantor’s
knowledge.
 

Section 4.02                              Perfected Liens.  The security interests granted pursuant to this Agreement, upon filing of a UCC-1 financing statement in the
appropriate filing office listed on Schedule 3, will constitute valid perfected second priority security interests (subject to Permitted Encumbrances and Liens
in favor of the First Lien Agent permitted under the Credit Agreement) in all of the Collateral which may be perfected by filing such financing statement in
favor of the Administrative Agent, for the ratable benefit of the Secured Parties, as collateral security for such Grantor’s obligations, enforceable in
accordance with the terms hereof against all creditors of such Grantor and any Persons purporting to purchase any Collateral from such Grantor.
 

Section 4.03                              Legal Name, Organizational Status, Chief Executive Office.  On the date hereof, the correct legal name of such Grantor, such
Grantor’s jurisdiction of organization, organizational number, taxpayer identification number and the location of such Grantor’s chief executive office or sole
place of business are specified on Schedule 4.
 

Section 4.04                              Prior Names, Addresses, Locations of Tangible Assets.  Schedule 5 correctly sets forth (a) all names and trade names that such
Grantor has used in the last five years
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and (b) the chief executive office of such Grantor over the last five years (if different from that which is set forth in Section 4.03 above).  As of the date hereof,
Schedule 6 correctly sets forth all of the locations where the Grantors hold inventory, equipment and other assets constituting Collateral (other than
inventory or equipment in transit or out for repair) with a value in excess of $1,000,000 in the aggregate at any location and the locations of the books and
records concerning the Collateral.

 
Section 4.05                              [Reserved].

 
Section 4.06                              Instruments and Chattel Paper.  Such Grantor has delivered to the Administrative Agent (or the First Lien Agent as required by the

terms of the First/Second Lien Intercreditor Agreement) all Collateral constituting Instruments and Chattel Paper having the outstanding or stated amount of
greater than $1,000,000.  No Collateral constituting Chattel Paper or Instruments contains any statement therein to the effect that such Collateral has been
assigned to an identified party other than the Administrative Agent (or the First Lien Agent as required by the terms of the First/Second Lien Intercreditor
Agreement), and the grant of a security interest in such Collateral in favor of the Administrative Agent hereunder does not violate the rights of any other
Person as a secured party.
 

Section 4.07                              Accounts.  The amount represented by such Grantor to the Administrative Agent and the Lenders from time to time as owing by
each Account Debtor or by all Account Debtors in respect of the Accounts, Chattel Paper and Payment Intangibles will at such time be the materially correct
amount actually owing by such Account Debtor or Account Debtors thereunder.  The place where each Grantor keeps its records concerning the Accounts,
Chattel Paper and Payment Intangibles is the address set forth on Schedule 6.
 

Section 4.08                              Governmental Obligors.  None of the Account Debtors on such Grantor’s Accounts, Chattel Paper or Payment Intangibles is a
Governmental Authority.
 

Section 4.09                              Commercial Tort Claims.  On the Closing Date, except to the extent listed on Schedule 7, no Grantor has knowledge of rights in
any Commercial Tort Claim with potential value in excess of $1,500,000.
 

Section 4.10                              Intellectual Property.
 

(a)                                 Schedule 9 sets forth as of the Closing Date a true and complete list of all Material Intellectual Property which is registered with the U.S.
Patent and Trademark Office or the U.S. Copyright Office or is the subject of an application for registration, separately identifying that owned and licensed to
such Grantor and including (1) the owner, (2) the title, (3) the jurisdiction in which such item has been registered or otherwise arises or in which an
application for registration has been filed, (4) as applicable, the registration or application number and registration or application date and (5) any IP Licenses
or other rights (including franchises) granted by the Grantor with respect thereto.
 

(b)                                 On the Closing Date, all Material Intellectual Property owned by such Grantor is valid, in full force and effect, subsisting, unexpired and
enforceable, and no Material Intellectual Property has been abandoned.  No breach or default of any material IP License shall be caused by any of the
following, and none of the following shall limit or impair the ownership, use,
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validity or enforceability of, or any rights of such Grantor in, any Material Intellectual Property: (i) the consummation of the transactions contemplated by
any Financing Document or (ii) any holding, decision, judgment or order rendered by any Governmental Authority.  There are no pending (or, to the
knowledge of such Grantor, threatened) actions, investigations, suits, proceedings, audits, claims, demands, orders or disputes challenging the ownership, use,
validity, enforceability of, or such Grantor’s rights in, any Material Intellectual Property of such Grantor.  To such Grantor’s knowledge, no Person has been
or is infringing, misappropriating, diluting, violating or otherwise impairing any Material Intellectual Property of such Grantor.  Such Grantor, and to such
Grantor’s knowledge each other party thereto, is not in material breach or default of any material IP License.
 

ARTICLE V
Covenants

 
Each Grantor covenants and agrees that, from and after the date of this Agreement until Security Termination:

 
Section 5.01                              Covenants in Credit Agreement.  In the case of each Grantor, such Grantor shall take, or shall refrain from taking, as the case may

be, each action that is necessary to be taken or not taken, as the case may be, so that no Default or Event of Default is caused by the failure to take such action
or to refrain from taking such action by such Grantor or any of its Subsidiaries.
 

Section 5.02                              Maintenance of Perfected Security Interest; Further Documentation.
 

(a)                                 Such Grantor shall maintain the security interest created by this Agreement as a perfected security interest (subject only to Permitted
Encumbrances) and shall defend such security interest against the claims and demands of all Persons whomsoever.
 

(b)                                 At any time and from time to time, and at the sole expense of such Grantor, such Grantor will promptly and duly give, execute, deliver,
indorse, file or record any and all financing statements, continuation statements, amendments, notices (including, without limitation, notifications to
financial institutions and any other Person), contracts, agreements, assignments, certificates, stock powers or other instruments, obtain any and all
governmental approvals and consents and take or cause to be taken any and all steps or acts that may be necessary or as the Administrative Agent or any
Secured Party may reasonably request to create, perfect, establish the priority of, or to preserve the validity, perfection or priority of, the Liens granted by this
Agreement or to enable the Administrative Agent or any other Secured Party to enforce its rights, remedies, powers and privileges under this Agreement with
respect to such Liens or to otherwise obtain or preserve the full benefits of this Agreement and the rights, powers and privileges herein granted.
 

(c)                                  Without limiting the obligations of the Grantors under Section 5.02(b) and subject to the terms of the First/Second Lien Intercreditor
Agreement: (i) upon the reasonable request of the Administrative Agent (acting at the direction of any Secured Party), such Grantor shall take or cause to be
taken all actions (other than any actions required to be taken by the Administrative Agent at the direction of the Lead Lenders or any Lender) reasonably
requested by the
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Administrative Agent to cause the Administrative Agent to (A) have “control” (within the meaning of Sections 9-104, 9-105, 9-106, and 9-107 of the UCC)
over any Collateral constituting Deposit Accounts, Electronic Chattel Paper, Investment Property, or Letter-of-Credit Rights, including, without limitation,
executing and delivering any agreements, in form and substance satisfactory to the Lead Lenders, with securities intermediaries, Borrowers or other Persons in
order to establish “control”, and each Grantor shall promptly notify the Administrative Agent and the other Secured Parties of such Grantor’s acquisition of
any such Collateral, and (B) be a “protected purchaser” (as defined in Section 8-303 of the UCC); (ii) with respect to Collateral other than certificated
securities and Goods covered by a document in the possession of a Person other than such Grantor or the Administrative Agent (or the First Lien Agent as
required by the terms of the First/Second Lien Intercreditor Agreement), such Grantor shall obtain written acknowledgment that such Person holds possession
for the Administrative Agent’s (or the First Lien Agent’s as required by the terms of the First/Second Lien Intercreditor Agreement) benefit; and (iii) with
respect to any Collateral constituting Goods that are in the possession of a bailee, such Grantor shall provide prompt notice to the Administrative Agent of
any such Collateral then in the possession of such bailee, and such Grantor shall take or cause to be taken all actions (other than any actions required to be
taken by the Administrative Agent or any other Secured Party) necessary or reasonably requested by the Administrative Agent to cause the Administrative
Agent to have a perfected security interest in such Collateral under applicable law.
 

(d)                                 This Section 5.02 and the obligations imposed on each Grantor by this Section 5.02 shall be interpreted as broadly as possible in favor of
the Administrative Agent and the other Secured Parties in order to effectuate the purpose and intent of this Agreement.
 

Section 5.03                              Maintenance of Records.  Such Grantor will keep and maintain, at its own cost and expense records of the Collateral in accordance
with sound and prudent business practices.  For the Administrative Agent’s and the other Secured Parties’ further security, the Administrative Agent, for the
ratable benefit of the Secured Parties, shall have a security interest in all of such Grantor’s books and records pertaining to the Collateral, and such Grantor
shall allow inspection of any such books and records by the Administrative Agent, any Lender or by their representatives during normal business hours at the
reasonable request of the Administrative Agent or any Lender and shall provide such clerical and other assistance as may be reasonably requested with regard
thereto.
 

Section 5.04                              Further Identification of Collateral.  Such Grantor will furnish to the Administrative Agent and the Secured Parties from time to
time, at such Grantor’s sole cost and expense, statements and schedules further identifying and describing the Collateral and such other reports in connection
with the Collateral as the Administrative Agent may reasonably request, all in reasonable detail.

 
Section 5.05                              [Reserved].
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Section 5.06                              Notices.  Each Grantor will advise the Administrative Agent and the Lenders promptly, in reasonable detail, of:

 
(a)                                 any Lien (other than security interests created hereby, Liens in favor of the First Lien Agent permitted under the Credit Agreement or

Permitted Encumbrances) on any of the Collateral which could adversely affect the ability of the Administrative Agent to exercise any of its remedies; or
 

(b)                                 the occurrence of any other event which could reasonably be expected to have a Material Adverse Effect on the aggregate value of the
Collateral or on the security interests created hereby.
 

Section 5.07                              Changes in Name; Location, etc.  Except upon ten (10) days’ prior written notice to the Administrative Agent and delivery to the
Administrative Agent of all additional financing statements and other documents reasonably requested in writing by the Administrative Agent or the
Required Lenders to maintain the validity, perfection and priority of the security interests provided for herein, such Grantor will not:
 

(a)                                 change its jurisdiction of organization or the location of its chief executive office; or.
 

(b)                                 change its name, identity or corporate structure to such an extent that would render any financing statement filed in connection with this
Agreement “seriously misleading” (as such term in used in Section 9-506(b) of the UCC).
 

Section 5.08                              Instruments and Tangible Chattel Paper.  If any amount payable under or in connection with any of the Collateral shall be or
become evidenced by any Instrument or Tangible Chattel Paper in the outstanding or stated amount of greater than $1,000,000, such Instrument or Tangible
Chattel Paper shall be promptly, but in any event within twenty (20) days, delivered to the Administrative Agent (or First Lien Agent pursuant to the terms of
the First/Second Lien Intercreditor Agreement), duly endorsed in a manner satisfactory to the Lead Lenders, to be held as Collateral pursuant to this
Agreement.
 

Section 5.09                              Commercial Tort Claims.  If such Grantor shall at any time hold or acquire a Commercial Tort Claim that satisfies the requirements
of the following sentence, such Grantor shall, within thirty (30) days after such Commercial Tort Claim satisfies such requirements, notify the Administrative
Agent and the other Secured Parties in a writing signed by such Grantor containing a brief description thereof, and granting to the Administrative Agent in
such writing (for the benefit of the Secured Parties) a security interest therein and in the Proceeds thereof, all upon the terms of this Agreement, with such
writing to be in form and substance satisfactory to the Lead Lenders. The provisions of the preceding sentence shall apply only to a Commercial Tort Claim
that satisfies the following requirements: (i) the monetary value claimed by or payable to the relevant Grantor in connection with such Commercial Tort
Claim shall exceed $1,500,000, and (ii) either (A) such Grantor shall have filed a law suit or counterclaim or otherwise commenced legal proceedings
(including, without limitation, arbitration proceedings) against the Person against whom such Commercial Tort Claim is made, or (B) such Grantor and the
Person against whom such Commercial Tort Claim is asserted shall have entered into a
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settlement agreement with respect to such Commercial Tort Claim. In addition, to the extent that the existence of any Commercial Tort Claim held or
acquired by any Grantor is disclosed by such Grantor in any public filing with the Securities Exchange Commission or any successor thereto or analogous
Governmental Authority, or to the extent that the existence of any such Commercial Tort Claim is disclosed in any press release issued by any Grantor, then,
upon the request of the Administrative Agent or the Lead Lenders, the relevant Grantor shall, within thirty (30) days after such request is made, transmit to the
Administrative Agent and the other Secured Parties a writing signed by such Grantor containing a brief description of such Commercial Tort Claim and
granting to the Administrative Agent in such writing (for the benefit of the Secured Parties) a security interest therein and in the Proceeds thereof, all upon the
terms of this Agreement, with such writing to be in form and substance satisfactory to the Lead Lenders.
 

Section 5.10                              Intellectual Property.
 

(a)                                 Within thirty (30) days after any change to Schedule 9 for such Grantor, such Grantor shall provide Administrative Agent and the Lead
Lenders notification thereof and the short-form intellectual property agreements and assignments as described in this Section 5.10 and any other documents
that Administrative Agent reasonably requests with respect thereto.
 

(b)                                 Such Grantor shall (and shall cause all its licensees to) (i) (1) continue to use each Trademark included in the Material Intellectual Property
in order to maintain such Trademark in full force and effect with respect to each class of goods for which such Trademark is currently used, free from any
claim of abandonment for non-use, (2) maintain at least the same standards of quality of products and services offered under such Trademark as are currently
maintained, (3) use such Trademark with the appropriate notice of registration and all other notices and legends required by applicable Requirements of Law
and (4) not adopt or use any other Trademark that is confusingly similar or a colorable imitation of such Trademark unless the Administrative Agent shall
obtain a perfected security interest in such other Trademark pursuant to this Agreement and (ii) not do any act or omit to do any act whereby (w) such
Trademark (or any goodwill associated therewith) may become destroyed, invalidated, impaired or harmed in any way, (x) any Patent included in the
Material Intellectual Property may become forfeited, misused, unenforceable, abandoned or dedicated to the public, or (y) any portion of the Copyrights
included in the Material Intellectual Property may become invalidated, otherwise impaired or fall into the public domain.
 

(c)                                  Such Grantor shall notify the Administrative Agent and the Lead Lenders immediately if it knows, or has reason to know, that any
application or registration relating to any Material Intellectual Property may become forfeited, misused, unenforceable, abandoned or dedicated to the public,
or of any adverse determination or development regarding the validity or enforceability or such Grantor’s ownership of, interest in, right to use, register, own
or maintain any Material Intellectual Property (including the institution of, or any such determination or development in, any proceeding relating to the
foregoing in any Applicable IP Office).  Such Grantor shall take all actions that are necessary or reasonably requested by Administrative Agent to maintain
and pursue each application (and to obtain the relevant registration or recordation) and to maintain each registration and recordation included in the Material
Intellectual Property.
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(d)                                 Such Grantor shall not knowingly do any act or omit to do any act to infringe, misappropriate, dilute, violate or otherwise impair the

Intellectual Property of any other Person.  In the event that any Material Intellectual Property of such Grantor is or has been infringed, misappropriated,
violated, diluted or otherwise impaired by a third party, such Grantor shall take such action as it reasonably deems appropriate under the circumstances in
response thereto, including promptly bringing suit and recovering all damages therefor.
 

(e)                                  Such Grantor shall execute and deliver to Administrative Agent in form and substance reasonably acceptable to Administrative Agent and
suitable for filing in the Applicable IP Office the short-form intellectual property security agreements in the form attached hereto as Annex 2 for all
Copyrights, Trademarks, Patents and IP Licenses of such Grantor.
 

ARTICLE VI
Remedial Provisions

 
Section 6.01                              [Reserved].

 
Section 6.02                              Collections on Accounts, Etc.  The Administrative Agent hereby authorizes each Grantor to collect upon the

Accounts, Instruments, Chattel Paper and Payment Intangibles and the Administrative Agent may (in consultation with the Lead Lenders) curtail or terminate
said authority at any time after the occurrence and during the continuance of an Event of Default.  Upon the request of the Administrative Agent (at the
direction of the Lead Lenders), at any time after the occurrence and during the continuance of an Event of Default, each Grantor shall notify the Account
Debtors that the applicable Accounts, Chattel Paper and Payment Intangibles have been assigned to the Administrative Agent for the ratable benefit of the
Secured Parties and that payments in respect thereof shall be made directly to the Administrative Agent.  Upon the occurrence and during the continuance of
an Event of Default, the Administrative Agent may in its own name or in the name of others communicate with the Account Debtors to verify with them to its
satisfaction (as determined in consultation with the Lead Lenders) the existence, amount and terms of any Accounts, Chattel Paper or Payment Intangibles.
 

Section 6.03                              Proceeds.  If required by the Administrative Agent at any time after the occurrence and during the continuance of an Event of
Default, any payments of Accounts, Instruments, Chattel Paper and Payment Intangibles, when collected or received by each Grantor, and any other cash or
non-cash Proceeds received by each Grantor upon the sale or other disposition of any Collateral, shall be forthwith (and, in any event, within two (2) Business
Days) deposited by such Grantor in the exact form received, duly indorsed by such Grantor to the Administrative Agent if required, in a special collateral
account maintained by the Administrative Agent, subject to withdrawal by the Administrative Agent at the direction of the Lead Lenders for the ratable
benefit of the Secured Parties only, as hereinafter provided, and, until so turned over, shall be held by such Grantor in trust for the Administrative Agent for
the ratable benefit of the Secured Parties, segregated from other funds of any such Grantor. Each deposit of any such Proceeds shall be accompanied by a
report identifying in reasonable detail the nature and source of the payments included in the deposit.  All Proceeds (including, without limitation, Proceeds
constituting collections of Accounts, Chattel Paper, Instruments) while held by the Administrative Agent (or by any Grantor in trust for the Administrative
Agent for the ratable benefit of the Secured Parties) shall continue to be collateral security for all of the
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Obligations and shall not constitute payment thereof until applied as hereinafter provided.  At such intervals as may be agreed upon by each Grantor and the
Administrative Agent, or, if an Event of Default shall have occurred and be continuing, at any time at the Lead Lenders’ election, the Administrative Agent
shall apply all or any part of the funds on deposit in said special collateral account on account of the Obligations in accordance with Section 8.6 of the Credit
Agreement.
 

Section 6.04          Remedies.
 

(a)           If an Event of Default shall occur and be continuing, the Administrative Agent may in its discretion, and at the direction of the Lead
Lenders shall, exercise, in addition to all other rights, remedies, powers and privileges granted to them in this Agreement, the other Financing Documents,
and in any other instrument or agreement securing, evidencing or relating to the Obligations, all rights, remedies, powers and privileges of a secured party
under applicable law or otherwise available at law or equity. Without limiting the generality of the foregoing, the Administrative Agent at the direction of the
Lead Lenders, without demand of performance or other demand, presentment, protest, advertisement or notice of any kind (except any notice required by law
referred to below) to or upon any Grantor or any other Person (all and each of which demands, defenses, advertisements and notices are hereby waived), may
in such circumstances forthwith collect, receive, appropriate and realize upon the Collateral, or any part thereof, and/or may forthwith sell, lease, assign, give
option or options to purchase, or otherwise dispose of and deliver the Collateral or any part thereof (or contract to do any of the foregoing), in one or more
parcels at public or private sale or sales, at any exchange, broker’s board or office of the Administrative Agent or any other Secured Party or elsewhere upon
such terms and conditions as it may deem advisable and at such prices as it may deem best, for cash or on credit or for future delivery without assumption of
any credit risk.  The Administrative Agent or any other Secured Party shall have the right upon any such public sale or sales, and, to the extent permitted by
law, upon any such private sale or sales, to purchase the whole or any part of the Collateral so sold, free of any right or equity of redemption in any Grantor,
which right or equity is hereby waived and released.  If an Event of Default shall occur and be continuing, each Grantor further agrees, at the Administrative
Agent’s request (acting at the direction of the Lead Lenders), to assemble the Collateral and make it available to the Administrative Agent at places which the
Lead Lenders shall reasonably select, whether at such Grantor’s premises or elsewhere.  Any such sale or transfer by the Administrative Agent either to itself
or to any other Person shall be absolutely free from any claim of right by Grantor, including any equity or right of redemption, stay or appraisal which Grantor
has or may have under any rule of law, regulation or statute now existing or hereafter adopted.  Upon any such sale or transfer, the Administrative Agent at the
direction of the Lead Lenders shall have the right to deliver, assign and transfer to the purchaser or transferee thereof the Collateral so sold or transferred.  The
Administrative Agent shall apply the net proceeds of any action taken by it pursuant to this Section 6.04, after deducting all reasonable costs and expenses of
every kind incurred in connection therewith or incidental to the care or safekeeping of any of the Collateral or in any way relating to the Collateral or the
rights of the Administrative Agent and the other Secured Parties hereunder, including, without limitation, reasonable attorneys’ fees and disbursements, and
only after such application and after the payment by the Administrative Agent of any other amount required by any provision of law, including, without
limitation, Section 9-615 of the UCC, will the Administrative Agent account for the surplus, if any, to any Grantor. To the extent permitted by
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applicable law, each Grantor waives all claims, damages and demands it may acquire against the Administrative Agent or any other Secured Party arising out
of the exercise by them of any rights hereunder, except to the extent caused by the gross negligence or willful misconduct of the Administrative Agent or
such Secured Parties or their respective agents (as determined by a final non-appealable judgment of a court of competent jurisdiction).  If any notice of a
proposed sale or other disposition of Collateral shall be required by law, such notice shall be deemed reasonable and proper if given at least ten (10) days
before such sale or other disposition.
 

(b)           In the event that the Administrative Agent at the direction of the Lead Lenders elects not to sell the Collateral, the Administrative Agent
retains its rights to dispose of or utilize the Collateral or any part or parts thereof in any manner authorized or permitted by law or in equity, and to apply the
proceeds of the same towards payment of the Obligations.  Each and every method of disposition of the Collateral described in this Agreement shall
constitute disposition in a commercially reasonable manner.  The Administrative Agent at the direction of the Lead Lenders may appoint any Person as agent
to perform any act or acts necessary or incident to any sale or transfer of the Collateral.
 

Section 6.05          [Reserved].
 

Section 6.06          Deficiency.  Each Grantor shall remain liable for any deficiency if the proceeds of any sale or other disposition of the Collateral
are insufficient to pay its Obligations and the fees and disbursements of any attorneys employed by the Administrative Agent or any other Secured Party to
collect such deficiency.
 

Section 6.07          Non-Judicial Enforcement.  The Administrative Agent at the direction of the Lead Lenders may enforce its rights hereunder
without prior judicial process or judicial hearing, and to the extent permitted by law, each Grantor expressly waives any and all legal rights which might
otherwise require the Administrative Agent to enforce its rights by judicial process.  The proceeds of any sale of the Collateral or any part thereof and all
other monies received by any Secured Party in any proceedings for the enforcement hereof or otherwise, whose application has not elsewhere herein been
specifically provided for, shall be applied in the following order: first, to all fees, costs, indemnities, liabilities, obligations and expenses incurred by or
owing to Administrative Agent with respect to this Agreement, the other Financing Documents or the Collateral, second, to all fees, costs, indemnities and
expenses incurred by or owing to any Lender with respect to this Agreement, the other Financing Documents or the Collateral, third, to accrued and unpaid
interest on the Obligations, fourth, to the principal amount of the Obligations outstanding, and fifth, to any other indebtedness or obligations of Borrower
owing to Administrative Agent or any Lender under the Financing Documents.
 

Section 6.08          IP Licenses.  For the purpose of enabling the Administrative Agent to exercise rights and remedies under this Article VI (including
in order to take possession of, collect, receive, assemble, process, appropriate, remove, realize upon, sell, assign, convey, transfer or grant options to purchase
any Collateral) at such time as Administrative Agent shall be lawfully entitled to exercise such rights and remedies, each Grantor hereby grants to
Administrative Agent, for the benefit of the Secured Parties, (i) an irrevocable, nonexclusive, worldwide license (exercisable without payment of royalty or
other compensation to such Grantor), including in such license the right to sublicense, use and practice any Intellectual
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Property now owned or hereafter acquired by such Grantor and (ii) an irrevocable license (without payment of rent or other compensation to such Grantor) to
use, operate and occupy all real Property owned, operated, leased, subleased or otherwise occupied by such Grantor.
 

ARTICLE VII
The Administrative Agent

 
Section 7.01          Administrative Agent’s Appointment as Attorney-in-Fact, Etc.

 
(a)           Each Grantor hereby irrevocably constitutes and appoints the Administrative Agent and any officer or agent thereof, with full power of

substitution, as its true and lawful attorney-in-fact with full irrevocable power and authority in the place and stead of such Grantor and in the name of such
Grantor or in its own name, for the purpose of carrying out the terms of this Agreement, to take any and all reasonably appropriate action and to execute any
and all documents and instruments which may be reasonably necessary or desirable to accomplish the purposes of this Agreement, and, without limiting the
generality of the foregoing, each Grantor hereby gives the Administrative Agent the power and right, on behalf of such Grantor, without notice to or assent by
such Grantor, to do any or all of the following:
 

(i)            pay or discharge taxes and Liens levied or placed on or threatened against the Collateral, effect any repairs or any insurance called
for by the terms of this Agreement and pay all or any part of the premiums therefor and the costs thereof;
 

(ii)           execute, in connection with any sale provided for in Section 6.04, any endorsements, assignments or other instruments of
conveyance or transfer with respect to the Collateral; and
 

(iii)          (A) direct any party liable for any payment under any of the Collateral to make payment of any and all moneys due or to become
due thereunder directly to the Administrative Agent or as the Administrative Agent at the direction of the Lead Lenders shall direct; (B) take possession of
and indorse and collect any checks, drafts, notes, acceptances or other instruments for the payment of moneys due under any Account, Instrument, General
Intangible, Chattel Paper or Payment Intangible or with respect to any other Collateral, and to file any claim or to take any other action or proceeding in any
court of law or equity or otherwise deemed appropriate by the Administrative Agent at the direction of the Lead Lenders for the purpose of collecting any all
such moneys due under any Account, Instrument or General Intangible or with respect to any other Collateral whenever payable; (C) ask or demand for,
collect, and receive payment of and receipt for, any and all moneys, claims and other amounts due or to become due at any time in respect of or arising out of
any Collateral; (D) sign and indorse any invoices, freight or express bills, bills of lading, storage or warehouse receipts, drafts against debtors, assignments,
verifications, notices and other documents in connection with any of the Collateral; (E) receive, change the address for delivery, open and dispose of mail
addressed to any Grantor, and to execute, assign and indorse negotiable and other instruments for the payment of money, documents of title or other
evidences of payment, shipment or storage for any form of Collateral on behalf of and in the name of any Grantor; (F) commence and prosecute any suits,
actions or proceedings at law or in equity in any court of competent jurisdiction to collect the Collateral or any portion thereof and to enforce any other right
in respect of any
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Collateral; (G) defend any suit, action or proceeding brought against such Grantor with respect to any Collateral; (H) settle, compromise or adjust any such
suit, action or proceeding and, in connection therewith, give such discharges or releases as the Administrative Agent at the direction of the Lead Lenders may
deem appropriate; (I) generally, sell, transfer, pledge and make any agreement with respect to or otherwise deal with any of the Collateral as fully and
completely as though the Administrative Agent were the absolute owner thereof for all purposes, and do, at the Administrative Agent’s option, at the
direction of the Lead Lenders, and such Grantor’s expense, at any time, or from time to time, all acts and things which the Administrative Agent deems
necessary to protect, preserve or realize upon the Collateral and the Administrative Agent’s and the other Secured Parties’ security interests therein and to
effect the intent of this Agreement, all as fully and effectively as such Grantor might do, (J) in the case of any Intellectual Property owned by or licensed to
such Grantor, execute, deliver and have recorded any document that Administrative Agent may request to evidence, effect, publicize or record Administrative
Agent’s security interest in such Intellectual Property and the goodwill and general intangibles of such Grantor relating thereto or represented thereby and
(K) assign any Intellectual Property owned by such Grantor or any IP Licenses of such Grantor throughout the world on such terms and conditions and in such
a manner as Administrative Agent shall determine (in consultation with the Lead Lenders), including the execution and filing of any document necessary to
effectuate and record such assignment.
 

Anything in this Section 7.01(a) to the contrary notwithstanding, the Administrative Agent agrees that it will not exercise any rights under the power
of attorney provided for in this Section 7.01(a) unless an Event of Default shall have occurred and be continuing.
 

(b)           If any Grantor fails to perform or comply with any of its agreements contained herein within the applicable grace periods, the Lead Lenders
may direct the Administrative Agent, at their option, but without any obligation so to do, to perform or comply, or otherwise cause performance or
compliance, with such agreement.
 

(c)           The reasonable expenses of the Administrative Agent incurred in connection with actions undertaken as provided in this Section 7.01,
together with interest thereon at the highest rate provided in the Credit Agreement, but in no event to exceed the Maximum Lawful Rate, from the date of
payment by the Administrative Agent to the date reimbursed by the relevant Grantor, shall be payable by such Grantor to the Administrative Agent on
demand.
 

(d)           Each Grantor hereby ratifies all that said attorneys shall lawfully do or cause to be done by virtue and in compliance hereof.  All powers,
authorizations and agencies contained in this Agreement are coupled with an interest and are irrevocable until this Agreement is terminated and the security
interests created hereby are released.
 

Section 7.02          Duty of Administrative Agent.  The Administrative Agent’s sole duty with respect to the custody, safekeeping and physical
preservation of the Collateral in its possession, under Section 9-207 of the UCC or otherwise, shall be to deal with it in the same manner as the Administrative
Agent deals with similar property for its own account and shall be deemed to have exercised reasonable care in the custody and preservation of the Collateral
in its possession if the Collateral is accorded treatment substantially equal to that which comparable secured parties accord comparable collateral. Neither the
Administrative Agent, any other Secured Party
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nor any of their respective officers, directors, employees or agents shall be liable for failure to demand, collect or realize upon any of the Collateral or for any
delay in doing so or shall be under any obligation to sell or otherwise dispose of any Collateral upon the request of any Grantor or any other Person or to take
any other action whatsoever with regard to the Collateral or any part thereof.  The powers conferred on the Administrative Agent and the other Secured Parties
hereunder are solely to protect the Administrative Agent’s and the other Secured Parties’ interests in the Collateral and shall not impose any duty upon the
Administrative Agent or any other Secured Party to exercise any such powers.  The Administrative Agent and the other Secured Parties shall be accountable
only for amounts that they actually receive as a result of the exercise of such powers, and neither they nor any of their officers, directors, employees or agents
shall be responsible to any Grantor for any act or failure to act hereunder, except for their own gross negligence or willful misconduct (as determined by a
final non-appealable judgment of a court of competent jurisdiction).  To the fullest extent permitted by applicable law, the Administrative Agent and the
Secured Parties shall be under no duty whatsoever to make or give any presentment, notice of dishonor, protest, demand for performance, notice of
nonperformance, notice of intent to accelerate, notice of acceleration, or other notice or demand in connection with any Collateral or the Obligations, or to
take any steps necessary to preserve any rights against any Grantor or other Person or ascertaining or taking action with respect to calls, conversions,
exchanges, maturities, tenders or other matters relative to any Collateral, whether or not it has or is deemed to have knowledge of such matters.  Each Grantor,
to the extent permitted by applicable law, waives any right of marshaling in respect of any and all Collateral, and waives any right to require the
Administrative Agent or any other Secured Party to proceed against any Grantor or other Person, exhaust any Collateral or enforce any other remedy which
the Administrative Agent or any other Secured Party now has or may hereafter have against each Grantor, any Grantor or other Person.
 

Section 7.03          Financing Statements.  Pursuant to the UCC and any other applicable law, each Grantor authorizes the Administrative Agent, its
counsel or its representative, at any time and from time to time, to file or record financing statements, continuation statements, amendments thereto and other
filing or recording documents or instruments with respect to the Collateral without the signature of such Grantor in such form and in such offices as the Lead
Lenders reasonably determine necessary or appropriate to perfect the security interests of the Administrative Agent under this Agreement.  Additionally, each
Grantor authorizes the Administrative Agent, its counsel or its representative, at any time and from time to time, to file or record such financing statements
that describe the collateral covered thereby as “all assets of the Grantor”, “all personal property of the Grantor” or words of similar effect.  A photographic or
other reproduction of this Agreement shall be sufficient as a financing statement or other filing or recording document or instrument for filing or recording in
any jurisdiction.
 

Section 7.04          Authority of Administrative Agent.  Each Grantor acknowledges that the rights and responsibilities of the Administrative Agent
under this Agreement with respect to any action taken by the Administrative Agent or the exercise or non-exercise by the Administrative Agent of any
option, voting right, request, judgment or other right or remedy provided for herein or resulting or arising out of this Agreement shall, as between the
Administrative Agent and the other Secured Parties, be governed by such other agreements with respect thereto as may exist from time to time among them,
but, as between the Administrative Agent and the Grantors, the Administrative Agent shall be conclusively presumed to be acting as agent for the Secured
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Parties with full and valid authority so to act or refrain from acting, and no Grantor shall be under any obligation, or entitlement, to make any inquiry
respecting such authority.
 

ARTICLE VIII
Subordination of Indebtedness

 
Section 8.01          Subordination of All Grantor Claims.  As used herein, the term “Grantor Claims” shall mean all debts and obligations of any

Grantor, whether such debts and obligations now exist or are hereafter incurred or arise, or whether the obligation of the debtor thereon be direct, contingent,
primary, secondary, several, joint and several, or otherwise, and irrespective of whether such debts or obligations be evidenced by note, contract, open
account, or otherwise, and irrespective of the Person or Persons in whose favor such debts or obligations may, at their inception, have been, or may hereafter
be created, or the manner in which they have been or may hereafter be acquired by. After and during the continuation of an Event of Default, no Grantor shall
receive or collect, directly or indirectly, from any obligor in respect thereof any amount upon the Grantor Claims.
 

Section 8.02          Claims in Bankruptcy.  In the event of receivership, bankruptcy, reorganization, arrangement, debtor’s relief or other insolvency
proceedings involving any Grantor, (a) the Administrative Agent on behalf of the Secured Parties shall have the right to prove their claim in any proceeding,
so as to establish their rights hereunder and receive directly from the receiver, trustee or other court custodian, dividends and payments which would
otherwise be payable upon Grantor Claims and (b) each Grantor hereby assigns such dividends and payments to the Administrative Agent for the benefit of
the Secured Parties for application against the Obligations. Should the Administrative Agent or any Secured Party receive, for application upon the
Obligations, any such dividend or payment which is otherwise payable to any Grantor, and which, as between such Grantor, shall constitute a credit upon the
Grantor Claims, then upon Security Termination, the intended recipient shall become subrogated to the rights of the Administrative Agent and the other
Secured Parties to the extent that such payments to the Administrative Agent and the other Secured Parties on the Grantor Claims have contributed toward the
liquidation of the Obligations, and such subrogation shall be with respect to that proportion of the Obligations which would have been unpaid if the
Administrative Agent and the other Secured Parties had not received dividends or payments upon the Grantor Claims.
 

Section 8.03          Payments Held in Trust.  In the event that notwithstanding Section 8.01 and Section 8.02, any Grantor should receive any funds,
payments, claims or distributions that are prohibited by such Sections, then it agrees: (a) to hold in trust for the Administrative Agent and the other Secured
Parties an amount equal to the amount of all funds, payments, claims or distributions so received, and (b) that it shall have absolutely no dominion over the
amount of such funds, payments, claims or distributions except to pay them promptly to the Administrative Agent, for the benefit of the Secured Parties; and
each Grantor covenants promptly to pay the same to the Administrative Agent.
 

Section 8.04          Liens Subordinate.  Each Grantor agrees that, until Security Termination, any Liens securing payment of the Grantor Claims shall
be and remain inferior and subordinate to any Liens securing payment of the Obligations, regardless of whether such encumbrances in favor of such Grantor,
the Administrative Agent or any other Secured Party presently exist or are
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hereafter created or attach.  Without the prior written consent of the Administrative Agent, no Grantor, during the period prior to Security Termination, shall
(a) exercise or enforce any creditor’s right it may have against any debtor in respect of the Grantor Claims, or (b) foreclose, repossess, sequester or otherwise
take steps or institute any action or proceeding (judicial or otherwise, including without limitation the commencement of or joinder in any liquidation,
bankruptcy, rearrangement, debtor’s relief or insolvency proceeding) to enforce any Lien held by it.
 

Section 8.05          Notation of Records.  Upon the reasonable request of the Administrative Agent, all promissory notes and all accounts receivable
ledgers or other evidence of the Grantor Claims accepted by or held by any Grantor shall contain a specific written notice thereon that the indebtedness
evidenced thereby is subordinated under the terms of this Agreement.
 

ARTICLE IX
Miscellaneous

 
Section 9.01          Waiver.  No failure on the part of the Administrative Agent or any other Secured Party to exercise and no delay in exercising, and

no course of dealing with respect to, any right, remedy, power or privilege under any of the Financing Documents shall operate as a waiver thereof, nor shall
any single or partial exercise of any right, power or privilege under any of the Financing Documents preclude any other or further exercise thereof or the
exercise of any other right, remedy, power or privilege.  The rights, remedies, powers and privileges provided herein are cumulative and not exclusive of any
rights, remedies, powers and privileges provided by law.  The exercise by the Administrative Agent or any Secured Party of any one or more of the rights,
powers and remedies herein shall not be construed as a waiver of any other rights, powers and remedies, including, without limitation, any rights of set-off.
 

Section 9.02          Notices.  All notices and other communications provided for herein shall be given in the manner and subject to the terms of
Section 11.3 of the Credit Agreement; provided that any such notice, request or demand to or upon any Grantor shall be addressed to such Grantor at its
notice address set forth on Schedule 1.
 

Section 9.03          Payment of Expenses, Indemnities, Etc.
 

(a)           Each Grantor agrees that the Administrative Agent and each other Secured Party shall be entitled to reimbursement of its expenses incurred
hereunder and indemnification as provided in Article 9 of the Credit Agreement.
 

(b)           Any such amounts payable as provided hereunder shall be additional Obligations secured hereby and by the other Financing Documents. 
The provisions of this Section 9.03 shall remain operative and in full force and effect regardless of the termination of this Agreement or any other Financing
Document, the consummation of the transactions contemplated hereby, the repayment of the Obligations, the invalidity or unenforceability of any term or
provision of this Agreement or any other Financing Document, or any investigation made by or on behalf of the Administrative Agent or any other Secured
Party.
 

22



 
Section 9.04          Amendments in Writing.  None of the terms or provisions of this Agreement may be waived, amended, supplemented or otherwise

modified except in accordance with the Credit Agreement.
 

Section 9.05          Successors and Assigns.  The provisions of this Agreement shall be binding upon each Grantor and its successors and assigns and
shall inure to the benefit of the Administrative Agent and the other Secured Parties and their respective successors and assigns; provided that such transfers
and assignments are permitted by and have been made pursuant to the Credit Agreement.
 

Section 9.06          Invalidity.  In the event that any one or more of the provisions contained in this Agreement or in any of the Financing Documents
to which a Grantor is a party shall, for any reason, be held invalid, illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall
not affect any other provision of this Agreement or such other Financing Document.
 

Section 9.07          Counterparts.  This Agreement may be executed in any number of counterparts, all of which taken together shall constitute one
and the same instrument and any of the parties hereto may execute this Agreement by signing any such counterpart.
 

Section 9.08          Survival.  The obligations of the parties under Section 9.03 shall survive Security Termination.  To the extent that any payments
on the Obligations or proceeds of any Collateral are subsequently invalidated, declared to be fraudulent or preferential, set aside or required to be repaid to a
trustee, debtor in possession, receiver or other Person under any bankruptcy law, common law or equitable cause, then to such extent, the Obligations so
satisfied shall be revived and continue as if such payment or proceeds had not been received and the Administrative Agent’s and the other Secured Parties’
Liens, security interests, rights, powers and remedies under this Agreement and each Collateral Document shall continue in full force and effect.  In such
event, each Collateral Document shall be automatically reinstated and each Grantor shall take such action as may be reasonably requested by the
Administrative Agent to effect such reinstatement.
 

Section 9.09          Captions.  Captions and section headings appearing herein are included solely for convenience of reference and are not intended
to affect the interpretation of any provision of this Agreement.
 

Section 9.10          No Oral Agreements.  This Agreement, the Credit Agreement, the other Financing Documents embody the entire agreement and
understanding between the parties and supersede all other agreements and understandings between such parties relating to the subject matter hereof and
thereof.  This Agreement, the Credit Agreement, the other Financing Documents represent the final agreement between the parties and may not be
contradicted by evidence of prior, contemporaneous or subsequent oral agreements of the parties.  There are no unwritten oral agreements between the parties.
 

Section 9.11          Governing Law; Submission to Jurisdiction.  EXCEPT AS OTHERWISE SET FORTH IN THE MORTGAGES, THIS
AGREEMENT, EACH NOTE AND EACH OTHER FINANCING DOCUMENT, AND ALL MATTERS RELATING HERETO OR
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THERETO OR ARISING THEREFROM (WHETHER SOUNDING IN CONTRACT LAW, TORT LAW OR OTHERWISE), SHALL BE GOVERNED BY, AND
SHALL BE CONSTRUED AND ENFORCED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK, WITHOUT REGARD TO CONFLICTS
OF LAWS PRINCIPLES.  BORROWER HEREBY CONSENTS TO THE JURISDICTION OF ANY STATE OR FEDERAL COURT LOCATED WITHIN THE
BOROUGH OF MANHATTAN, CITY OF NEW YORK, STATE OF NEW YORK AND IRREVOCABLY AGREES THAT, SUBJECT TO ADMINISTRATIVE
AGENT’S ELECTION, ALL ACTIONS OR PROCEEDINGS ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE OTHER FINANCING
DOCUMENTS SHALL BE LITIGATED IN SUCH COURTS.  BORROWER EXPRESSLY SUBMITS AND CONSENTS TO THE JURISDICTION OF THE
AFORESAID COURTS AND WAIVES ANY DEFENSE OF FORUM NON CONVENIENS.  BORROWER HEREBY WAIVES PERSONAL SERVICE OF ANY
AND ALL PROCESS AND AGREES THAT ALL SUCH SERVICE OF PROCESS MAY BE MADE UPON BORROWER BY CERTIFIED OR REGISTERED
MAIL, RETURN RECEIPT REQUESTED, ADDRESSED TO BORROWER AT THE ADDRESS SET FORTH IN THIS AGREEMENT AND SERVICE SO
MADE SHALL BE COMPLETE TEN (10) DAYS AFTER THE SAME HAS BEEN POSTED.
 

Section 9.12          Waiver of Jury Trial.  EACH OF BORROWER, ADMINISTRATIVE AGENT AND LENDERS HEREBY IRREVOCABLY WAIVES
ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THE FINANCING
DOCUMENTS OR THE TRANSACTIONS CONTEMPLATED THEREBY AND AGREES THAT ANY SUCH ACTION OR PROCEEDING SHALL BE TRIED
BEFORE A COURT AND NOT BEFORE A JURY.  EACH OF BORROWER, ADMINISTRATIVE AGENT AND EACH LENDER ACKNOWLEDGES THAT
THIS WAIVER IS A MATERIAL INDUCEMENT TO ENTER INTO A BUSINESS RELATIONSHIP, THAT EACH HAS RELIED ON THE WAIVER IN
ENTERING INTO THIS AGREEMENT AND THE OTHER FINANCING DOCUMENTS, AND THAT EACH WILL CONTINUE TO RELY ON THIS WAIVER
IN THEIR RELATED FUTURE DEALINGS.  EACH OF BORROWER, ADMINISTRATIVE AGENT AND EACH LENDER WARRANTS AND REPRESENTS
THAT EACH HAS HAD THE OPPORTUNITY OF REVIEWING THIS JURY WAIVER WITH LEGAL COUNSEL, AND THAT EACH KNOWINGLY AND
VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS.
 

Section 9.13          Acknowledgments.  Each Grantor hereby acknowledges that:
 

(a)           it has been advised by counsel in the negotiation, execution and delivery of this Agreement;
 

(b)           neither the Administrative Agent nor any other Secured Party has any fiduciary relationship with or duty to any Grantor arising out of or in
connection with this Agreement, the Credit Agreement, or any of the other Financing Documents and the relationship between the Grantors, on the one hand,
and the Administrative Agent and the other Secured Parties, on the other hand, in connection herewith or therewith is solely that of debtor and creditor; and
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(c)           no joint venture is created hereby, by the Credit Agreement or any other Financing Document or by or otherwise exists by virtue of the

transactions contemplated hereby among the Secured Parties or among the Grantors and the Lenders.
 

(d)           Each party hereto agrees and covenants that it will not contest the validity or enforceability of any exculpatory provision of this Agreement
and the other Collateral Documents on the basis that the party had no notice or knowledge of such provision or that the provision is not “conspicuous.”
 

(e)           Each Grantor warrants and agrees that each of the waivers and consents set forth in this Agreement are made voluntarily and
unconditionally after consultation with outside legal counsel and with full knowledge of their significance and consequences, with the understanding that
events giving rise to any defense or right waived may diminish, destroy or otherwise adversely affect rights which such Grantor otherwise may have against
the Borrower, any other Grantor, the Administrative Agent or the other Secured Parties or any other Person or against any collateral.  If, notwithstanding the
intent of the parties that the terms of this Agreement shall control in any and all circumstances, any such waivers or consents are determined to be
unenforceable under applicable law, such waivers and consents shall be effective to the maximum extent permitted by law.
 

Section 9.14          Additional Grantors.  Each Subsidiary of the Borrower that is required to become a party to this Agreement pursuant to the Credit
Agreement and is not a signatory hereto shall become a Grantor for all purposes of this Agreement upon execution and delivery by such Subsidiary of an
Assumption Agreement in the form of Annex I.
 

Section 9.15          Set-Off.  Each Grantor agrees that, in addition to (and without limitation of) any right of set-off, bankers’ lien or counterclaim a
Secured Party may otherwise have, each Secured Party shall have the right and be, at its option, entitled to offset balances held by it or by any of its Affiliates
for account of any Grantor or any Subsidiary at any of its offices, in U.S. dollars or in any other currency against any principal of or interest on any of such
Secured Party’s Loans, or any other amount due and payable to such Secured Party hereunder, which is not paid when due (regardless of whether such
balances are then due to such Person), in which case it shall promptly notify the Borrower, the Administrative Agent and Lead Lenders thereof, provided that
such Secured Party’s failure to give such notice shall not affect the validity thereof.
 

Section 9.16          Releases.
 

(a)           Upon Payment in Full.  The grant of a security interest hereunder and all of rights, powers and remedies in connection herewith shall, to the
extent permitted by law, remain in full force and effect until Security Termination or in connection with a transaction described in clause (b) below.  Upon the
occurrence of Security Termination or a transaction described in clause (b) below, the Administrative Agent, at the written request and expense of the
Borrower, will promptly release, reassign and transfer the Collateral to the Grantors and declare this Agreement to be of no further force or effect subject to the
first sentence of Section 9.08 of this Agreement.
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(b)                                 Further Assurances.  Pursuant to Section 10.9 of the Credit Agreement, the Administrative Agent shall (i) release any Lien granted to or held

by the Administrative Agent under any Security Document constituting property sold or disposed of as part of or in connection with any disposition
permitted under any Financing Document (it being understood and agreed that Administrative Agent may conclusively rely without further inquiry on a
certificate of a Responsible Officer as to the sale or other disposition of property being made in full compliance with the provisions of the Financing
Documents) and (ii) release or subordinate any Lien granted to or held by the Administrative Agent under any Security Document constituting property
described in Section 5.2(d) of the Credit Agreement (it being understood and agreed that Administrative Agent may conclusively rely without further inquiry
on a certificate of a Responsible Officer as to the identification of any property described in Section 5.2(d) of the Credit Agreement). At the request and sole
expense of the Borrower, a Grantor shall be released from its obligations hereunder in the event that all the Capital Stock of such Grantor shall be sold,
transferred or otherwise disposed of in a transaction permitted by the Credit Agreement; provided that the Borrower shall have delivered to the
Administrative Agent, at least ten (10) Business Days prior to the date of the proposed release, a written request for release identifying the relevant Grantor
and the terms of the sale or other disposition in reasonable detail, including the price thereof and any expenses in connection therewith, together with a
certification by the Borrower stating that such transaction is in compliance with the Credit Agreement and the other Financing Documents.
 

(c)                                  Retention in Satisfaction.  Except as may be expressly applicable pursuant to Section 9-620 of the UCC, no action taken or omission to act
by the Administrative Agent or the other Secured Parties hereunder, including, without limitation, any exercise of voting or consensual rights or any other
action taken or inaction, shall be deemed to constitute a retention of the Collateral in satisfaction of the Obligations or otherwise to be in full satisfaction of
the Obligations, and the Obligations shall remain in full force and effect, until the Administrative Agent and the other Secured Parties shall have applied
payments (including, without limitation, collections from Collateral) towards the Obligations in the full amount then outstanding or until such subsequent
time as is provided in Section 9.16(a).
 

Section 9.17                              Intercreditor Agreements.  Notwithstanding anything herein to the contrary, (i) the liens and security interests granted to the
Administrative Agent for the benefit of the Secured Parties pursuant to this Agreement are expressly subject and subordinate to the liens and security interests
granted to Wilmington Trust, National Association, as collateral agent (and its permitted successors), for the benefit of the secured parties referred to below,
pursuant to the Security Agreement, dated as of May 22, 2015, (as amended, restated, amended and restated, supplemented or otherwise modified from time to
time), from the Borrower and the other “Obligors” referred to therein, in favor of Wilmington Trust, National Association, as collateral agent for the benefit of
the secured parties referred to therein and other First Lien Collateral Documents (as defined in the First/Second Lien Intercreditor Agreement) and to the liens
and security interests granted to any Other First Priority Lien Obligations Agent (as defined in the First/Second Lien Intercreditor Agreement) pursuant to any
Other First Priority Lien Obligations Security Document (as defined in the First/Second Lien Intercreditor Agreement) (as amended, supplemented or
otherwise modified from time to time), and (ii) the exercise of any right or remedy by the Administrative Agent hereunder is subject to the limitations and
provisions of the First/Second Lien Intercreditor Agreement. In the event of any conflict between the terms of the
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First/Second Lien Intercreditor Agreement and the terms of this Agreement, the terms of the First/Second Lien Intercreditor Agreement shall govern.
 

Section 9.18                              Reinstatement.  The obligations of each Grantor under this Agreement (including, without limitation, with respect to the guarantee
contained in the Guaranty and the provision of Collateral herein) shall continue to be effective, or be reinstated, as the case may be, if at any time payment, or
any part thereof, of any of the Obligations is rescinded or must otherwise be restored or returned by the Administrative Agent or any other Secured Party upon
the insolvency, bankruptcy, dissolution, liquidation or reorganization of the Borrower or any Grantor, or upon or as a result of the appointment of a receiver,
intervenor or conservator of, or trustee or similar officer for, the Borrower or any Grantor or any substantial part of its property, or otherwise, all as though
such payments had not been made.
 

Section 9.19                              Acceptance.  Each Grantor hereby expressly waives notice of acceptance of this Agreement, acceptance on the part of the
Administrative Agent and the other Secured Parties being conclusively presumed by their request for this Agreement and delivery of the same to the
Administrative Agent.
 

[Signatures begin next page]
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IN WITNESS WHEREOF, each of the undersigned has caused this Security Agreement to be duly executed and delivered as of the date first above

written.
 

GRANTORS: Warren Resources, Inc.
  
  

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Chief Financial Officer

  
  

Warren E&P, Inc.
Warren Marcellus LLC
Warren Resources of California, Inc.

  
  

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Treasurer

 
[Signature Page to Security Agreement]

 



 
Acknowledged and Agreed to
as of the date hereof by:

 
ADMINISTRATIVE AGENT: CORTLAND PRODUCTS CORP.
  
  

By: /s/ Emily Ergang Pappas
Name: Emily Ergang Pappas
Title: Associate Counsel

 
[Signature Page to Security Agreement]

 



 
Schedule 1

 
NOTICE ADDRESSES OF GRANTORS

 
Warren Resources, Inc.
1114 Ave of the Americas, 34  Floor
New York, NY 10036
 
Warren E&P, Inc.
100 Oceangate, Suite 950
Long Beach, CA 90802
 
Warren Marcellus LLC
1331 17th Street, Suite 720
Denver, CO 80202
 
Warren Resources of California, Inc.
100 Oceangate, Suite 950
Long Beach, CA 90802
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Schedule 2

 
[RESERVED]
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Schedule 3

 
FILINGS AND OTHER ACTIONS 

REQUIRED TO PERFECT SECURITY INTERESTS
 
1.                                      Filing of UCC-1 Financing Statements with respect to the Collateral with the Secretary of State of the state set forth below opposite each Grantor’s
name:
 

Owner/Pledgor
 

State(s)
Warren Resources, Inc. Maryland
Warren E&P, Inc. New Mexico
Warren Marcellus LLC Delaware
Warren Resources of California, Inc. California
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Schedule 4

 
CORRECT LEGAL NAME, LOCATION OF JURISDICTION OF ORGANIZATION, ORGANIZATIONAL IDENTIFICATION NUMBER,

TAXPAYER IDENTIFICATION NUMBER AND CHIEF EXECUTIVE OFFICE
 

Warren Resources, Inc.
 

Jurisdiction of Organization:  Maryland
Organizational Identification  Number: D10015659 (MD)
EIN: 11-3024080
Chief Executive Office:  1114 Ave of the Americas, 34  Floor, New York, NY 10036
 
Warren E&P, Inc.
 
Jurisdiction of Organization:  New Mexico
Organizational Identification Number:  762948(NM)
EIN:  85-0224052
Chief Executive Office:  100 Oceangate, Suite 950, Long Beach, CA 90802
 
Warren Marcellus LLC
 
Jurisdiction of Organization:  Delaware
Organizational Identification Number:  5557132 (DE)
EIN: 47-1370150
Chief Executive Office:  1331 17th Street, Suite 720, Denver, CO 80202
 
Warren Resources of California, Inc.
 
Jurisdiction of Organization:  California
Organizational Identification Number:  2181533(CA)
EIN:  33-0980072
Chief Executive Office:  100 Oceangate, Suite 950, Long Beach, CA 90802
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Schedule 5

 
PRIOR NAMES AND PRIOR CHIEF EXECUTIVE OFFICE

 
1.                                      Warren Resources, Inc.
 

a.                                      Prior Names: N/A
 

b.                                      Prior Chief Executive Offices:
 

(a)                                 105 W. 3rd St., Suite 302, Roswell, NM 88201
 

(b)                                 800 Werner Court, Suite 295, Casper WY 82601
 

(c)                                  322 4th St., Rawlins, WY 82301
Delivery Address: PO Box 1619, Rawlins, WY 82301

 
2.                                      Warren E&P, Inc.
 

a.                                      Prior Names: Petroleum Development Corporation (name change in 2003)
 

b.                                      Prior Chief Executive Offices:
same as above

 
3.                                      Warren Marcellus LLC
 

a.                                      Prior Names: N/A
 

b.                                      Prior Chief Executive Offices:
same as above

 
4.                                      Warren Resources of California, Inc.
 

a.                                      Prior Names: N/A
 

b.                                      Prior Chief Executive Offices:
same as above
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Schedule 6

 
LOCATIONS OF INVENTORY, EQUIPMENT AND OTHER ASSETS CONSTITUTING 
COLLATERAL AND BOOKS AND RECORDS PERTAINING TO THE COLLATERAL

 
(excluding Oil and Gas Properties as defined in the Credit Agreement)

 
Company

 

Address
 

Landlord
 

Lease Term
Warren Resources, Inc. 1114 AVE OF THE

AMERICAS, NEW
YORK, NY 10036

1114 6  AVENUE CO. LLC May 31, 2023

Warren E&P, Inc. 100 OCEANGATE, SUITE 950,
LONG BEACH, CA 90802

And

39 WASHINGTON PARK ROAD,
TUNKHANNOCK, PA 18657

SEE BELOW

And

ALDERICE CO.

See below

And

September 1, 2017
(yard lease)
September 1, 2019 (office lease)

Warren Marcellus LLC 1331 17  STREET, SUITE 720,
DENVER, CO 80202

ZELLER-GBB, L.L.C. 78 months; on or about June 1, 2021

Warren Resources of
California, Inc.

100 OCEANGATE,
SUITE 950, LONG
BEACH, CA 90802

LEGACY PARTNERS I LONG
BEACH OCEANGATE, LLC

September 30, 2020
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Schedule 7

 
COMMERCIAL TORT CLAIMS

 
None having a potential value in excess of $1,500,000.
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Schedule 8

 
DEPOSIT AND SECURITIES ACCOUNTS

 
Company

 

Name and Address
 

Type of Account
 

Account Number
Warren Resources, Inc. JPMorgan Chase Bank 

395 North Service Road
Suite 302
Melville, NY 11747

Checking 4591517471

       
Warren Resources, Inc. JPMorgan Chase Bank

395 North Service Road 
Suite 302 
Melville, NY 11747

Checking 9015477

       
Warren E&P, Inc. JPMorgan Chase Bank

395 North Service Road
Suite 302
Melville, NY 11747

Checking 530503751

       
Warren Marcellus LLC JPMorgan Chase Bank

395 North Service Road
Suite 302
Melville, NY 11747

Checking 622696115

       
Warren Energy Services JPMorgan Chase Bank

395 North Service Road
Suite 302
Melville, NY 11747

Checking 957035209

       
Warren Resources, Inc. JPMorgan Chase Bank

395 North Service Road
Suite 302
Melville, NY 11747

Checking 530393794

       
Warren Development Corporation JPMorgan Chase Bank 

395 North Service Road
Suite 302
Melville, NY 11747

Checking 910859222

       
Warren Resources of California, Inc. JPMorgan Chase Bank

395 North Service Road
Suite 302
Melville, NY 11747

Checking 556892888
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Schedule 9

 
INTELLECTUAL PROPERTY

 
None that is owned by a Company and that is material to the conduct of any Company’s business.
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Annex I

 
Form of Assumption Agreement

 
ASSUMPTION AGREEMENT, dated as of                , 201  , made by,                               , a                 [corporation] (the “Additional Grantor”), in favor

of Cortland Products Corp., a Delaware corporation, as Administrative Agent for the Secured Parties (as defined below) (in such capacity, the “Administrative
Agent”).  All capitalized terms not defined herein shall have the meaning ascribed to them in such Credit Agreement.
 

W I T N E S S E T H:
 

WHEREAS, Warren Resources, Inc. (the “Borrower”), the Lenders and the Administrative Agent have entered into a Second Lien Credit Agreement,
dated as of October 22, 2015 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”);
 

WHEREAS, in connection with the Credit Agreement, the Borrower has entered into the Security Agreement, dated as of October 22, 2015 (as
amended, supplemented or otherwise modified from time to time, the “Security Agreement”) in favor of the Administrative Agent for the benefit of the
Secured Parties (as defined in the Security Agreement);
 

WHEREAS, the Credit Agreement requires the Additional Grantor to become a party to the Security Agreement; and
 

WHEREAS, the Additional Grantor has agreed to execute and deliver this Assumption Agreement in order to become a party to the Security
Agreement;
 

NOW, THEREFORE, IT IS AGREED:
 
1.                                      Security Agreement.  By executing and delivering this Assumption Agreement, the Additional Grantor, as provided in Section 9.14 of the Security
Agreement, hereby becomes a party to the Security Agreement as a Grantor thereunder with the same force and effect as if originally named therein as a
Grantor and, without limiting the generality of the foregoing, hereby expressly assumes all obligations and liabilities of a Grantor thereunder and expressly
grants to the Administrative Agent, for the benefit of the Secured Parties, a security interest in all Collateral owned by such Additional Grantor to secure all of
such Additional Grantor’s obligations and liabilities thereunder. The information set forth in Annex 1-A hereto is hereby added to the information set forth in
Schedules 1 through 6 to the Security Agreement.  The Additional Grantor hereby represents and warrants that each of the representations and warranties
contained in Article IV of the Security Agreement is true and correct on and as the date hereof (after giving effect to this Assumption Agreement) as if made
on and as of such date.
 
2.                                      Governing Law.  THIS ASSUMPTION AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE
WITH, THE LAW OF THE STATE OF NEW YORK.
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IN WITNESS WHEREOF, the undersigned has caused this Assumption Agreement to be duly executed and delivered as of the date first above

written.
 

[ADDITIONAL GRANTOR]
  
   

By:
Name:
Title:
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Annex II

 
Form of Intellectual Property Security Agreement

 
FORM OF INTELLECTUAL PROPERTY SECURITY AGREEMENT(1)

 
 

THIS [COPYRIGHT] [PATENT] [TRADEMARK] SECURITY AGREEMENT, dated as of [   ], 2015, is made by each of the entities listed on the
signature pages hereof (each a “Grantor” and, collectively, the “Grantors”), in favor of Cortland Products Corp., a Delaware corporation, as Administrative
Agent (in such capacity, together with its successors and permitted assigns, the “Administrative Agent”) for the Secured Parties (as defined in the Credit
Agreement referred to below) and the other Secured Parties.
 

W I T N E S S E T H:
 

WHEREAS, reference is made to the Second Lien Credit Agreement, dated as of October 22, 2015 (as the same may be amended, restated,
supplemented and/or modified from time to time, the “Credit Agreement”), among Warren Resources, Inc., as Borrower, the financial institutions and other
entities from time to time party thereto (the “Lenders”) and the Administrative Agent;
 

WHEREAS, each Grantor has agreed, pursuant to the terms of the Security Agreement, dated as of October 22, 2015, in favor of the Administrative
Agent (as such agreement may be amended, restated, supplemented or otherwise modified from time to time, the “Security Agreement”), to grant to the
Administrative Agent, for the benefit of the Secured Parties, a security interest in, among other property, the [Copyright] [Patent] [Trademark] Collateral (as
defined below);
 

WHEREAS, each Grantor is party to the Security Agreement, pursuant to which the Grantors are required to execute and deliver this [Copyright]
[Patent] [Trademark] Security Agreement;
 

NOW, THEREFORE, in consideration of the premises and to induce the Administrative Agent and the Lenders to enter into the Credit Agreement,
each Grantor hereby agrees with the Administrative Agent as follows:
 

Section 1.01.                          Defined Terms.  Capitalized terms used herein without definition are used as defined in the Security Agreement.
 

Section 1.02.                          Grant of Security Interest in [Copyright] [Trademark] [Patent] Collateral.  Each Grantor, as collateral security for the prompt and
complete payment and performance when due (whether at stated maturity, by acceleration or otherwise) of the Obligations of such Grantor, hereby mortgages,
pledges and hypothecates to the Administrative Agent for the benefit of the Secured Parties, and grants to the Administrative Agent for the
 

(1)   NTD: Separate agreements should be executed relating to each Grantor’s respective Copyrights, Patents, and Trademarks.
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benefit of the Secured Parties a Lien on and security interest in, all of its right, title and interest in, to and under the following Collateral of such Grantor (the
“[Copyright] [Patent] [Trademark] Collateral”):
 

(i)                                     [all of its Copyrights and all IP Licenses providing for the grant by or to such Grantor of any right under any Copyright, including,
without limitation, those referred to on Schedule 1 hereto;
 

(ii)                                  all renewals, reversions and extensions of the foregoing; and
 

(iii)                               all income, royalties, proceeds and liabilities at any time due or payable or asserted under and with respect to any of the foregoing,
including, without limitation, all rights to sue and recover at law or in equity for any past, present and future infringement, misappropriation, dilution,
violation or other impairment thereof.]
 
or
 

(b)                                 [all of its Patents and all IP Licenses providing for the grant by or to such Grantor of any right under any Patent, including, without
limitation, those referred to on Schedule 1 hereto;
 

(i)                                     all reissues, reexaminations, continuations, continuations-in-part, divisionals, renewals and extensions of the foregoing; and
 

(ii)                                  all income, royalties, proceeds and liabilities at any time due or payable or asserted under and with respect to any of the foregoing,
including, without limitation, all rights to sue and recover at law or in equity for any past, present and future infringement, misappropriation, dilution,
violation or other impairment thereof.]
 
or
 

(c)                                  [all of its Trademarks and all IP Licenses providing for the grant by or to such Grantor of any right under any Trademark, including, without
limitation, those referred to on Schedule 1 hereto;
 

(i)                                     all renewals and extensions of the foregoing;
 

(ii)                                  all goodwill of the business connected with the use of, and symbolized by, each such Trademark; and
 

(iii)                               all income, royalties, proceeds and liabilities at any time due or payable or asserted under and with respect to any of the foregoing,
including, without limitation, all rights to sue and recover at law or in equity for any past, present and future infringement, misappropriation, dilution,
violation or other impairment thereof.]
 

Section 1.03.                          Security Agreement.  The security interest granted pursuant to this [Copyright] [Patent] [Trademark] Security Agreement is
granted in conjunction with the security interest granted to the Administrative Agent pursuant to the Security Agreement and
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each Grantor hereby acknowledges and agrees that the rights and remedies of the Administrative Agent with respect to the security interest in the [Copyright]
[Patent] [Trademark] Collateral made and granted hereby are more fully set forth in the Security Agreement, the terms and provisions of which are
incorporated by reference herein as if fully set forth herein.
 

Section 1.04.                          Grantor Remains Liable.  Each Grantor hereby agrees that, anything herein to the contrary notwithstanding, such Grantor shall
assume full and complete responsibility for the prosecution, defense, enforcement or any other necessary or desirable actions in connection with their
[Copyrights] [Patents] [Trademarks] and IP Licenses subject to a security interest hereunder.
 

Section 1.05.                          Counterparts.  This [Copyright] [Patent] [Trademark] Security Agreement may be executed in any number of counterparts and by
different parties in separate counterparts, each of which when so executed shall be deemed to be an original and all of which taken together shall constitute
one and the same agreement.  Signature pages may be detached from multiple separate counterparts and attached to a single counterpart.
 

Section 1.06.                          Governing Laws.  This [Copyright] [Patent] [Trademark] Security Agreement and the rights and obligations of the parties hereto
shall be governed by, and construed and interpreted in accordance with, the law of the State of New York.
 

[SIGNATURE PAGES FOLLOW]
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IN WITNESS WHEREOF, each Grantor has caused this [Copyright] [Patent] [Trademark] Security Agreement to be executed and delivered by its

duly authorized officer as of the date first set forth above.
 

[GRANTOR]
as Grantor

  
By:

Name:
Title:

  
  
ACCEPTED AND AGREED
as of the date first above written:
  
CORTLAND PRODUCTS CORP.,

as Administrative Agent
  
By:

Name:
Title:

 
[SIGNATURE PAGE TO [COPYRIGHT] [PATENT] [TRADEMARK] SECURITY AGREEMENT]
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ACKNOWLEDGMENT OF GRANTOR

 
State of )

) ss.
County of )

 
On this     day of              , 201   before me personally appeared                     , proved to me on the basis of satisfactory evidence to be the person who

executed the foregoing instrument on behalf of                , who being by me duly sworn did depose and say that he is an authorized officer of said corporation,
that the said instrument was signed on behalf of said corporation as authorized by its Board of Directors and that he acknowledged said instrument to be the
free act and deed of said corporation.
 

 
  

Notary Public
 

[SIGNATURE PAGE TO [COPYRIGHT] [PATENT] [TRADEMARK] SECURITY AGREEMENT]
 

A2 - 5



 
SCHEDULE I 

TO
[COPYRIGHT] [PATENT] [TRADEMARK] SECURITY AGREEMENT

 
[Copyright] [Patent] [Trademark] Registrations

 
1.                                      REGISTERED [COPYRIGHTS] [PATENTS] [TRADEMARKS]
 

[Include Registration Number and Date]
 
2.                                      [COPYRIGHT] [PATENT] [TRADEMARK] APPLICATIONS
 

[Include Application Number and Date]
 
3.                                      IP LICENSES
 

[Include complete legal description of agreement (name of agreement, parties and date)]
 

Annex II - Schedule to [Copyright][Patent][Trademark] Security Agreement
 



Exhibit 10. 54
 

PLEDGE AGREEMENT
 

THIS PLEDGE AGREEMENT (as amended, restated, amended and restated, supplemented or otherwise modified from time to time, this
“Agreement”) is dated as of October 22, 2015 and is among WARREN RESOURCES, INC., a Maryland corporation (the “Borrower”), WARREN
RESOURCES OF CALIFORNIA, INC., a California corporation (“Warren California”), WARREN E&P, INC., a New Mexico corporation (“Warren E&P”),
WARREN MARCELLUS LLC, a Delaware limited liability company (“Warren Marcellus” and together with the Borrower, Warren California and Warren
E&P, the “Pledgors”), and Cortland Products Corp., a Delaware corporation, in its capacity as Administrative Agent under the Credit Agreement described
below (“Administrative Agent”).
 

W I T N E S S E T H
 

WHEREAS, the Borrower is party to that certain Second Lien Credit Agreement (as amended, restated, amended and restated, supplemented or
otherwise modified in writing from time to time, the “Credit Agreement”; capitalized terms used and not otherwise defined herein shall have the respective
meanings provided for in the Credit Agreement) dated as of even date herewith among the Borrower, the financial institutions or other entities from time to
time party thereto (the “Lenders”) and the Administrative Agent;
 

WHEREAS, Warren California, Warren E&P and Warren Marcellus are Subsidiaries of the Borrower; and
 

WHEREAS, it is a condition precedent to the availability of such loans and other financial accommodations under the Credit Agreement that each
Pledgor shall have made the pledges and granted the security interests contemplated by this Agreement in order to secure the payment and performance of the
Obligations.
 

NOW, THEREFORE, in consideration of the foregoing, and in order to induce Lenders to make the Loans and other financial accommodations
available to the Borrower under the Credit Agreement, each Pledgor hereby agrees with Administrative Agent, for its benefit and the benefit of Lenders, as
follows:
 

1.                                      Definitions.  Capitalized terms defined in the Credit Agreement and not otherwise defined herein shall have the respective meanings
provided for in the Credit Agreement.  References to “Sections” shall be to Sections of this Agreement unless otherwise specifically provided.  For purposes
hereof, “including” is not limiting and “or” is not exclusive.  All references to statutes and related regulations shall include any amendments of same and any
successor statutes and regulations.
 

2.                                      Bailee for Perfection.  So long as the First Lien Agent is acting as bailee and as agent for perfection or control on behalf of the
Administrative Agent pursuant to the terms of the First/Second Lien Intercreditor Agreement, any obligation of any Pledgor in this Agreement that requires
delivery or control of Pledged Collateral to, or in the possession or control of such Pledged Collateral with, the Administrative Agent shall be deemed
complied with and satisfied if such delivery of such Pledged Collateral is made to, or such possession or control of such Pledged Collateral is with, the First
Lien Agent.
 



 
3.                                      Pledge.  To secure the payment and performance of the Obligations, each Pledgor hereby pledges to Administrative Agent, for its benefit

and the benefit of the Secured Parties, and grants to Administrative Agent, for its benefit and the benefit of the Secured Parties, a security interest in, any and
all right, title and interest in and to the following (the “Pledged Collateral”):
 

(a)                                 all of the shares of the Capital Stock, membership interests, partnership interests and all other equity interests of each corporation,
limited liability company, limited partnership or other legal entity (collectively, the “Issuers” and each, an “Issuer”), identified on Exhibit A attached hereto
held by each Pledgor (the “Pledged Securities”), and the certificates (if any), representing the Pledged Securities, all options, warrants and other rights to
acquire additional shares of Capital Stock, membership interests, partnership interests and all other equity interests of each Issuer, and the shares, membership
interests, partnership interests and other equity interests underlying such rights and all distributions, dividends (in the form of cash, securities or otherwise),
cash, instruments, chattel paper and other rights, property or proceeds and products from time to time received, receivable or otherwise distributed in respect
of or in exchange for any or all of the Pledged Securities;
 

(b)                                 all additional shares of the Capital Stock, membership interests, partnership interests and all other equity interests of each Issuer at
any time acquired by the Pledgors in any manner, and the certificates (if any), representing such additional shares, membership interests, partnership interests
and other equity interests (and any such additional shares, membership interests, partnership interests and other equity interests, with respect to which the
Pledgors shall execute and deliver to Administrative Agent a pledge supplement in the form of Exhibit B attached hereto (a “Pledge Supplement”), shall
constitute part of the Pledged Securities under this Agreement), together with all distributions, dividends (in the form of cash, securities or otherwise), cash,
instruments, chattel paper and other rights, property or proceeds and products from time to time received, receivable or otherwise distributed in respect of or
in exchange for any or all of such additional shares, membership interests, partnership interests and other equity interests; and
 

(c)                                  all proceeds of any of the foregoing.
 

Notwithstanding the foregoing or anything else to the contrary herein, the Pledged Collateral shall not include any Excluded Capital Stock.
 

“Excluded Capital Stock” shall mean (a) any Capital Stock with respect to which, in the reasonable judgment of the Lead Lenders and the Borrower,
the cost or other consequences of pledging such Capital Stock shall be excessive in view of the benefits to be obtained by Administrative Agent and the
Lenders therefrom, (b) solely in the case of any pledge of Capital Stock of any Foreign Subsidiary or FSHCO (in each case, that is owned directly by the
Borrower or a Guarantor) to secure the Obligations, any Capital Stock that is voting stock of such Foreign Subsidiary or FSHCO in excess of 65% of the
voting stock of such Subsidiary, (c) any Capital Stock to the extent the pledge thereof would be prohibited by any Requirement of Law, (d) Capital Stock of
any Person other than a Subsidiary to the extent the pledge of such Capital Stock is prohibited by contractual obligations existing on the Closing Date or at
the time such Capital Stock is acquired, (e) Capital Stock of any Subsidiary of a Foreign Subsidiary or FSHCO
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and (f) any Capital Stock of any Subsidiary to the extent that the pledge of such Equity Interests would result in material adverse tax consequences to the
Borrower or any Subsidiary as reasonably determined by the Borrower in consultation with the Lead Lenders (such consultation limited to the tax
consequences of such pledge of such Capital Stock).  For the avoidance of doubt, “Capital Stock” shall include Capital Stock, membership interests,
partnership interests and all other equity interests of each Issuer.
 

4.                                      Delivery of Pledged Collateral; UCC Financing Statements.
 

(a)                                 All certificates or instruments (if any), representing or evidencing any Pledged Collateral shall be delivered to and held by or on
behalf of Administrative Agent (or First Lien Agent as required pursuant to the terms of the First/Second Lien Intercreditor Agreement) pursuant hereto and
shall either be in suitable form for transfer by delivery, or shall be accompanied by duly executed undated instruments of transfer or assignment in blank, all
in form and substance satisfactory to Administrative Agent.  Notwithstanding the preceding sentence, all Pledged Collateral must be delivered or transferred
in such manner, and each Pledgor shall take all such further action as may be requested by Administrative Agent, as to permit Administrative Agent to be a
“protected purchaser” to the extent of its security interest as provided in Section 8-303 of the UCC (if Administrative Agent otherwise qualifies as a protected
purchaser).
 

(b)                                 Each Pledgor hereby authorizes Administrative Agent to file one or more UCC financing or continuation statements, and
amendments thereto (or similar documents required by any laws of any applicable jurisdiction), relating to all or any part of the Pledged Collateral without
the signature of such Pledgor (to the extent such signature is required under the laws of any applicable jurisdiction).
 

5.                                      Representations and Warranties.  Each Pledgor represents and warrants as follows:
 

(a)                                 Exhibit A attached hereto completely and accurately identifies, as of the Closing Date, (i) the number of issued and outstanding
equity interests of each Issuer held by each Pledgor and (ii) the percentage of each Pledgor’s ownership of the aggregate issued and outstanding equity
interests of each Issuer.  Each Pledged Security has been duly and validly authorized and issued to each Pledgor and, if applicable, is fully paid and non-
assessable.
 

(b)                                 The delivery of the Pledged Securities to Administrative Agent (or First Lien Agent as required pursuant to the terms of the
First/Second Lien Intercreditor Agreement) pursuant to this Agreement (and, with respect to Pledged Securities consisting of membership interests or
partnership interests that are not “securities” under Article 8 of the UCC, the filing in the appropriate filing office of a UCC financing statement describing
the same as collateral), is effective to create a valid and perfected second priority security interest in the Pledged Collateral, free of any adverse claim,
securing the payment of the Obligations. Subject only to the consummation of the delivery described in the immediately preceding sentence (and, if
applicable, the filing of a financing statement described in such sentence), Administrative Agent, for the benefit of the Secured Parties, has a valid and
perfected second priority security interest in the Pledged Collateral, securing the payment of the Obligations, and such security interest is
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entitled to all of the rights, priorities and benefits afforded by the UCC or other applicable law as enacted in any relevant jurisdiction which relates to
perfected security interests.
 

(c)                                  To the extent any Pledged Security consisting of either (i) a membership interest in an Issuer that is a limited liability company or
(ii) a partnership interest in an Issuer that is a partnership, such Pledged Security shall, by its terms, provide that it is a “security” governed by Article 8 of the
UCC.
 

(d)                                 This Agreement constitutes a valid and binding obligation of each Pledgor, enforceable against such Pledgor in accordance with
its terms, except as enforcement may be limited by bankruptcy, insolvency, or similar laws relating to the enforcement of creditors’ rights generally and by
general equitable principles.
 

(e)                                  No authorization, approval or other action by, and no notice to or filing with, any domestic or foreign governmental authority or
regulatory body or consent of any other Person is required for (i) the pledge and grant of a security interest by each Pledgor pursuant to this Agreement,
(ii) the execution, delivery or performance of this Agreement by each Pledgor or (iii) the exercise by Administrative Agent of its rights and remedies
hereunder (except as may have been taken by or at the direction of such Pledgor or Administrative Agent and except as may be required in connection with
any disposition of the Pledged Collateral by laws affecting the offering and sale of securities generally).  Except for the filing of a UCC financing statement
in the case of any Pledged Securities consisting of membership interests or partnership interests that are not “securities” under Article 8 of the UCC, no
authorization, approval or other action by, and no notice to or filing with, any domestic or foreign governmental authority or regulatory body or consent of
any other Person is required for the perfection of Administrative Agent’s security interest in the Pledged Collateral.
 

(f)                                   None of the Pledged Securities constitutes margin stock, as defined in Regulation T, U or X of the Board of Governors of the
Federal Reserve System.
 

(g)                                  All information heretofore, herein or hereafter supplied to Administrative Agent by or on behalf of each Pledgor with respect to the
Pledged Collateral is and will be accurate and complete in all material respects.
 

(h)                                 Each Pledgor has caused each Issuer to record on its books and records that the Pledged Securities are subject to the pledge and
security interest created hereby.
 

(i)                                     All representations and warranties of each Pledgor contained in this Agreement shall survive the execution and delivery of this
Agreement.
 

6.                                      Covenants; Further Assurances.
 

(a)                                 Each Pledgor shall, from time to time, at its expense, promptly execute and deliver all further instruments, documents and notices
and take all further action that Administrative Agent or Lenders may reasonably request, in order to create, perfect and protect any security interest granted or
purported to be granted by this Agreement or to enable Administrative Agent to exercise and enforce its rights and remedies hereunder.  Without limiting the
generality of the foregoing, each Pledgor will, upon Administrative Agent or
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Lenders’ request, appear in and defend any action or proceeding that may affect each Pledgor’s title to or Administrative Agent’s security interest in the
Pledged Collateral.
 

(b)                                 Each Pledgor shall furnish to Administrative Agent, from time to time upon request, statements and schedules further identifying,
updating, and describing the Pledged Collateral and such other information, reports and evidence concerning the Pledged Collateral as Administrative Agent
or Lenders may reasonably request, all in reasonable detail.
 

(c)                                  Each Pledgor shall not change its name, type of organization or jurisdiction of organization.
 

(d)                                 Except as otherwise permitted herein or by the Credit Agreement, each Pledgor shall not (i) sell, assign (by operation of law or
otherwise), or otherwise dispose of, or grant any option or similar right with respect to, any of the Pledged Collateral; or (ii) create or suffer to exist any Lien
upon or with respect to any of the Pledged Collateral except for the Lien in favor of Administrative Agent securing the Obligations and, to the extent
permitted by the Credit Agreement, Liens in favor of the First Lien Agent.  In addition, each Pledgor shall not use or permit the use of any Pledged Collateral
in violation of any provision of applicable law and shall not do anything to impair the rights of Administrative Agent in any of the Pledged Collateral.
 

(e)                                  Except as otherwise permitted herein or by the Credit Agreement, each Pledgor agrees that it will not vote to enable, and will not
otherwise permit, any Issuer to (i) issue any stock, membership interests or other securities (including any warrants, options, subscriptions or the like for the
purchase of stock, membership interests or other securities), in addition to or in substitution for any of the Pledged Securities to any Person other than the
Pledgors or a Wholly-Owned Subsidiary of the Pledgors or (ii) dissolve, liquidate, retire any of its stock or membership interests, reduce its capital or merge or
otherwise consolidate with any other Person.
 

(f)                                   If, while this Agreement is in effect, the Pledgors shall become entitled to receive or shall receive any shares of Capital Stock,
membership interests, partnership interests or any other equity interests of any Issuer, the Pledgors agree, in each case, to accept the same as Administrative
Agent’s agent and to hold the same in trust for Administrative Agent, and to deliver the same forthwith to Administrative Agent (or First Lien Agent as
required pursuant to the terms of the First/Second Lien Intercreditor Agreement) in the exact form received, with the endorsement of the Pledgors where
necessary and/or with duly executed undated instruments of transfer or assignment, in blank, all in form and substance satisfactory to Administrative Agent,
to be held by Administrative Agent (or First Lien Agent as required pursuant to the terms of the First/Second Lien Intercreditor Agreement), subject to the
terms hereof, as part of the Pledged Securities.  Each Pledgor shall promptly deliver to Administrative Agent a Pledge Supplement, duly executed by such
Pledgor, with respect to such additional equity interests.  Each Pledgor hereby authorizes Administrative Agent to attach each Pledge Supplement to this
Agreement.
 

(g)                                  Each Pledgor shall at all times cause any membership interest or partnership interest comprising the Pledged Collateral to be a
“security” within the meaning of, and to be governed by Article 8 of the UCC as in effect under the laws of any state having
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jurisdiction and shall not cause or permit any Issuer to “opt out” or to take any other action seeking to establish that any membership interest or partnership
interest of the Pledged Collateral is not as a “security” or is not be certificated.

 
7.                                      [Reserved].

 
8.                                      Additional Pledgors.  The initial Pledgors hereunder shall be the Persons that are signatories hereto.  From time to time subsequent to the

date hereof, additional Persons may become parties hereto as additional Pledgors (each an “Additional Pledgor”) by executing a Pledge Supplement in the
form of Exhibit B attached hereto (or such other form as may be satisfactory to the Lead Lenders and Administrative Agent).  Upon delivery of any such
Pledge Supplement to Administrative Agent, notice of which is hereby waived by Pledgors, each such Additional Pledgor shall be a Pledgor and shall be a
party hereto as if such Additional Pledgor were an original signatory hereof.  Each Pledgor expressly agrees that its obligations arising hereunder shall not be
affected or diminished by the addition or release of any other Pledgor hereunder, or by any election by Administrative Agent or any Lenders not to cause any
Subsidiary of the Borrower to become an Additional Pledgor hereunder.  This Agreement shall be fully effective as to any Pledgor that is or becomes a party
hereto regardless of whether any such Person becomes or fails to become or ceases to be a Pledgor hereunder.
 

9.                                      Voting Rights; Dividends; Etc.
 

(a)                                 So long as no Event of Default has occurred and is then continuing:
 

(i)                                     Each Pledgor shall be entitled to exercise any and all voting and other consensual rights pertaining to the Pledged
Collateral, or any part thereof, for any purpose not inconsistent with the terms of this Agreement or the Credit Agreement; and
 

(ii)                                  To the extent permitted under the Credit Agreement, each Pledgor shall be entitled to receive all distributions, dividends
(in the form of cash, securities or otherwise), cash, instruments, chattel paper and other rights, property or proceeds and products from time to time received,
receivable or otherwise distributed in respect of the Pledged Collateral.
 

(b)                                 At any time that an Event of Default has occurred and is then continuing:
 

(i)                                     All rights of each Pledgor to exercise voting and other consensual rights in respect of the Pledged Collateral shall
immediately cease to be effective and all such voting and other consensual rights shall become vested in Administrative Agent (or First Lien Agent as
provided in the First/Second Lien Intercreditor Agreement) and Administrative Agent (or First Lien Agent as provided in the First/Second Lien Intercreditor
Agreement) shall thereupon have the sole right to exercise such voting and other consensual rights (including, without limitation, the right to vote in favor
of, and to exchange any or all of the Pledged Collateral upon, the consolidation, recapitalization, merger or other reorganization with respect to an Issuer). In
order to effect the foregoing, each Pledgor hereby grants to Administrative Agent an irrevocable proxy to vote the Pledged Collateral and, any time that an
Event of Default exists, each Pledgor agrees to execute such other proxies as Administrative Agent may request; and
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(ii)                                  All rights of each Pledgor to receive and retain any distributions, dividends (in the form of cash, securities or otherwise),

instruments, chattel paper or other property paid or payable with respect to any of the Pledged Collateral shall immediately cease and any such distributions,
dividends (in the form of cash, securities or otherwise), instruments, chattel paper or other property paid or payable with respect to any of the Pledged
Collateral shall be paid to Administrative Agent (for application to the Obligations as set forth in Section 15, with respect to any cash or cash equivalents, or
to be held by Administrative Agent as additional security for the Obligations, with respect to any other type of property).  Any distributions, dividends (in the
form of cash, securities or otherwise), instruments, chattel paper or other property paid or payable with respect to any of the Pledged Collateral and received
by each Pledgor contrary to the provisions of this Agreement, and not required to be remitted to the First Lien Agent for the payment of First Lien Debt in
accordance with the First Lien Credit Agreement and the First/Second Lien Intercreditor Agreement, shall be received in trust for the benefit of
Administrative Agent, shall be segregated from other assets (including, in the case of cash or cash equivalents, other funds), of the Pledgors and shall be
forthwith paid to Administrative Agent (for application to the Obligations as set forth in Section 15, with respect to any cash or cash equivalents, or to be
held by Administrative Agent as additional security for the Obligations, with respect to any other type of property).
 

10.                               Administrative Agent Appointed Attorney-in-Fact.  Each Pledgor hereby irrevocably appoints Administrative Agent, its nominee, and any
other Person whom Administrative Agent may designate, as each Pledgor’s attorney-in-fact, with full power during the existence of any Event of Default, to
take any action (including the completion and presentation of any proxy) and to execute any instrument that such attorney-in-fact may deem necessary or
advisable to accomplish the purposes of this Agreement, including, without limitation, to (i) receive, endorse and collect all instruments (or other property, as
applicable), made payable to each Pledgor representing any distribution in respect of the Pledged Collateral or any part thereof; (ii) exercise the voting and
other consensual rights pertaining to the Pledged Collateral; and (iii) sell, transfer, pledge, make any agreement with respect to or otherwise deal with any of
the Pledged Collateral as fully and completely as though such attorney-in-fact was the absolute owner thereof for all purposes, and to do, at such attorney-in-
fact’s option and each Pledgor’s expense, at any time or from time to time, all acts and things that such attorney-in-fact deems necessary to protect, preserve
or realize upon the Pledged Collateral.  Each Pledgor hereby ratifies and approves all acts of any such attorney-in-fact made or taken pursuant to this
Section 10 and agrees that neither Administrative Agent nor any other Person designated as an attorney-in-fact by Administrative Agent shall be liable for
any acts, omissions, errors of judgment or mistakes of fact or law (other than, and only to the extent of, such Person’s gross negligence or willful misconduct
as determined by a final non-appealable judgment of a court of competent jurisdiction).  The foregoing powers of attorney, being coupled with an interest, are
irrevocable until the Obligations have been fully paid.
 

11.                               Administrative Agent May Perform.  If any Pledgor fails to perform any agreement contained herein, Administrative Agent may itself
perform, or cause performance of, such agreement, and the expenses of Administrative Agent incurred in connection therewith shall be payable by any
Pledgor under Section 16 hereof, and be a part of the Obligations.
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12.                               Limitation on Duty of Administrative Agent with Respect to the Pledged Collateral.  Beyond the safe custody thereof, each Pledgor agrees

that Administrative Agent shall have no duties concerning the custody and preservation of any Pledged Collateral in its possession (or in the possession of
any agent of Administrative Agent), or with respect to any income thereon or the preservation of rights against prior parties or any other rights pertaining
thereto.  Administrative Agent shall be deemed to have exercised reasonable care in the custody and preservation of the Pledged Collateral in its possession if
the Pledged Collateral is accorded treatment substantially equal to that which it accords its own property.  Administrative Agent shall not be liable or
responsible for any loss or damage to any of the Pledged Collateral, or for any diminution in the value thereof, by reason of the act or omission of any agent
selected by Administrative Agent in good faith.  It is expressly agreed that Administrative Agent shall have no responsibility for (i) ascertaining or taking
action with respect to calls, conversions, exchanges, maturities, tenders or other matters relative to any Pledged Collateral, whether or not Administrative
Agent has or is deemed to have knowledge of such matters, or (ii) taking any necessary steps to preserve rights against any parties with respect to any Pledged
Collateral, but Administrative Agent may do so and all expenses incurred in connection therewith shall be payable by and for the sole account of each
Pledgor.
 

13.                               Remedial Provisions.
 

(a)                                 Upon the occurrence and during the continuance of an Event of Default, Administrative Agent and its attorneys may exercise in
respect of the Pledged Collateral, in addition to other rights and remedies provided for herein or otherwise available to it, all the rights and remedies of a
secured party under the UCC (whether or not the UCC applies to the affected Pledged Collateral), and Administrative Agent may also, without demand,
advertisement or notice of any kind (other than the notice specified below relating to a public or private sale), sell the Pledged Collateral or any part thereof
in one or more portions at one or more public or private sales or dispositions, at any exchange, broker’s board or at any of Administrative Agent’s offices (or
those of Administrative Agent’s attorneys), or elsewhere, for cash, on credit, or for future delivery, at such price or prices and upon such other terms as
Administrative Agent deems advisable.  Each Pledgor agrees that, to the extent notice of sale shall be required by law, at least ten (10) days’ notice to such
Pledgor of the time and place of any public sale or the time after which any private sale is to be made shall constitute reasonable notification of such matters;
provided, that no notification need be given to such Pledgor if it has authenticated after default a statement renouncing or modifying any right to notification
of sale or other intended disposition.  At any sale of the Pledged Collateral, if permitted by law, Administrative Agent may bid (which bid may be, in whole or
in part, in the form of cancellation of indebtedness), for the purchase of the Pledged Collateral or any portion thereof free of any right or equity of redemption
in each Pledgor.  Administrative Agent shall not be obligated to make any sale of Pledged Collateral regardless of notice of sale having been given. 
Administrative Agent may adjourn any public or private sale from time to time by announcement at the time and place fixed therefor, and such sale may,
without further notice, be made at the time and place to which it was so adjourned.
 

(b)                                 Each Pledgor recognizes that Administrative Agent may be unable to effect a public sale of all or part of the Pledged Collateral
and may be compelled to resort to one or more private sales to a restricted group of purchasers who will be obligated to agree, among
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other things, to acquire such Pledged Collateral for their own account, for investment and not with a view to the distribution or resale thereof.  Each Pledgor
acknowledges that any such private sales may be at prices and on terms less favorable to the seller than if sold at public sales and agrees that such private
sales shall be deemed to have been made in a commercially reasonable manner, and that Administrative Agent shall be under no obligation to delay a sale of
any of the Pledged Collateral for the period of time necessary to permit the Issuer of such Pledged Collateral to register such securities for public sale under
the Securities Act of 1933, or under any other applicable requirement of law, even if such Issuer would agree to do so. To the extent permitted by law, each
Pledgor hereby specifically waives (and, as applicable, releases), any right or equity of redemption, and any right of stay or appraisal, which such Pledgor has
or may have under any law now existing or hereafter enacted.
 

(c)                                  Each Pledgor acknowledges that neither Administrative Agent nor any of the Lenders shall be liable for any failure or delay in
realizing upon or collecting the Obligations, or any guaranty thereof or collateral security therefore; and each Pledgor further acknowledges that neither
Administrative Agent nor any Lender shall have any duty to take any action with respect thereto.
 

14.                               Remedies Cumulative.  No failure on the part of Administrative Agent to exercise, and no delay in exercising and no course of dealing with
respect to, any power, privilege or right under this Agreement or any other Financing Document shall operate as a waiver thereof; nor shall any single or
partial exercise by Administrative Agent of any power, privilege or right under this Agreement or any other Financing Document preclude any other or
further exercise thereof or the exercise of any other such power, privilege or right.  The powers, privileges and rights in this Agreement and the other
Financing Documents are cumulative and are not exclusive of any other remedies provided by law.
 

15.                               Application of Proceeds.  Upon the occurrence and during the continuance of an Event of Default, the proceeds of any sale or disposition
of, or other realization upon, all or any part of the Pledged Collateral shall be applied in a manner consistent with the provisions of Section 8.6 of the Credit
Agreement.  Any excess balance remaining shall be delivered to each Pledgor, and each Pledgor shall remain liable for any deficiency remaining unpaid after
the foregoing application.
 

16.                               Expenses.  Without limiting each Pledgor’s obligations under the Credit Agreement or any other Financing Document, each Pledgor hereby
agrees to promptly pay all fees, costs and expenses (including attorney’s fees and expenses), in connection with (a) maintaining the Pledged Collateral,
(b) creating, perfecting, protecting and enforcing Administrative Agent’s Lien on the Pledged Collateral, (c) selling or otherwise disposing of the Pledged
Collateral, (d) paying any amount required under any provision of applicable law (including, without limitation, Section 9-615(a)(3) of the UCC) or (e) any
other matters contemplated by or arising out of this Agreement with respect to the Pledged Collateral.  If any Pledgor fails to promptly pay any portion of the
above fees, costs and expenses when due or to perform any other obligation of such Pledgor under this Agreement, Administrative Agent or any Lender may,
at its option, but shall not be required to, pay or perform the same and charge such Pledgor’s account for all fees, costs and expenses incurred therefor, and
such Pledgor agrees to reimburse Administrative Agent or such Lender therefor on demand.  All sums so paid or
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incurred by Administrative Agent or any Lender for any of the foregoing, any and all other sums for which any Pledgor may become liable hereunder and all
fees, costs and expenses (including attorneys’ fees, legal expenses and court costs) incurred by Administrative Agent or any Lender in enforcing or protecting
any of their rights or remedies under this Agreement shall be payable on demand, shall constitute Obligations, shall bear interest until paid at the highest rate
provided in the Credit Agreement and shall be secured by the Pledged Collateral. Notwithstanding the forgoing, it is understood and agreed that the expense
provisions of Section 9.1 of the Credit Agreement shall be incorporated herein as is specifically set forth herein, mutatis mutandis.
 

17.                               Termination of Lien; Release of Pledged Collateral.  Administrative Agent and Lenders agree that upon payment in full of all Obligations,
the Lien provided for hereunder shall terminate and all rights to the Pledged Collateral shall revert to each Pledgor.  Administrative Agent and Lenders
further agree that upon such termination, Administrative Agent shall, at the expense of the Pledgors, execute and deliver to the Pledgors such documents as
the Pledgors shall reasonably request to evidence such termination.
 

18.                               Changes in Writing.  No amendment, modification, termination or waiver of any provision of this Agreement shall be effective except by a
written instrument executed by the affected Pledgor(s) and Administrative Agent in accordance with Section 11.5 of the Credit Agreement; provided,
however, that this Agreement may be supplemented (but no existing provisions may be modified and no Collateral may be released) through agreements
substantially in the form of Exhibit B, in each case duly executed by each Pledgor directly affected thereby.
 

19.                               Notices.  All notices, approvals, requests, demands and other communications hereunder shall be given in accordance with the notice
provision of the Credit Agreement.
 

20.                               Successors and Assigns.  This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors
and assigns, except that the Pledgors may not assign their rights or obligations hereunder without the prior written consent of Administrative Agent.  No sales
of participations, other sales, assignments, transfers or other dispositions of any agreement governing or instrument evidencing the Obligations or any portion
thereof or interest therein shall in any manner impair the Lien granted to Administrative Agent, for the benefit of the Secured Parties, hereunder.
 

21.                               Waivers.  In addition to, and not in lieu of, any other waivers herein, each Pledgor waives to the greatest extent it may lawfully do so, and
agrees that it shall not at any time insist upon, plead or in any manner whatever claim or take the benefit or advantage of, any appraisal, valuation, stay,
extension, marshalling of assets, redemption or similar law, or exemption, whether now or at any time hereafter in force, which may delay, prevent or
otherwise affect the performance by each Pledgor of its obligations under, or the enforcement by Administrative Agent of, this Agreement.  Each Pledgor
hereby waives diligence, presentment and demand (whether for nonpayment or protest or of acceptance, maturity, extension of time, change in nature or form
of the Obligations, acceptance of further security, release of further security, composition or agreement arrived at as to the amount of, or the terms of the
Obligations, notice of adverse change in any Person’s financial condition or any other fact which might materially increase the risk to each Pledgor), with
respect to any of the Obligations or all other demands
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whatsoever and waives the benefit of all provisions of law which are or might be in conflict with the terms of this Agreement.
 

22.                               Indemnity.  Each Pledgor hereby agrees to indemnify, pay and hold harmless Administrative Agent and the Lenders and the officers,
directors, employees and counsel of Administrative Agent and the Lenders (collectively called the “Indemnitees”), from and against any and all liabilities,
obligations, losses, damages, penalties, actions, judgments, suits, claims, costs, expenses and disbursements of any kind or nature whatsoever (including the
fees and disbursements of counsel for such Indemnitee), in connection with any investigative, administrative or judicial proceeding, whether or not such
Indemnitee shall be designated a party thereto and including any such proceeding initiated by or on behalf of any Pledgor or an Issuer, which may be
imposed on, incurred by or asserted against such Indemnitee as a result of or in connection with this Agreement or the enforcement by Administrative Agent
or any Lender of its rights and remedies hereunder, except that each Pledgor shall have no obligation hereunder to an Indemnitee with respect to any liability
resulting from the gross negligence or willful misconduct of such Indemnitee, as determined by a final non-appealable judgment of court of competent
jurisdiction.  To the extent that the undertaking set forth in the immediately preceding sentence may be unenforceable, each Pledgor shall contribute the
maximum portion which it is permitted to pay and satisfy under applicable law to the payment and satisfaction of all such indemnified liabilities incurred by
the Indemnitees or any of them.  The obligations to indemnify and pay the Indemnitees for fees and disbursements of counsel in connection with any
litigation, dispute, suit or proceeding relating to any Financing Document and in connection with any workout, collection, bankruptcy, insolvency and other
enforcement proceedings under any and all Financing Documents shall be limited as provided in Section 9.1 of the Credit Agreement.  Notwithstanding the
forgoing, it is understood and agreed that the indemnity provisions of Section 9.2 of the Credit Agreement shall be incorporated herein as is specifically set
forth herein, mutatis mutandis.
 

23.                               GOVERNING LAW; SUBMISSION TO JURISDICTION.  THIS AGREEMENT SHALL BE GOVERNED BY, AND SHALL BE
CONSTRUED AND ENFORCED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK, WITHOUT REGARD TO CONFLICTS
OF LAWS PRINCIPLES.  EACH PLEDGOR HEREBY CONSENTS TO THE JURISDICTION OF ANY STATE OR FEDERAL COURT LOCATED
WITHIN THE BOROUGH OF MANHATTAN, CITY OF NEW YORK, STATE OF NEW YORK AND IRREVOCABLY AGREES THAT, SUBJECT
TO ADMINISTRATIVE AGENT’S ELECTION, ALL ACTIONS OR PROCEEDINGS ARISING OUT OF OR RELATING TO THIS AGREEMENT
SHALL BE LITIGATED IN SUCH COURTS.  EACH PLEDGOR EXPRESSLY SUBMITS AND CONSENTS TO THE JURISDICTION OF THE
AFORESAID COURTS AND WAIVES ANY DEFENSE OF FORUM NON CONVENIENS.  EACH PLEDGOR HEREBY WAIVES PERSONAL
SERVICE OF ANY AND ALL PROCESS AND AGREES THAT ALL SUCH SERVICE OF PROCESS MAY BE MADE UPON EACH PLEDGOR BY
CERTIFIED OR REGISTERED MAIL, RETURN RECEIPT REQUESTED, ADDRESSED TO EACH PLEDGOR IN ACCORDANCE WITH THE
PROVISIONS OF SECTION 19 HEREOF AND SERVICE SO MADE SHALL BE DEEMED TO BE COMPLETE TEN (10) DAYS AFTER THE SAME
HAS BEEN POSTED.
 

11



 
24.                               WAIVER OF JURY TRIAL.  EACH OF THE PLEDGORS AND ADMINISTRATIVE AGENT HEREBY IRREVOCABLY WAIVES

ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY AND AGREES THAT ANY SUCH ACTION OR PROCEEDING SHALL BE
TRIED BEFORE A COURT AND NOT BEFORE A JURY.
 

25.                               Counterparts; Integration.  This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same
effect as if the signatures thereto and hereto were upon the same instrument.  Delivery of an executed signature page by facsimile or other electronic
transmission (e.g. “pdf” or “tif” format) shall be effective as delivery of a manually executed counterparty hereof.  This Agreement constitutes the entire
agreement and understanding among the parties hereto and supersedes any and all prior agreements and understandings, oral or written, relating to the
subject matter hereof.
 

26.                               Intercreditor Agreement.  Notwithstanding anything herein to the contrary, (i) the liens and security interests granted to the Administrative
Agent for the benefit of the Secured Parties pursuant to this Agreement are expressly subject and subordinate to the liens and security interests granted to
Wilmington Trust, National Association, as collateral agent (and its permitted successors), for the benefit of the secured parties referred to below, pursuant to
the Security Agreement, dated as of May 22, 2015, (as amended, restated, amended and restated, supplemented or otherwise modified from time to time), from
the Borrower and the other “Obligors” referred to therein, in favor of Wilmington Trust, National Association, as collateral agent for the benefit of the secured
parties referred to therein and other First Lien Collateral Documents (as defined in the First/Second Lien Intercreditor Agreement) and to the liens and
security interests granted to any Other First Priority Lien Obligations Agent (as defined in the First/Second Lien Intercreditor Agreement) pursuant to any
Other First Priority Lien Obligations Security Document (as defined in the First/Second Lien Intercreditor Agreement) (as amended, supplemented or
otherwise modified from time to time), and (ii) the exercise of any right or remedy by the Administrative Agent hereunder is subject to the limitations and
provisions of the First/Second Lien Intercreditor Agreement. In the event of any conflict between the terms of the First/Second Lien Intercreditor Agreement
and the terms of this Agreement, the terms of the First/Second Lien Intercreditor Agreement shall govern.
 

27.                               Headings.  Headings and captions used in this Agreement are included for convenience of reference and shall not be given any substantive
effect.
 

28.                               General Terms and Conditions.  In addition to and without limitation of any of the foregoing, this Agreement shall be deemed to be a
Financing Document and shall otherwise be subject to all of general terms and conditions contained in Article 11 of the Credit Agreement, mutatis mutandi.
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Witness the due execution hereof by the respective duly authorized officer of the undersigned as of the day first above written.

 
WARREN RESOURCES, INC., a Maryland
corporation, as Pledgor

  
  

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Chief Financial Officer

   
   

WARREN RESOURCES OF CALIFORNIA, INC.,
a California corporation, as Pledgor

  
  

WARREN E&P, INC., a New Mexico corporation, as
Pledgor

  
  

WARREN MARCELLUS LLC, a Delaware limited
liability company, as Pledgor

  
  

By: /s/ Stewart P. Skelly
Name: Stewart P. Skelly
Title: Vice President and Treasurer

 
[SIGNATURE PAGE TO PLEDGE AGREEMENT]

 



 
CORTLAND PRODUCTS CORP.,
as Administrative Agent

   
By: /s/ Emily Ergang Pappas

Name: Emily Ergang Pappas
Title: Associate Counsel

 
[SIGNATURE PAGE TO PLEDGE AGREEMENT]

 



 
Exhibit A

 
Identification of Pledged Securities

 

Pledgor Issuer

Class or 
Other 

Description 
of Pledged 
Securities

Certificate 
Number (if 
applicable)

Number of 
Pledged 
Securities

Total 
Outstanding 

Securities

Percentage 
of Total 

Outstanding 
Securities 

Pledged
Warren Resources, Inc. Warren

Resources of
California, Inc., a
California
corporation

Common stock 2 100 100 100%

Warren Resources, Inc. Warren
E&P, Inc., a New
Mexico
corporation

Common stock 1 223,662 223,662 100%

Warren Resources, Inc. Warren
Marcellus LLC, a
Delaware limited
liability
company

Membership
interests

N/A N/A N/A 100%

 



 
Exhibit B

 
Pledge Supplement

 
This Pledge Supplement is dated as of                   , 20       and is provided in accordance with the terms of the Pledge Agreement referenced below. 

The undersigned directs that this Pledge Supplement be attached to the Pledge Agreement, dated as of October 22, 2015, between the undersigned and
Cortland Products Corp., a Delaware corporation, in its capacity as Administrative Agent (the “Pledge Agreement”; capitalized terms used and not defined
herein having the meanings assigned thereto in the Pledge Agreement), and that the equity interests listed below shall be deemed to be part of the Pledged
Collateral.
 

[The undersigned agrees by its signature below to become a Pledgor under the Pledge Agreement with the same force and effect as if originally
named therein as a Pledgor, and the undersigned hereby agrees to all the terms and provisions of the Pledge Agreement applicable to it as a Pledgor
thereunder.]
 

The undersigned hereby certifies that the representations and warranties in Section 5 of the Pledge Agreement are and continue to be true and
correct, both as to the shares, instruments and any other property pledged prior to this Pledge Supplement and as to the shares, instruments and any other
property pledged pursuant to this Pledge Supplement.
 

The undersigned hereby represents and warrants that Exhibit A attached hereto completely and accurately identifies, as of the date set forth above,
(i) the number of issued and outstanding equity interests of each Issuer held by the undersigned and (ii) the percentage of the undersigned’s ownership of the
aggregate issued and outstanding equity interests of each Issuer.  Each Pledged Security has been duly and validly authorized and issued to the undersigned
and, if applicable, is fully paid and non-assessable.
 

The undersigned further agrees that this Pledge Supplement may be attached to the Pledge Agreement and that the Pledged Securities listed on this
Pledge Supplement are a part of the Pledged Securities referred to in the Pledge Agreement and shall secure all Obligations referred to in the Pledge
Agreement.
 

This Pledge Supplement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures
thereto and hereto were upon the same instrument.  Delivery of an executed signature page by facsimile or other electronic transmission (e.g. “pdf” or “tif”
format) shall be effective as delivery of a manually executed counterparty hereof.  This Pledge Supplement constitutes the entire agreement and
understanding among the parties hereto and supersedes any and all prior agreements and understandings, oral or written, relating to the subject matter hereof.
 

THIS PLEDGE SUPPLEMENT AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES HEREUNDER SHALL BE GOVERNED BY,
AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.
 



 
Any provision of this Pledge Supplement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the

extent of such prohibition or unenforceability without invalidating the remaining provisions hereof and in the Pledge Agreement, and any such prohibition
or unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.  The parties hereto shall
endeavor in good-faith negotiations to replace the invalid, illegal or unenforceable provisions with valid provisions the economic effect of which comes as
close as possible to that of the invalid, illegal or unenforceable provisions.
 

All notices, requests and demands pursuant hereto shall be made in accordance with Section 19 of the Pledge Agreement.  All communications and
notices hereunder to each party that becomes a Pledgor pursuant to this Pledge Supplement shall be given to it in care of the Borrower as contemplated by
Section 11.3 of the Credit Agreement.
 

In witness whereof, the undersigned and Administrative Agent have duly executed this Pledge Supplement as of the date first written above.
 

[NAME OF PLEDGOR], a [·], as Pledgor
   
   

By:
Name:
Title:

   
   

[      ], as Administrative Agent
   
   

By:
Name:
Title:

 



 
Exhibit A to Pledge Supplement

 
Identification of Pledged Securities

 

Pledgor Issuer
 

Class or 
Other 

Description 
of Pledged 
Securities

 

Certificate 
Number (if 
applicable)

 

Number of 
Pledged 
Securities

 

Total 
Outstanding 

Securities
 

Percentage 
of Total 

Outstanding 
Securities 

Pledged
             
             
             
 



Exhibit 10.55
 

GUARANTY
 

October 22, 2015
 

THIS GUARANTY (as amended, restated, amended and restated, supplemented or otherwise modified from time to time, this “Guaranty”) is dated as
of October 22, 2015 and is made by WARREN RESOURCES OF CALIFORNIA, INC., a California corporation (“Warren  California”), WARREN
E&P, INC., a New Mexico corporation (“Warren E&P”), and WARREN MARCELLUS LLC, a Delaware limited liability company (“Warren Marcellus”
and together with Warren California, Warren E&P and any other entity that becomes a party hereto from time to time after the date hereof as provided herein,
the “Guarantors”), in favor of CORTLAND PRODUCTS CORP., in its capacity as administrative agent under the Credit Agreement described below
(“Administrative Agent”).
 

W I T N E S S E T H
 

WHEREAS, the Warren Resources, Inc., a Maryland corporation (the “Borrower”), is party to that certain Second Lien Credit Agreement (as
amended, restated, amended and restated, supplemented or otherwise modified in writing from time to time, the “Credit Agreement”; capitalized terms used
and not otherwise defined herein shall have the respective meanings provided for in the Credit Agreement) dated as of even date herewith among the
Borrower, the financial institutions or other entities from time to time party thereto (the “Lenders”) and the Administrative Agent;
 

WHEREAS, each Guarantor is a Subsidiary of the Borrower; and
 

WHEREAS, as one of the conditions to making Loans and other financial accommodations available to Borrower under the Credit Agreement, the
Lenders have required that each of the Guarantors guaranty the Obligations of Borrower to Administrative Agent and the Lenders.
 

NOW, THEREFORE, in consideration of the foregoing, and in order to induce Lenders to make the Loans and other financial accommodations
available to the Borrower under the Credit Agreement, each Guarantor hereby agrees with Administrative Agent, for its benefit and the benefit of Lenders, as
follows:
 

I.             GUARANTY
 

For value received, and in consideration of any loan, advance or financial accommodation of any kind whatsoever heretofore, now or hereafter made,
given or granted to Borrower by Administrative Agent or any Lender, each Guarantor jointly and severally hereby unconditionally guaranties the full and
prompt payment and performance when due, whether at maturity or earlier, by reason of acceleration or otherwise, and at all times thereafter, of all of the
Obligations.  Without limiting the foregoing, the Obligations guaranteed hereby include all fees, costs and expenses (including attorneys’ fees and expenses),
incurred by Administrative Agent or any Lender in attempting to collect any amount due under this Guaranty (or otherwise enforcing this Guaranty), or in
prosecuting any action against Borrower, any Guarantor or any other guarantor of all or part of the Obligations and all interest, fees, costs and expenses owing
to
 



 
Administrative Agent or any Lender after the commencement of bankruptcy proceedings with respect to Borrower, any Guarantor or any other guarantor of all
or part of the Obligations (whether or not the same may be collected while such proceedings are pending).
 

If Borrower shall for any reason fail to pay any Obligation, as and when such Obligation shall become due and payable, whether at its stated
maturity, as a result of the exercise of any power to accelerate, or otherwise, each Guarantor will, upon demand by Administrative Agent, pay such Obligation
in full to Administrative Agent for the benefit of Lenders.  If Borrower shall for any reason fail to perform promptly any Obligation that is not for the payment
of money, each Guarantor will, upon demand by Administrative Agent, cause such Obligation to be performed or, if specified by Administrative Agent,
provide sufficient funds, in such amount and manner as Administrative Agent shall in good faith determine, for the prompt, full and faithful performance of
such Obligation by Administrative Agent or such other Person as Administrative Agent shall designate. Without limiting the generality of the foregoing,
each Guarantor will pay all amounts that constitute part of the Obligations and would be owing but for the fact that they are unenforceable or not allowable
due to the existence of a bankruptcy, reorganization or similar proceeding.
 

Each Guarantor hereby agrees that this Guaranty is a present and continuing guaranty of payment and not of collection and that its obligations
hereunder shall be unconditional, irrespective of (i) the validity or enforceability of the Obligations or any part thereof, or of any of the Financing
Documents, (ii) the waiver or consent by Administrative Agent or any Lender with respect to any provision of any Financing Document, or any amendment,
modification or other change with respect to any Financing Document, (iii) any merger or consolidation of Borrower, any Guarantor or any other guarantor of
all or part of the Obligations into or with any Person or any change in the ownership of the equity of Borrower, any Guarantor or any other guarantor of all or
part of the Obligations, (iv) any dissolution of any Guarantor or any insolvency, bankruptcy, liquidation, reorganization or similar proceedings with respect
to Borrower, any Guarantor or any other guarantor of all or part of the Obligations, (v) any action or inaction on the part of Administrative Agent or any
Lender, including the absence of any attempt to collect the Obligations from Borrower, any Guarantor or any other guarantor of all or part of the Obligations
or other action to enforce the same or the failure by Administrative Agent to take any steps to perfect and maintain its Lien on, or to preserve its rights to, any
security or collateral for the Obligations, (vi) Administrative Agent’s election, in any proceeding instituted under Chapter 11 of Title 11 of the United States
Code (11 U.S.C. Section 101 et seq.), as amended (the “Bankruptcy Code”), of the application of Section 1111(b)(2) of the Bankruptcy Code, (vii) any
borrowing or grant of a Lien by Borrower, any Guarantor or any other guarantor of all or part of the Obligations, as debtor-in-possession, under Section 364 of
the Bankruptcy Code, (viii) the disallowance, under Section 502 of the Bankruptcy Code, of all or any portion of Administrative Agent’s or any Lender’s
claims for repayment of the Obligations, (ix) Administrative Agent’s or any Lender’s inability to enforce the Obligations of Borrower as a result of the
automatic stay provisions under Section 362 of the Bankruptcy Code, (x) the discharge or release by Administrative Agent and/or Lenders of any Guarantor’s
obligations and liabilities under this Guaranty or (xi) any other circumstance which might otherwise constitute a legal or equitable discharge or defense of
Borrower, any Guarantor or any other guarantor of all or part of the Obligations.
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This Guaranty is a continuing guaranty and shall remain in full force and effect until the latest of (i) the payment in full in cash of the Obligations

and all other amounts payable under this Guaranty; (ii) the date on which all commitments of the Lenders under the Credit Agreement shall terminate and
(iii) the latest date of expiration or termination of all commitments under the Credit Agreement.  This Guaranty and each other Financing Document to which
any Guarantor is a party shall continue to be effective or be reinstated, as the case may be, if at any time any payment of any Obligation is rescinded or must
otherwise be returned by Administrative Agent or any Lender as a result of the insolvency, bankruptcy or reorganization of any Credit Party or otherwise, all
as though such payment had not been made, and each Guarantor jointly and severally will pay such amount to the applicable party on demand.  Any transfer
by subrogation that is made as contemplated in this Guaranty prior to any such payment shall (regardless of the terms of such transfer), be automatically
voided upon the making of any such payment or payments, and all rights so transferred shall thereupon automatically revert to and be vested in
Administrative Agent for the benefit of Lenders.
 

Notwithstanding any provision of this Guaranty to the contrary, it is intended that this Guaranty, and any Liens granted by each Guarantor to secure
the obligations and liabilities arising pursuant to this Guaranty, not constitute a “Fraudulent Conveyance” (as defined below). Consequently, each Guarantor
agrees that if this Guaranty, or any Liens securing the obligations and liabilities arising pursuant to this Guaranty, would, but for the application of this
sentence, constitute a Fraudulent Conveyance, this Guaranty and each such Lien shall be valid and enforceable only to the maximum extent that would not
cause this Guaranty or such Lien to constitute a Fraudulent Conveyance, and this Guaranty shall automatically be deemed to have been amended
accordingly at all relevant times. For purposes hereof, “Fraudulent Conveyance” means a fraudulent conveyance or fraudulent transfer under Section 548 of
the Bankruptcy Code or a fraudulent conveyance or fraudulent transfer under the provisions of any applicable fraudulent conveyance or fraudulent transfer
law or similar law of any state, nation or other governmental unit, as in effect from time to time.
 

No payment made by or for the account or benefit of any Guarantor (including (i) a payment made by Borrower in respect of the Obligations, (ii) a
payment made by any other Guarantor pursuant to this Guaranty, (iii) a payment made by any Person under any other guaranty of the Obligations or (iv) a
payment made by means of set-off or other application of funds by Administrative Agent or any Lender), pursuant to this Guaranty shall entitle any
Guarantor, by subrogation or otherwise, to any payment by Borrower or from or out of any property of Borrower, and no Guarantor shall exercise any right or
remedy against Borrower or any property of Borrower including any right of contribution or reimbursement by reason of any performance by any Guarantor
under this Guaranty, until the Obligations have been paid in full and the Credit Agreement has been terminated.
 

Each Guarantor hereby waives diligence, presentment, demand of payment, filing of claims with a court in the event of any bankruptcy proceeding
(or other insolvency proceeding), of Borrower, protest or notice with respect to the Obligations and all demands whatsoever, and covenants that this Guaranty
will not be discharged, except by complete and irrevocable payment and performance of the obligations and liabilities contained herein.  No notice to any
Guarantor or any other party shall be required for Administrative Agent, on behalf of Administrative Agent or any Lender, to make demand hereunder.  Such
demand shall constitute a mature and
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liquidated claim against each Guarantor.  Upon the occurrence and during the continuance of any Event of Default, Administrative Agent may, at its sole
election, proceed directly and at once, without notice, against any Guarantor to collect and recover the full amount or any portion of the Obligations, without
first proceeding against Borrower, any other Guarantor, any other Person or any security or collateral for the Obligations.
 

Administrative Agent and Lenders are hereby authorized, without notice or demand to any Guarantor and without affecting or impairing the liability
of any Guarantor hereunder, to, from time to time, (i) renew, extend, accelerate or otherwise change the time for payment of, or other terms relating to, the
Obligations or otherwise modify, amend or change the terms of any Financing Document, (ii) accept partial payments on the Obligations, (iii) take and hold
collateral for the payment of the Obligations, or for the payment of this Guaranty, or for the payment of any other guaranties of the Obligations or other
liabilities of Borrower, and exchange, enforce, waive and release any such collateral, (iv) apply such collateral and direct the order or manner of sale thereof
as in their sole discretion they may determine and (v) settle, release, compromise, collect or otherwise liquidate the Obligations and any collateral therefor in
any manner.
 

During the continuance of any Event of Default, each Lender is hereby authorized by each Guarantor at any time or from time to time, with
reasonably prompt subsequent notice to such Guarantor (any prior or contemporaneous notice being hereby expressly waived to the extent permitted by
applicable law), to set off and to appropriate and to apply any and all balances and other property at any time held or owing by such Lender (or any branch or
agency thereof), to or for the credit or for the account of such Guarantor, against and on account of any of the Obligations; except that no Lender shall
exercise any such right without providing prior or contemporaneous notice thereof to Administrative Agent.  Each Guarantor agrees, to the fullest extent
permitted by Law, that any Lender (or any branch or agency thereof), may exercise its right to set off with respect to the Obligations as provided in this
paragraph.
 

At any time after maturity of the Obligations, Administrative Agent and Lenders may, in their sole discretion, without notice to any Guarantor and
regardless of the acceptance of any collateral for the payment hereof, appropriate and apply toward payment of the Obligations (i) any indebtedness due or to
become due from Administrative Agent or any Lender to any Guarantor and (ii) any moneys, credits or other property belonging to any Guarantor at any time
held by or coming into the possession of Administrative Agent or any Lender or any Affiliates thereof, whether for deposit or otherwise.
 

Each Guarantor hereby assumes responsibility for keeping itself informed of the financial condition of Borrower, and any and all endorsers and other
guarantors of all or any part of the Obligations and of all other circumstances bearing upon the risk of nonpayment of the Obligations or any part thereof that
diligent inquiry would reveal, and each Guarantor hereby agrees that neither Administrative Agent nor any Lender shall have any duty to advise any
Guarantor of information known to such Administrative Agent or Lender regarding such condition or any such circumstances.  Each Guarantor hereby
acknowledges familiarity with Borrower’s financial condition and that it has not relied on any statements by Administrative Agent or any Lender in
obtaining such information. In the event Administrative Agent or any Lender, in its sole discretion, undertakes at any time or from time to time to provide
any such
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information to any Guarantor, neither Administrative Agent nor any Lender shall be under any obligation (i) to undertake any investigation with respect
thereto, (ii) to disclose any information which, pursuant to accepted or reasonable commercial finance practices, Administrative Agent or such Lender wishes
to maintain confidential or (iii) to make any other or future disclosures of such information, or any other information, to such Guarantor.
 

Each Guarantor consents and agrees that neither Administrative Agent nor any Lender shall be under any obligation to marshal any assets in favor of
any Guarantor or against or in payment of any or all of the Obligations. Each Guarantor further agrees that, to the extent that Borrower makes a payment or
payments to Administrative Agent or any Lender, or Administrative Agent or any Lender receives any proceeds of Collateral, which payment or payments or
any part thereof are subsequently invalidated, declared to be fraudulent or preferential, set aside or required to be repaid to Borrower, its estate, trustee,
receiver or any other party, including any Guarantor, under any bankruptcy law, state or federal law, common law or equitable cause, then to the extent of
such payment or repayment, the Obligations or the part thereof which has been paid, reduced or satisfied by such amount shall be reinstated and continued in
full force and effect as of the date such initial payment, reduction or satisfaction occurred, and this Guaranty shall continue to be in existence and in full force
and effect, irrespective of whether any evidence of indebtedness has been surrendered or cancelled.
 

Each Guarantor subordinates all debts, liabilities and other obligations owed to such Guarantor by each other Credit Party (the “Subordinated
Obligations”), to the Obligations as follows:
 

1.             Except during the continuance of a Default (including the commencement and continuation of any proceeding under any
bankruptcy law relating to any other Credit Party), Guarantor may receive regularly scheduled payments from any other Credit Party on account of
the Subordinated Obligations.  After the occurrence and during the continuance of any Default (including the commencement and continuation of
any proceeding under any bankruptcy law relating to any other Credit Party), unless Administrative Agent otherwise agrees, such Guarantor shall
not demand, accept or take any action to collect any payment on account of any Subordinated Obligation.

 
2.             In any proceeding under any bankruptcy law relating to any other Credit Party, the Administrative Agent and the Lenders shall be

entitled to receive payment in full in cash of all Obligations (including all interest and expenses accruing after the commencement of a proceeding
under any bankruptcy law, whether or not constituting an allowed claim in such proceeding (“Post-Petition Interest”)), before such Guarantor
receives payment of any Subordinated Obligation.

 
3.             After the occurrence and during the continuance of any Default (including the commencement and continuation of any

proceeding under any bankruptcy law relating to any other Credit Party), such Guarantor shall, if Administrative Agent so requests, collect, enforce
and receive payments on account of the Subordinated Obligations as trustee for the Administrative Agent and Lender and deliver such payments to
the Administrative Agent on account of the Obligations (including all Post-Petition Interest), together with any necessary endorsements or other
instruments of
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transfer, but without reducing or affecting in any manner the liability of such Guarantor under the other provisions of this Guaranty.

 
Until all Obligations have been paid in full in cash and otherwise performed in full, and all obligations under each other Financing Document to

which any Guarantor is a party have been paid and performed in full, no Guarantor shall have any right of subrogation, reimbursement, indemnity,
exoneration, contribution or any other claim against any Credit Party or any security in connection with this Guaranty.  Until such time, each Guarantor
waives any right to enforce any remedy that such Guarantor may have against Borrower and any right to participate in any collateral security.  If any amount
shall be paid to any Guarantor on account of any subrogation or other right, any such other remedy, or any collateral security at any time when all of the
Obligations and all other expenses guaranteed pursuant hereto shall not have been paid in full, such amount shall be held in trust for the benefit of
Administrative Agent and Lenders, shall be segregated from the other funds of such Guarantor and shall forthwith be paid over to Administrative Agent to be
held by Administrative Agent for the benefit of Administrative Agent and Lenders as collateral security for, or then or at any time thereafter applied in whole
or in part by Administrative Agent against, any Obligation, whether matured or unmatured, in such order as provided in the Credit Agreement.  If any
Guarantor shall have paid any Obligation and if all of the Obligations shall have been paid in full in cash, the Administrative Agent will, at the expense and
reasonable request of such Guarantor, execute and deliver to such Guarantor (without recourse, representation or warranty), appropriate documents necessary
to evidence the transfer, without representation or warranty, by subrogation to such Guarantor of an interest in the Obligations resulting from such payment
by such Guarantor; provided that (i) such transfer shall be subject to the reinstatement provisions of this Guaranty, and (ii) without the consent of
Administrative Agent (which Administrative Agent may withhold in its discretion), such Guarantor shall not have the right to be subrogated to any claim or
right against any Credit Party that has become owned by Administrative Agent or any Lender, whose ownership has otherwise changed in the course of
enforcement of the Credit Documents, or that Administrative Agent otherwise has released or shall release from its Obligations.
 

After all Obligations have been paid in full in cash and otherwise performed in full, and all obligations under each other Financing Document to
which any Guarantor is a party have been paid and performed in full, all Guarantors that have made payments in respect of the Obligations shall be entitled to
contribution from all other Guarantors, to the end that all such payments upon the Obligations shall be shared among all such Guarantors in proportion to
their respective Net Worths; provided that the contribution obligations of each such Guarantor shall be limited to the maximum amount that it can pay at
such time without rendering its contribution obligations voidable under applicable law relating to fraudulent conveyances or fraudulent transfers. “Net
Worth” means, at any time and for any Guarantor:
 

1.                                      the fair value of such Guarantor’s assets (other than such right of contribution), minus
 

2.                                      the fair value of such Guarantor’s liabilities (other than its liabilities under its guaranty of the Obligations).
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Each Guarantor also waives all set-offs and counterclaims and all presentments, demands for performance, notices of nonperformance, protests,

notices of protest, notices of dishonor, and notices of acceptance of this Guaranty.  Each Guarantor further waives all notices of the existence, creation or
incurring of new or additional indebtedness, arising either from additional loans extended to Borrower or otherwise, and also waives all notices that the
principal amount, or any portion thereof, or any interest under or on any Financing Document is due, notices of any and all proceedings to collect from the
maker, any endorser or any other guarantor of all or any part of the Obligations, or from anyone else, and, to the extent permitted by law, notices of exchange,
sale, surrender or other handling of any security or collateral given to Administrative Agent to secure payment of the Obligations.
 

II.            MISCELLANEOUS
 

Each Guarantor hereby represents and warrants to Administrative Agent and Lenders that (i) it is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its organization, (ii) the execution, delivery and performance by such Guarantor of this Guaranty and the other
Financing Documents to which it is a party are within its powers, have been duly authorized by all necessary action pursuant to its Organizational
Documents, require no further action by or in respect of, or filing with, any governmental body, agency or official and do not violate, conflict with or cause a
breach or a default under any provision of applicable law or regulation, any of its Organizational Documents or any agreement, judgment, injunction, order,
decree or other instrument binding upon it and (iii) this Guaranty, and each other Financing Document to which it is a party, constitutes a valid and binding
agreement or instrument of such Guarantor, enforceable against such Guarantor in accordance with its respective terms, except as the enforceability thereof
may be limited by bankruptcy, insolvency or other similar laws relating to the enforcement of creditors’ rights generally and by general equitable principles.
In addition to and without limitation of the foregoing, each Guarantor hereby confirms that it has reviewed the representations and warranties contained in
Article 3 of the Credit Agreement and the covenants contained in Articles 4 and 5 of the Credit Agreement and agrees that such representations and
warranties and covenants shall be deemed to have been made by such Guarantor (as if such representations and warranties and covenants referred to such
Guarantor), herein and shall be fully incorporated in this Guaranty by reference thereto (provided, that such Guarantor shall only be deemed to have made
such representations and warranties with respect to itself and its Subsidiaries).
 

Each Guarantor hereby agrees to the provisions of Section 2.13 and 11.10 of the Credit Agreement, which are incorporated herein by reference.
 

Any payment received by Administrative Agent from any Guarantor (or from any Lender pursuant to the preceding paragraph), subject to the
First/Second Lien Intercreditor with respect to proceeds of Collateral, shall be applied by the Administrative Agent in accordance with the Credit Agreement.
 

The initial Guarantors hereunder shall be the Persons that are signatories hereto.  From time to time subsequent to the date hereof, additional Persons
may become parties hereto as additional Guarantors (each an “Additional Guarantor”) by executing a Counterpart to Guaranty in the form of Exhibit A
attached hereto (or such other form as may be satisfactory to
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the Lead Lenders and Administrative Agent).  Upon delivery of any such Counterpart to Guaranty to the Administrative Agent, notice of which is hereby
waived by Guarantors, each such Additional Guarantor shall be a Guarantor and shall be a party hereto as if such Additional Guarantor were an original
signatory hereof.  Each Guarantor expressly agrees that its obligations arising hereunder shall not be affected or diminished by the addition or release of any
other Guarantor hereunder, or by any election by Administrative Agent or any Lenders not to cause any Subsidiary of the Borrower to become an Additional
Guarantor hereunder.  This Guaranty shall be fully effective as to any Guarantor that is or becomes a party hereto regardless of whether any such Person
becomes or fails to become or ceases to be a Guarantor hereunder.
 

No delay on the part of Administrative Agent in the exercise of any right or remedy shall operate as a waiver thereof, and no single or partial exercise
by Administrative Agent of any right or remedy shall preclude any further exercise thereof; nor shall any modification or waiver of any of the provisions of
this Guaranty be binding upon Administrative Agent or Lenders, except as expressly set forth in a writing duly signed and delivered on Administrative
Agent’s behalf by an authorized officer or agent of Administrative Agent. Administrative Agent’s or any Lender’s failure at any time or times hereafter to
require strict performance by Borrower or any Guarantor of any of the provisions, warranties, terms and conditions contained in this Guaranty shall not waive,
affect or diminish any right of Administrative Agent and Lenders at any time or times hereafter to demand strict performance thereof and such right shall not
be deemed to have been waived by any act or knowledge of Administrative Agent or any Lender, or its respective agents, officers or employees, unless such
waiver is contained in an instrument in writing signed by an officer or agent of Administrative Agent, and directed to Borrower or a Guarantor, as applicable,
specifying such waiver. No failure or delay by Administrative Agent or any Lender in exercising any right, power or privilege under this Guaranty shall
operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right,
power or privilege.  The rights and remedies herein provided shall be cumulative and not exclusive of any rights or remedies provided by law.
 

Without limiting any other obligation of any Guarantor or remedy of Administrative Agent or Lenders under this Guaranty, each Guarantor hereby
agrees to indemnify, pay and hold harmless Indemnitees from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments,
suits, claims, costs, expenses and disbursements of any kind or nature whatsoever (including the reasonable fees and disbursements of counsel for such
Indemnitee), in connection with any investigative, response, remedial, administrative or judicial matter or proceeding, whether or not such Indemnitee shall
be designated a party thereto and including any such proceeding initiated by or on behalf of a Credit Party, and the reasonable expenses of investigation by
engineers, environmental consultants and similar technical personnel and any commission, fee or compensation claimed by any broker (other than any broker
retained by Administrative Agent or Lenders), asserting any right to payment for the transactions contemplated hereby, which may be imposed on, incurred
by or asserted against such Indemnitee as a result of or in connection with the transactions contemplated hereby or by the other Financing Documents and the
use or intended use of the proceeds of the Loans, except such Guarantor shall have no obligation hereunder to an Indemnitee with respect to any liability
resulting from the gross negligence or willful misconduct of such Indemnitee, as determined by a final non-appealable judgment of a court of competent
jurisdiction.  To the extent that the undertaking set forth in the immediately preceding sentence may be unenforceable, each
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Guarantor shall contribute the maximum portion which it is permitted to pay and satisfy under applicable Law to the payment and satisfaction of all such
indemnified liabilities incurred by the Indemnitees or any of them.  The obligations of each Guarantor to indemnify and pay the Indemnitees for fees and
disbursements of counsel in connection with any litigation, dispute, suit or proceeding relating to any Financing Document and in connection with any
workout, collection, bankruptcy, insolvency and other enforcement proceedings under any and all Financing Documents are as provided in Article 9 of the
Credit Agreement.
 

This Guaranty shall be binding upon Guarantors and their respective successors and assigns and shall inure to the benefit of Administrative Agent
and Lenders and their respective successors and assigns, except that no Guarantor may assign its obligations hereunder without the written consent of
Administrative Agent. All notices, approvals, requests, demands and other communications hereunder shall be given in accordance with the notice provision
of the Credit Agreement; provided, that such notices shall be given to each Guarantor at its address set forth on Annex I hereto.
 

Any term defined herein may be used in the singular or plural. “Include”, “includes” and “including” shall be deemed to be followed by “without
limitation”.  Except as otherwise specified or limited herein, references to any Person include the successors and assigns of such Person. References “from” or
“through” any date mean, unless otherwise specified, “from and including” or “through and including”, respectively.  Unless otherwise specified herein, the
settlement of all payments and fundings hereunder between or among the parties hereto shall be made in lawful money of the United States and in
immediately available funds.
 

THIS GUARANTY AND ALL MATTERS RELATING HERETO (WHETHER SOUNDING IN CONTRACT LAW, TORT LAW OR
OTHERWISE), SHALL BE GOVERNED BY, AND SHALL BE CONSTRUED AND ENFORCED IN ACCORDANCE WITH, THE LAWS OF THE
STATE OF NEW YORK. TO THE EXTENT PERMITTED BY LAW, EACH GUARANTOR HEREBY CONSENTS TO THE JURISDICTION OF ANY
STATE OR FEDERAL COURT LOCATED WITHIN THE BOROUGH OF MANHATTAN, CITY OF NEW YORK, STATE OF NEW YORK AND
IRREVOCABLY AGREES THAT, SUBJECT TO ADMINISTRATIVE AGENT’S ELECTION, ALL ACTIONS OR PROCEEDINGS ARISING OUT
OF OR RELATING TO THIS GUARANTY OR ANY OTHER FINANCING DOCUMENTS SHALL BE LITIGATED IN SUCH COURTS. EACH
GUARANTOR EXPRESSLY SUBMITS AND CONSENTS TO THE JURISDICTION OF THE AFORESAID COURTS AND WAIVES ANY DEFENSE
OF FORUM NON CONVENIENS. TO THE EXTENT PERMITTED BY LAW, EACH GUARANTOR HEREBY WAIVES PERSONAL SERVICE OF
ANY AND ALL PROCESS AND AGREES THAT ALL SUCH SERVICE OF PROCESS MAY BE MADE UPON SUCH GUARANTOR BY CERTIFIED
OR REGISTERED MAIL, RETURN RECEIPT REQUESTED, ADDRESSED TO BORROWER AS DESIGNATED IN ACCORDANCE WITH THE
NOTICE PROVISIONS OF THE CREDIT AGREEMENT AND THAT SERVICE SO MADE SHALL BE COMPLETE TEN (10) DAYS AFTER THE
SAME HAS BEEN POSTED.
 

EACH GUARANTOR AND ADMINISTRATIVE AGENT HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY
IN ANY
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LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS GUARANTY, TO THE OTHER FINANCING DOCUMENTS OR
THE TRANSACTIONS CONTEMPLATED THEREBY AND AGREES THAT ANY SUCH ACTION OR PROCEEDING SHALL BE TRIED BEFORE
A COURT AND NOT BEFORE A JURY.  EACH GUARANTOR ACKNOWLEDGES THAT THIS WAIVER IS A MATERIAL INDUCEMENT TO
ENTER INTO A BUSINESS RELATIONSHIP, THAT EACH PARTY HAS RELIED ON THE WAIVER IN ENTERING INTO THIS GUARANTY AND
THE OTHER FINANCING DOCUMENTS, AND THAT EACH PARTY WILL CONTINUE TO RELY ON THIS WAIVER IN THEIR RELATED
FUTURE DEALINGS.  EACH GUARANTOR WARRANTS AND REPRESENTS THAT IT HAS HAD THE OPPORTUNITY OF REVIEWING THIS
JURY WAIVER WITH LEGAL COUNSEL, AND THAT EACH KNOWINGLY AND VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS.
 

This Guaranty may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and
hereto were upon the same instrument.
 

In addition to and without limitation of any of the foregoing, this Guaranty shall be deemed to be a Financing Document and shall otherwise be
subject to all of general terms and conditions contained in Article 11 of the Credit Agreement, mutatis mutandi.
 

[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF, this Guaranty has been duly executed by each Guarantor as of the date of the Credit Agreement first written above.

 
 

WARREN RESOURCES OF CALIFORNIA, 
INC., as a Guarantor

  
  

WARREN E&P, INC., as a Guarantor
  
  

WARREN MARCELLUS LLC, as a Guarantor
  
  

By: /s/ Stewart P. Skelly
Name:  Stewart P. Skelly
Title:  Vice President and Treasurer
 

Signature Page to Guaranty
 



 
CORTLAND PRODUCTS CORP., as
Administrative Agent

  
By: /s/ Emily Ergang Pappas

Name: Emily Ergang Pappas
Title: Associate Counsel

 
Signature Page to Guaranty

 



 
Exhibit A

 
COUNTERPART TO GUARANTY

 
The Counterpart to Guaranty is dated as of                   , 20     and is made by (“Additional Guarantor”) in favor of Cortland Products Corp, as

Administrative Agent.  All capitalized terms not defined herein shall have the meaning ascribed to them in the Guaranty hereinafter referenced or in the
Credit Agreement hereinafter referenced.
 

Recitals
 

WHEREAS, Warren Resources, Inc. (the “Borrower”), the financial institutions or other entities from time to time party thereto (the “Lenders”) and
Cortland Products Corp, as administrative agent (in such capacity, together with its successors in such capacity, the “Administrative Agent”) have entered in
to that certain Second Lien Credit Agreement dated as of October 22, 2015 (as amended, restated, amended and restated, extended, supplemented or
otherwise modified in writing from time to time, the “Credit Agreement”);
 

WHEREAS, in connection with the Credit Agreement, the Borrower and certain Subsidiaries of the Borrower (each a “Guarantor,” and, collectively,
the “Guarantors”) entered into that certain Guaranty (as amended, restated, extended, refinanced ,replaced, supplemented or otherwise modified in writing
from time to time, the “Guaranty”);
 

WHEREAS, the Credit Agreement requires Additional Guarantor to become a party to the Guaranty; and
 

WHEREAS, Additional Guarantor is executing and delivering this Counterpart to Guaranty in order to become a party to the Guaranty;
 

NOW THEREFORE IT IS AGREED:
 

By executing and delivering this Counterpart to Guaranty, Additional Guarantor hereby becomes a party to the Guaranty as a Guarantor thereunder
with the same force and effect as if originally named therein as a Guarantor and, without limiting the generality of the foregoing, hereby expressly assumes all
obligations and liabilities of a Guarantor thereunder.  Additional Guarantor hereby represents and warrants that each of the representations and warranties in
the Credit Agreement applicable to Additional Guarantor, is true and correct with respect to Additional Guarantor in all material respects on and as of the date
hereof (after giving effect to this Counterpart to Guaranty).
 

This Counterpart to Guaranty may be executed in any number of separate counterparts, each of which, when so executed, shall be deemed an
original, and all of said counterparts taken together shall be deemed to constitute but one and the same instrument. Delivery of an executed signature page by
facsimile or other electronic transmission (e.g. “pdf” or “tif” format) shall be effective as delivery of a manually executed counterpart hereof.
 

This Counterpart to Guaranty shall be governed by, and construed in accordance with, the laws of the State of New York and applicable federal law.
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IN WITNESS WHEREOF, the undersigned Additional Guarantor has caused this Counterpart to Guaranty to be duly executed and delivered by its

officer thereunto duly authorized as of the date first set forth above.
 
 

[NAME OF ADDITIONAL GUARANTOR], as
Additional Guarantor

  
By:
Name:
Title:
 

Exhibit A - Page 2
 



 
ANNEX I

 
Addresses

 
Warren E&P, Inc.
100 Oceangate, Suite 950 
Long Beach, CA 90802
 
Warren Marcellus LLC 
1331 17th Street, Suite 720 
Denver, CO 80202
 
Warren Resources of California, Inc.
100 Oceangate, Suite 950 
Long Beach, CA 90802
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Subsidiaries of Warren Resources, Inc.
 
Name

 

Jurisdiction of Formation
Warren E&P, Inc. New Mexico
Warren Resources of California, Inc. California
Warren Management Corp. Delaware
Warren Energy Services, LLC Delaware
Warren Marcellus LLC Delaware
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
We have issued our report dated March 17, 2016, with respect to the consolidated financial statements included in the Annual Report of Warren
Resources, Inc. on Form 10-K for the year ended December 31, 2015.  We consent to the incorporation by reference of said report in the Registration
Statements of Warren Resources, Inc. on Forms S-3 (File No. 333-208112, File No. 333-198815 and File No. 333-186625) and Forms S-8 (File No. 333-
207927, File No. 333-169447 and File No. 333-125277).
 
/s/ GRANT THORNTON LLP
 
Oklahoma City, Oklahoma
March 17, 2016
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CONSENT OF INDEPENDENT PETROLEUM ENGINEERS AND GEOLOGISTS

 
We hereby consent to the references in this Form 10-K of Warren Resources, Inc. to be filed on or about March 17, 2016, as well as in the Notes to the
Consolidated Financial Statements included in such Form 10-K, of our summary reports dated February 5, 2016, February 18, 2015, and February 21, 2014,
to the interest of Warren Resources, Inc. and its subsidiaries, relating to the estimated quantities of proved reserves of oil and gas and present values thereof,
included in the annual reports on Form 10-K of Warren Resources, Inc. for the years ended December 31, 2015, December 31, 2014, and December 31, 2013,
respectively. We further consent to the inclusion of our summary report dated February 5, 2016, as an Exhibit to Warren Resources, Inc.’s annual reports on
Form 10-K for the year ended December 31, 2015. We also consent to the incorporation by reference of said reports in the Registration Statement of Warren
Resources, Inc. on Form S-8 (File No. 333-207927).
 

NETHERLAND, SEWELL & ASSOCIATES, INC.
  

By: /s/ Danny D. Simmons
Danny D. Simmons, P.E.
President and Chief Operating Officer

 
 
Houston, Texas
March 17, 2016
 
 
Please be advised that the digital document you are viewing is provided by Netherland, Sewell & Associates, Inc. (NSAI) as a convenience to our clients. The
digital document is intended to be substantively the same as the original signed document maintained by NSAI. The digital document is subject to the
parameters, limitations, and conditions stated in the original document. In the event of any differences between the digital document and the original
document, the original document shall control and supersede the digital document.
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Exhibit 31.1 

  Certification 

I, James A. Watt, certify that:

1. I have reviewed this annual report on Form 10-K of Warren Resources, Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have: 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared; 

(c) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles; 

(b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

(c) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and 

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: March 17, 2016

  /s/ JAMES A. WATT

James A. Watt
Chief Executive Officer
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Exhibit 31.2 

  Certification 

I, Frank T. Smith, Jr., certify that:

1. I have reviewed this annual report on Form 10-K of Warren Resources, Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have: 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared; 

(c) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles; 

(b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

(c) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and 

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: March 17, 2016

  /s/ FRANK T. SMITH, JR.

Frank T. Smith, Jr.
Senior Vice President and Chief Financial Officer
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EXHIBIT 32 

  CERTIFICATION OF CEO AND CFO PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

        In connection with the annual report on Form 10-K of Warren Resources, Inc. (the "Company") for the period ended December 31, 2015, as filed with the
Securities and Exchange Commission on the date hereof (the "Report"), we, James A. Watt, Chief Executive Officer and Frank T. Smith, Chief Financial
Officer, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that to our knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: March 17, 2016

  /s/ JAMES A. WATT

  Name:  James A. Watt
  Title:  Chief Executive Officer

  /s/ FRANK T. SMITH, JR.

  Name:  Frank T. Smith, Jr.
  Title:  Senior Vice President and Chief Financial Officer
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CERTIFICATION OF CEO AND CFO PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-
OXLEY ACT OF 2002
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February 5, 2016

 
Mr. James A. Watt
Warren Resources, Inc.
1331 17  Street, Suite 720
Denver, Colorado 80202
 
Dear Mr. Watt:
 
In accordance with your request, we have estimated the proved reserves and future revenue, as of December 31, 2015, to the Warren Resources, Inc. (Warren)
interest in certain oil and gas properties located in California, New Mexico, Pennsylvania, Texas, and Wyoming.  We completed our evaluation on or about
the date of this letter.  It is our understanding that the proved reserves estimated in this report constitute all of the proved reserves owned by Warren.  The
estimates in this report have been prepared in accordance with the definitions and regulations of the U.S. Securities and Exchange Commission (SEC) and,
with the exception of the exclusion of future income taxes, conform to the FASB Accounting Standards Codification Topic 932, Extractive Activities—Oil
and Gas.  Definitions are presented immediately following this letter.  This report has been prepared for Warren’s use in filing with the SEC; in our opinion
the assumptions, data, methods, and procedures used in the preparation of this report are appropriate for such purpose.
 
We estimate the net reserves and future net revenue to the Warren interest in these properties, as of December 31, 2015, to be:
 

 

Net Reserves
 

Future Net Revenue (M$)
 

 

Oil
 

Gas
  

Present Worth
 

Category
 

(MBBL)
 

(MMCF)
 

Total
 

at 10%
 

          
Proved Developed Producing 5,832.7 109,870.6 56,032.4 59,622.7
Proved Developed Non-Producing 991.2 43,222.5 50,346.5 25,524.4
Proved Undeveloped 6,114.6 10,638.4 71,879.9 10,876.3
          

Total Proved 12,938.5 163,731.4 178,258.8 96,023.4
 

Totals may not add because of rounding.
 
The oil volumes shown include crude oil and condensate.  Oil volumes are expressed in thousands of barrels (MBBL); a barrel is equivalent to 42 United
States gallons.  Gas volumes are expressed in millions of cubic feet (MMCF) at standard temperature and pressure bases.
 
The estimates shown in this report are for proved reserves.  As requested, probable and possible reserves that exist for these properties have not been
included.  This report does not include any value that could be attributed to interests in undeveloped acreage beyond those tracts for which undeveloped
reserves have been estimated.  Reserves categorization conveys the relative degree of certainty; reserves subcategorization is based on development and
production status.  The estimates of reserves and future revenue included herein have not been adjusted for risk.
 
Gross revenue is Warren’s share of the gross (100 percent) revenue from the properties prior to any deductions.  Future net revenue is after deductions for
Warren’s share of production taxes, ad valorem taxes, capital costs, abandonment costs, and operating expenses but before consideration of any income
taxes.  The future net revenue has been discounted at an annual rate of 10 percent to determine its present worth, which is shown to indicate the effect of time
on the value of money.  Future net revenue presented in this report, whether discounted or undiscounted, should not be construed as being the fair market
value of the properties.
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Prices used in this report are based on the 12-month unweighted arithmetic average of the first-day-of-the-month price for each month in the period
January through December 2015.  For oil volumes, the average West Texas Intermediate posted price of $46.79 per barrel is adjusted for quality,
transportation fees, and market differentials.  For gas volumes, the average Henry Hub spot price of $2.587 per MMBTU is adjusted for energy content,
transportation fees, and market differentials.  As requested, we have assumed that the current volumes sold to Procter & Gamble of 40,000 MCF per day will
continue through June 2016.  All prices are held constant throughout the lives of the properties.  The average adjusted product prices weighted by production
over the remaining lives of the properties are $42.81 per barrel of oil and $1.742 per MCF of gas.
 
Operating costs used in this report are based on operating expense records of Warren.  For the nonoperated properties, these costs include the per-well
overhead expenses allowed under joint operating agreements along with estimates of costs to be incurred at and below the district and field levels.  As
requested, operating costs for the operated properties are limited to direct lease- and field-level costs and Warren’s estimate of the portion of its headquarters
general and administrative overhead expenses necessary to operate the properties.  Operating costs have been divided into field-level costs, per-well costs,
and per-unit-of-production costs and are not escalated for inflation.
 
Capital costs used in this report were provided by Warren and are based on authorizations for expenditure and actual costs from recent activity.  Capital costs
are included as required for workovers, fracture stimulations, facilities, new development wells, and production equipment.  Based on our understanding of
future development plans, a review of the records provided to us, and our knowledge of similar properties, we regard these estimated capital costs to be
reasonable.  Abandonment costs used in this report are Warren’s estimates of the costs to abandon the wells and production facilities, net of any salvage
value.  Capital costs and abandonment costs are not escalated for inflation.
 
For the purposes of this report, we did not perform any field inspection of the properties, nor did we examine the mechanical operation or condition of the
wells and facilities.  We have not investigated possible environmental liability related to the properties; therefore, our estimates do not include any costs due
to such possible liability.
 
We have made no investigation of potential volume and value imbalances resulting from overdelivery or underdelivery to the Warren interest.  Therefore, our
estimates of reserves and future revenue do not include adjustments for the settlement of any such imbalances; our projections are based on Warren receiving
its net revenue interest share of estimated future gross production.
 
The reserves shown in this report are estimates only and should not be construed as exact quantities.  Proved reserves are those quantities of oil and gas
which, by analysis of engineering and geoscience data, can be estimated with reasonable certainty to be economically producible; probable and possible
reserves are those additional reserves which are sequentially less certain to be recovered than proved reserves.  Estimates of reserves may increase or decrease
as a result of market conditions, future operations, changes in regulations, or actual reservoir performance.  In addition to the primary economic assumptions
discussed herein, our estimates are based on certain assumptions including, but not limited to, that the properties will be developed consistent with current
development plans as provided to us by Warren, that the properties will be operated in a prudent manner, that no governmental regulations or controls will be
put in place that would impact the ability of the interest owner to recover the reserves, and that our projections of future production will prove consistent with
actual performance.  If the reserves are recovered, the revenues therefrom and the costs related thereto could be more or less than the estimated amounts. 
Because of governmental policies and uncertainties of supply and demand, the sales rates, prices received for the reserves, and costs incurred in recovering
such reserves may vary from assumptions made while preparing this report.
 
For the purposes of this report, we used technical and economic data including, but not limited to, well logs, geologic maps, well test data, production data,
historical price and cost information, and property ownership interests.  The reserves in this report have been estimated using deterministic methods; these
estimates have been prepared in
 



 
accordance with the Standards Pertaining to the Estimating and Auditing of Oil and Gas Reserves Information promulgated by the Society of Petroleum
Engineers (SPE Standards).  We used standard engineering and geoscience methods, or a combination of methods, including performance analysis,
volumetric analysis, and analogy, that we considered to be appropriate and necessary to categorize and estimate reserves in accordance with SEC definitions
and regulations.  A substantial portion of these reserves are for non-producing zones and undeveloped locations; such reserves are based on estimates of
reservoir volumes and recovery efficiencies along with analogy to properties with similar geologic and reservoir characteristics.  As in all aspects of oil and
gas evaluation, there are uncertainties inherent in the interpretation of engineering and geoscience data; therefore, our conclusions necessarily represent only
informed professional judgment.
 
The data used in our estimates were obtained from Warren, public data sources, and the nonconfidential files of Netherland, Sewell & Associates, Inc. (NSAI)
and were accepted as accurate.  Supporting work data are on file in our office.  We have not examined the titles to the properties or independently confirmed
the actual degree or type of interest owned.  The technical persons primarily responsible for preparing the estimates presented herein meet the requirements
regarding qualifications, independence, objectivity, and confidentiality set forth in the SPE Standards.  C. Ashley Smith, a Licensed Professional Engineer in
the State of Texas, has been practicing consulting petroleum engineering at NSAI since 2006 and has over 5 years of prior industry experience.  Shane M.
Howell, a Licensed Professional Geoscientist in the State of Texas, has been practicing consulting petroleum geoscience at NSAI since 2005 and has over 7
years of prior industry experience.  We are independent petroleum engineers, geologists, geophysicists, and petrophysicists; we do not own an interest in
these properties nor are we employed on a contingent basis.

 
Sincerely,

   
NETHERLAND, SEWELL & ASSOCIATES, INC.
Texas Registered Engineering Firm F-2699

   
   
   

By: /s/ C.H. (Scott) Rees III
C.H. (Scott) Rees III, P.E.
Chairman and Chief Executive Officer

   
   
By: /s/ C. Ashley Smith By: /s/ Shane M. Howell

C. Ashley Smith, P.E. 100560 Shane M. Howell, P.G. 11276
Vice President Vice President

   
Date Signed:  February 5, 2016 Date Signed:  February 5, 2016
 
CAS:SMD
 
Please be advised that the digital document you are viewing is provided by Netherland, Sewell & Associates, Inc. (NSAI) as a convenience to our clients.  The
digital document is intended to be substantively the same as the original signed document maintained by NSAI.  The digital document is subject to the
parameters, limitations, and conditions stated in the original document.  In the event of any differences between the digital document and the original
document, the original document shall control and supersede the digital document.
 

 
DEFINITIONS OF OIL AND GAS RESERVES

Adapted from U.S. Securities and Exchange Commission Regulation S-X Section 210.4-10(a)
 
The following definitions are set forth in U.S. Securities and Exchange Commission (SEC) Regulation S-X Section 210.4-10(a).  Also included is
supplemental information from (1) the 2007 Petroleum Resources Management System approved by the Society of Petroleum Engineers, (2) the FASB
Accounting Standards Codification Topic 932, Extractive Activities—Oil and Gas, and (3) the SEC’s Compliance and Disclosure Interpretations.
 
(1) Acquisition of properties.  Costs incurred to purchase, lease or otherwise acquire a property, including costs of lease bonuses and options to purchase or
lease properties, the portion of costs applicable to minerals when land including mineral rights is purchased in fee, brokers’ fees, recording fees, legal costs,
and other costs incurred in acquiring properties.
 
(2) Analogous reservoir.  Analogous reservoirs, as used in resources assessments, have similar rock and fluid properties, reservoir conditions (depth,
temperature, and pressure) and drive mechanisms, but are typically at a more advanced stage of development than the reservoir of interest and thus may
provide concepts to assist in the interpretation of more limited data and estimation of recovery.  When used to support proved reserves, an “analogous
reservoir” refers to a reservoir that shares the following characteristics with the reservoir of interest:
 

(i)    Same geological formation (but not necessarily in pressure communication with the reservoir of interest);
(ii)   Same environment of deposition;
(iii)  Similar geological structure; and
(iv)  Same drive mechanism.

 
Instruction to paragraph (a)(2): Reservoir properties must, in the aggregate, be no more favorable in the analog than in the reservoir of interest.
 
(3) Bitumen.  Bitumen, sometimes referred to as natural bitumen, is petroleum in a solid or semi-solid state in natural deposits with a viscosity greater than
10,000 centipoise measured at original temperature in the deposit and atmospheric pressure, on a gas free basis.  In its natural state it usually contains sulfur,
metals, and other non-hydrocarbons.
 
(4) Condensate.  Condensate is a mixture of hydrocarbons that exists in the gaseous phase at original reservoir temperature and pressure, but that, when
produced, is in the liquid phase at surface pressure and temperature.



 
(5) Deterministic estimate.  The method of estimating reserves or resources is called deterministic when a single value for each parameter (from the
geoscience, engineering, or economic data) in the reserves calculation is used in the reserves estimation procedure.
 
(6) Developed oil and gas reserves.  Developed oil and gas reserves are reserves of any category that can be expected to be recovered:
 

(i)    Through existing wells with existing equipment and operating methods or in which the cost of the required equipment is relatively minor compared
to the cost of a new well; and

(ii)   Through installed extraction equipment and infrastructure operational at the time of the reserves estimate if the extraction is by means not involving
a well.

 
Supplemental definitions from the 2007 Petroleum Resources Management System:

 
Developed Producing Reserves — Developed Producing Reserves are expected to be recovered from completion intervals that are open and producing
at the time of the estimate.  Improved recovery reserves are considered producing only after the improved recovery project is in operation.

 
Developed Non-Producing Reserves — Developed Non-Producing Reserves include shut-in and behind-pipe Reserves.  Shut-in Reserves are expected to
be recovered from (1) completion intervals which are open at the time of the estimate but which have not yet started producing, (2) wells which were
shut-in for market conditions or pipeline connections, or (3) wells not capable of production for mechanical reasons.  Behind-pipe Reserves are
expected to be recovered from zones in existing wells which will require additional completion work or future recompletion prior to start of
production.  In all cases, production can be initiated or restored with relatively low expenditure compared to the cost of drilling a new well.

 
(7) Development costs.  Costs incurred to obtain access to proved reserves and to provide facilities for extracting, treating, gathering and storing the oil and
gas.  More specifically, development costs, including depreciation and applicable operating costs of support equipment and facilities and other costs of
development activities, are costs incurred to:
 

(i)    Gain access to and prepare well locations for drilling, including surveying well locations for the purpose of determining specific development
drilling sites, clearing ground, draining, road building, and relocating public roads, gas lines, and power lines, to the extent necessary in developing
the proved reserves.

(ii)   Drill and equip development wells, development-type stratigraphic test wells, and service wells, including the costs of platforms and of well
equipment such as casing, tubing, pumping equipment, and the wellhead assembly.
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(iii)  Acquire, construct, and install production facilities such as lease flow lines, separators, treaters, heaters, manifolds, measuring devices, and

production storage tanks, natural gas cycling and processing plants, and central utility and waste disposal systems.
(iv)  Provide improved recovery systems.

 
(8) Development project.  A development project is the means by which petroleum resources are brought to the status of economically producible.  As
examples, the development of a single reservoir or field, an incremental development in a producing field, or the integrated development of a group of
several fields and associated facilities with a common ownership may constitute a development project.
 
(9) Development well.  A well drilled within the proved area of an oil or gas reservoir to the depth of a stratigraphic horizon known to be productive.
 
(10) Economically producible.  The term economically producible, as it relates to a resource, means a resource which generates revenue that exceeds, or is
reasonably expected to exceed, the costs of the operation.  The value of the products that generate revenue shall be determined at the terminal point of oil
and gas producing activities as defined in paragraph (a)(16) of this section.
 
(11) Estimated ultimate recovery (EUR).  Estimated ultimate recovery is the sum of reserves remaining as of a given date and cumulative production as of that
date.
 
(12) Exploration costs.  Costs incurred in identifying areas that may warrant examination and in examining specific areas that are considered to have
prospects of containing oil and gas reserves, including costs of drilling exploratory wells and exploratory-type stratigraphic test wells.  Exploration costs may
be incurred both before acquiring the related property (sometimes referred to in part as prospecting costs) and after acquiring the property.  Principal types of
exploration costs, which include depreciation and applicable operating costs of support equipment and facilities and other costs of exploration activities, are:
 

(i)    Costs of topographical, geographical and geophysical studies, rights of access to properties to conduct those studies, and salaries and other expenses
of geologists, geophysical crews, and others conducting those studies.  Collectively, these are sometimes referred to as geological and geophysical
or “G&G” costs.

(ii)   Costs of carrying and retaining undeveloped properties, such as delay rentals, ad valorem taxes on properties, legal costs for title defense, and the
maintenance of land and lease records.

(iii)  Dry hole contributions and bottom hole contributions.
(iv)  Costs of drilling and equipping exploratory wells.
(v)   Costs of drilling exploratory-type stratigraphic test wells.

 
(13) Exploratory well.  An exploratory well is a well drilled to find a new field or to find a new reservoir in a field previously found to be productive of oil or
gas in another reservoir.  Generally, an exploratory well is any well that is not a development well, an extension well, a service well, or a stratigraphic test
well as those items are defined in this section.
 
(14) Extension well.  An extension well is a well drilled to extend the limits of a known reservoir.
 
(15) Field.  An area consisting of a single reservoir or multiple reservoirs all grouped on or related to the same individual geological structural feature and/or
stratigraphic condition.  There may be two or more reservoirs in a field which are separated vertically by intervening impervious strata, or laterally by local
geologic barriers, or by both.  Reservoirs that are associated by being in overlapping or adjacent fields may be treated as a single or common operational
field.  The geological terms “structural feature” and “stratigraphic condition” are intended to identify localized geological features as opposed to the broader
terms of basins, trends, provinces, plays, areas-of-interest, etc.
 
(16) Oil and gas producing activities.
 

(i)    Oil and gas producing activities include:
 

(A)  The search for crude oil, including condensate and natural gas liquids, or natural gas (“oil and gas”) in their natural states and original locations;
(B)  The acquisition of property rights or properties for the purpose of further exploration or for the purpose of removing the oil or gas from such

properties;
(C)  The construction, drilling, and production activities necessary to retrieve oil and gas from their natural reservoirs, including the acquisition,

construction, installation, and maintenance of field gathering and storage systems, such as:
 

(1)   Lifting the oil and gas to the surface; and
(2)   Gathering, treating, and field processing (as in the case of processing gas to extract liquid hydrocarbons); and
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(D)  Extraction of saleable hydrocarbons, in the solid, liquid, or gaseous state, from oil sands, shale, coalbeds, or other nonrenewable natural

resources which are intended to be upgraded into synthetic oil or gas, and activities undertaken with a view to such extraction.
 

Instruction 1 to paragraph (a)(16)(i): The oil and gas production function shall be regarded as ending at a “terminal point”, which is the outlet valve on
the lease or field storage tank.  If unusual physical or operational circumstances exist, it may be appropriate to regard the terminal point for the
production function as:

 
a.     The first point at which oil, gas, or gas liquids, natural or synthetic, are delivered to a main pipeline, a common carrier, a refinery, or a marine

terminal; and
b.     In the case of natural resources that are intended to be upgraded into synthetic oil or gas, if those natural resources are delivered to a purchaser prior

to upgrading, the first point at which the natural resources are delivered to a main pipeline, a common carrier, a refinery, a marine terminal, or a
facility which upgrades such natural resources into synthetic oil or gas.

 
Instruction 2 to paragraph (a)(16)(i): For purposes of this paragraph (a)(16), the term saleable hydrocarbons means hydrocarbons that are saleable in the
state in which the hydrocarbons are delivered.

 
(ii)   Oil and gas producing activities do not include:

 
(A)  Transporting, refining, or marketing oil and gas;
(B)  Processing of produced oil, gas, or natural resources that can be upgraded into synthetic oil or gas by a registrant that does not have the legal

right to produce or a revenue interest in such production;
(C)  Activities relating to the production of natural resources other than oil, gas, or natural resources from which synthetic oil and gas can be

extracted; or
(D)  Production of geothermal steam.

 
(17) Possible reserves.  Possible reserves are those additional reserves that are less certain to be recovered than probable reserves.
 

(i)    When deterministic methods are used, the total quantities ultimately recovered from a project have a low probability of exceeding proved plus
probable plus possible reserves.  When probabilistic methods are used, there should be at least a 10% probability that the total quantities ultimately
recovered will equal or exceed the proved plus probable plus possible reserves estimates.

(ii)   Possible reserves may be assigned to areas of a reservoir adjacent to probable reserves where data control and interpretations of available data are
progressively less certain.  Frequently, this will be in areas where geoscience and engineering data are unable to define clearly the area and vertical
limits of commercial production from the reservoir by a defined project.

(iii)  Possible reserves also include incremental quantities associated with a greater percentage recovery of the hydrocarbons in place than the recovery
quantities assumed for probable reserves.

(iv)  The proved plus probable and proved plus probable plus possible reserves estimates must be based on reasonable alternative technical and
commercial interpretations within the reservoir or subject project that are clearly documented, including comparisons to results in successful similar
projects.

(v)   Possible reserves may be assigned where geoscience and engineering data identify directly adjacent portions of a reservoir within the same
accumulation that may be separated from proved areas by faults with displacement less than formation thickness or other geological discontinuities
and that have not been penetrated by a wellbore, and the registrant believes that such adjacent portions are in communication with the known
(proved) reservoir.  Possible reserves may be assigned to areas that are structurally higher or lower than the proved area if these areas are in
communication with the proved reservoir.

(vi)  Pursuant to paragraph (a)(22)(iii) of this section, where direct observation has defined a highest known oil (HKO) elevation and the potential exists
for an associated gas cap, proved oil reserves should be assigned in the structurally higher portions of the reservoir above the HKO only if the higher
contact can be established with reasonable certainty through reliable technology.  Portions of the reservoir that do not meet this reasonable certainty
criterion may be assigned as probable and possible oil or gas based on reservoir fluid properties and pressure gradient interpretations.

 
(18) Probable reserves.  Probable reserves are those additional reserves that are less certain to be recovered than proved reserves but which, together with
proved reserves, are as likely as not to be recovered.
 

(i)    When deterministic methods are used, it is as likely as not that actual remaining quantities recovered will exceed the sum of estimated proved plus
probable reserves.  When probabilistic methods are used, there should be at least a 50% probability that the actual quantities recovered will equal or
exceed the proved plus probable reserves estimates.
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(ii)   Probable reserves may be assigned to areas of a reservoir adjacent to proved reserves where data control or interpretations of available data are less

certain, even if the interpreted reservoir continuity of structure or productivity does not meet the reasonable certainty criterion.  Probable reserves
may be assigned to areas that are structurally higher than the proved area if these areas are in communication with the proved reservoir.

(iii)  Probable reserves estimates also include potential incremental quantities associated with a greater percentage recovery of the hydrocarbons in place
than assumed for proved reserves.

(iv)  See also guidelines in paragraphs (a)(17)(iv) and (a)(17)(vi) of this section.
 
(19) Probabilistic estimate.  The method of estimation of reserves or resources is called probabilistic when the full range of values that could reasonably
occur for each unknown parameter (from the geoscience and engineering data) is used to generate a full range of possible outcomes and their associated
probabilities of occurrence.
 
(20) Production costs.
 

(i)    Costs incurred to operate and maintain wells and related equipment and facilities, including depreciation and applicable operating costs of support
equipment and facilities and other costs of operating and maintaining those wells and related equipment and facilities.  They become part of the cost
of oil and gas produced.  Examples of production costs (sometimes called lifting costs) are:

 
(A)  Costs of labor to operate the wells and related equipment and facilities.
(B)  Repairs and maintenance.
(C)  Materials, supplies, and fuel consumed and supplies utilized in operating the wells and related equipment and facilities.
(D)  Property taxes and insurance applicable to proved properties and wells and related equipment and facilities.
(E)   Severance taxes.

 
(ii)   Some support equipment or facilities may serve two or more oil and gas producing activities and may also serve transportation, refining, and

marketing activities.  To the extent that the support equipment and facilities are used in oil and gas producing activities, their depreciation and
applicable operating costs become exploration, development or production costs, as appropriate.  Depreciation, depletion, and amortization of
capitalized acquisition, exploration, and development costs are not production costs but also become part of the cost of oil and gas produced along
with production (lifting) costs identified above.

 
(21) Proved area.  The part of a property to which proved reserves have been specifically attributed.
 
(22) Proved oil and gas reserves.  Proved oil and gas reserves are those quantities of oil and gas, which, by analysis of geoscience and engineering data, can
be estimated with reasonable certainty to be economically producible—from a given date forward, from known reservoirs, and under existing economic
conditions, operating methods, and government regulations—prior to the time at which contracts providing the right to operate expire, unless evidence
indicates that renewal is reasonably certain, regardless of whether deterministic or probabilistic methods are used for the estimation.  The project to extract
the hydrocarbons must have commenced or the operator must be reasonably certain that it will commence the project within a reasonable time.
 

(i)    The area of the reservoir considered as proved includes:
 

(A)  The area identified by drilling and limited by fluid contacts, if any, and
(B)  Adjacent undrilled portions of the reservoir that can, with reasonable certainty, be judged to be continuous with it and to contain economically

producible oil or gas on the basis of available geoscience and engineering data.
 

(ii)   In the absence of data on fluid contacts, proved quantities in a reservoir are limited by the lowest known hydrocarbons (LKH) as seen in a well
penetration unless geoscience, engineering, or performance data and reliable technology establishes a lower contact with reasonable certainty.

(iii)  Where direct observation from well penetrations has defined a highest known oil (HKO) elevation and the potential exists for an associated gas cap,
proved oil reserves may be assigned in the structurally higher portions of the reservoir only if geoscience, engineering, or performance data and
reliable technology establish the higher contact with reasonable certainty.

(iv)  Reserves which can be produced economically through application of improved recovery techniques (including, but not limited to, fluid injection)
are included in the proved classification when:

 
(A)  Successful testing by a pilot project in an area of the reservoir with properties no more favorable than in the reservoir as a whole, the operation of

an installed program in the reservoir or an analogous
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reservoir, or other evidence using reliable technology establishes the reasonable certainty of the engineering analysis on which the project or
program was based; and

 
(B)  The project has been approved for development by all necessary parties and entities, including governmental entities.

 
(v)   Existing economic conditions include prices and costs at which economic producibility from a reservoir is to be determined.  The price shall be the

average price during the 12-month period prior to the ending date of the period covered by the report, determined as an unweighted arithmetic
average of the first-day-of-the-month price for each month within such period, unless prices are defined by contractual arrangements, excluding
escalations based upon future conditions.

 
(23) Proved properties.  Properties with proved reserves.
 
(24) Reasonable certainty.  If deterministic methods are used, reasonable certainty means a high degree of confidence that the quantities will be recovered.  If
probabilistic methods are used, there should be at least a 90% probability that the quantities actually recovered will equal or exceed the estimate.  A high
degree of confidence exists if the quantity is much more likely to be achieved than not, and, as changes due to increased availability of geoscience
(geological, geophysical, and geochemical), engineering, and economic data are made to estimated ultimate recovery (EUR) with time, reasonably certain
EUR is much more likely to increase or remain constant than to decrease.
 
(25) Reliable technology.  Reliable technology is a grouping of one or more technologies (including computational methods) that has been field tested and
has been demonstrated to provide reasonably certain results with consistency and repeatability in the formation being evaluated or in an analogous
formation.
 
(26) Reserves.  Reserves are estimated remaining quantities of oil and gas and related substances anticipated to be economically producible, as of a given
date, by application of development projects to known accumulations.  In addition, there must exist, or there must be a reasonable expectation that there will
exist, the legal right to produce or a revenue interest in the production, installed means of delivering oil and gas or related substances to market, and all
permits and financing required to implement the project.
 
Note to paragraph (a)(26): Reserves should not be assigned to adjacent reservoirs isolated by major, potentially sealing, faults until those reservoirs are
penetrated and evaluated as economically producible.  Reserves should not be assigned to areas that are clearly separated from a known accumulation by a
non-productive reservoir (i.e., absence of reservoir, structurally low reservoir, or negative test results). Such areas may contain prospective resources (i.e.,
potentially recoverable resources from undiscovered accumulations).
 

Excerpted from the FASB Accounting Standards Codification Topic 932, Extractive Activities—Oil and Gas:
 

932-235-50-30  A standardized measure of discounted future net cash flows relating to an entity’s interests in both of the following shall be disclosed
as of the end of the year:

 
a.       Proved oil and gas reserves (see paragraphs 932-235-50-3 through 50-11B)
b.       Oil and gas subject to purchase under long-term supply, purchase, or similar agreements and contracts in which the entity participates in the

operation of the properties on which the oil or gas is located or otherwise serves as the producer of those reserves (see paragraph 932-235-50-7).
 

The standardized measure of discounted future net cash flows relating to those two types of interests in reserves may be combined for reporting
purposes.

 
932-235-50-31  All of the following information shall be disclosed in the aggregate and for each geographic area for which reserve quantities are
disclosed in accordance with paragraphs 932-235-50-3 through 50-11B:

 
a.       Future cash inflows.  These shall be computed by applying prices used in estimating the entity’s proved oil and gas reserves to the year-end

quantities of those reserves.  Future price changes shall be considered only to the extent provided by contractual arrangements in existence at
year-end.

b.       Future development and production costs.  These costs shall be computed by estimating the expenditures to be incurred in developing and
producing the proved oil and gas reserves at the end of the year, based on year-end costs and assuming continuation of existing economic
conditions.  If estimated development expenditures are significant, they shall be presented separately from estimated production costs.

c.       Future income tax expenses.  These expenses shall be computed by applying the appropriate year-end statutory tax rates, with consideration of
future tax rates already legislated, to the future pretax net cash flows relating to the entity’s proved oil and gas reserves, less the tax basis of the
properties involved.  The future income tax expenses shall give effect to tax deductions and tax credits and allowances relating to the entity’s
proved oil and gas reserves.

d.       Future net cash flows.  These amounts are the result of subtracting future development and production costs and future income tax expenses from
future cash inflows.
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e.       Discount.  This amount shall be derived from using a discount rate of 10 percent a year to reflect the timing of the future net cash flows relating to

proved oil and gas reserves.
f.        Standardized measure of discounted future net cash flows.  This amount is the future net cash flows less the computed discount.

 
(27) Reservoir.  A porous and permeable underground formation containing a natural accumulation of producible oil and/or gas that is confined by
impermeable rock or water barriers and is individual and separate from other reservoirs.
 
(28) Resources.  Resources are quantities of oil and gas estimated to exist in naturally occurring accumulations.  A portion of the resources may be estimated
to be recoverable, and another portion may be considered to be unrecoverable.  Resources include both discovered and undiscovered accumulations.
 
(29) Service well.  A well drilled or completed for the purpose of supporting production in an existing field.  Specific purposes of service wells include gas
injection, water injection, steam injection, air injection, salt-water disposal, water supply for injection, observation, or injection for in-situ combustion.
 
(30) Stratigraphic test well.  A stratigraphic test well is a drilling effort, geologically directed, to obtain information pertaining to a specific geologic
condition.  Such wells customarily are drilled without the intent of being completed for hydrocarbon production.  The classification also includes tests
identified as core tests and all types of expendable holes related to hydrocarbon exploration.  Stratigraphic tests are classified as “exploratory type” if not
drilled in a known area or “development type” if drilled in a known area.
 
(31) Undeveloped oil and gas reserves.  Undeveloped oil and gas reserves are reserves of any category that are expected to be recovered from new wells on
undrilled acreage, or from existing wells where a relatively major expenditure is required for recompletion.
 

(i)    Reserves on undrilled acreage shall be limited to those directly offsetting development spacing areas that are reasonably certain of production when
drilled, unless evidence using reliable technology exists that establishes reasonable certainty of economic producibility at greater distances.

 
(ii)   Undrilled locations can be classified as having undeveloped reserves only if a development plan has been adopted indicating that they are

scheduled to be drilled within five years, unless the specific circumstances, justify a longer time.
 

From the SEC’s Compliance and Disclosure Interpretations (October 26, 2009):
 

Although several types of projects — such as constructing offshore platforms and development in urban areas, remote locations or environmentally
sensitive locations — by their nature customarily take a longer time to develop and therefore often do justify longer time periods, this determination
must always take into consideration all of the facts and circumstances. No particular type of project per se justifies a longer time period, and any
extension beyond five years should be the exception, and not the rule.

 
Factors that a company should consider in determining whether or not circumstances justify recognizing reserves even though development may extend
past five years include, but are not limited to, the following:

 
·         The company’s level of ongoing significant development activities in the area to be developed (for example, drilling only the minimum number

of wells necessary to maintain the lease generally would not constitute significant development activities);
·         The company’s historical record at completing development of comparable long-term projects;
·         The amount of time in which the company has maintained the leases, or booked the reserves, without significant development activities;
·         The extent to which the company has followed a previously adopted development plan (for example, if a company has changed its development

plan several times without taking significant steps to implement any of those plans, recognizing proved undeveloped reserves typically would
not be appropriate); and

·         The extent to which delays in development are caused by external factors related to the physical operating environment (for example,
restrictions on development on Federal lands, but not obtaining government permits), rather than by internal factors (for example, shifting
resources to develop properties with higher priority).

 
(iii)  Under no circumstances shall estimates for undeveloped reserves be attributable to any acreage for which an application of fluid injection or other

improved recovery technique is contemplated, unless such techniques have been proved effective by actual projects in the same reservoir or an
analogous reservoir, as defined in paragraph (a)(2) of this section, or by other evidence using reliable technology establishing reasonable certainty.

 
(32) Unproved properties.  Properties with no proved reserves.
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