A.A.P.L. FORM 610-1982

MODEL FORM OPERATING AGREEMENT

Madera Federal Prospect

OPERATING AGREEMENT
DATED

July 10 , 2012

year

OPERATOR Regeneration Energy Corp.

CONTRACT AREA Sec. 1: Lot 4, SW/ANW/4, NW/4SW/4; Sec. 11: EI2EI2, WI2W/2;

Sec. 17: ALL. Township 24 South, Range 34 East; Sec. 11: S/2; Sec. 12 ALL ;

Sec. 13: NE/4, N/2NW/4, SE/ANW/4 Township 25 South, Range 34 East

COUNTY OR PARISH OF Lea STATE OF New Mexico

COPYRIGHT 1982 - ALL RIGHTS R\ESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 4100 FOSSIL CREEK BLVD., FORT
WORTH, TEXAS, 76137-2791, APPROVED
FORM. AAPL., NO. 610 - 1982 REVISED

Fi. (3 @’QW)



A AP.L.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

TABLE OF CONTENTS
Article Title Page
L DEFINTTIONS ..ottt veem st e re st 0 b e e tese e es e se e s et vasmtereensatebesaabe b ameesesa et et esenenteres ]
HL EXHIBITS oo i ettt e et e s bt a s s s e s s aseseebase b et ese et 1E e s Hhareesessrn b ananenrea s i
[, INTERESTS OF PARTIES ...ttt issnsses s s s sse s s ss e s s sn b s e ns s as st emenesns 2
A. OIL AND GAS INTERESTS ..ottt eresras v sy et e 2
B. INTERESTS OF PARTIES IN COSTS AND PRODUCTION ..o v 2
C. EXCESS ROYALTIES, OVERRIDING ROYALTIES AND OTHER PAYMENTS ... 2
D. SUBSEQUENTLY CREATED INTERESTS ...t e retv s i 2
TV, THTLES it ettt et e et et et et sem e e eam e e st s eeenessraeb et b eb et s esaabent e eseteeneeas 2
A, TITLE EXAMINATION. ..ottt ettt s s v s srstesssn st e ssa b e eseebe et pa s enesteb e e st ar e seenas 2-3
B LOSS OF TITLE ..ot ettt s e ettt nan e eaeraaes 3
T FRIIUTE OF THIE oo et bbb e eb e emee b e er e een ey 3
2. Loss by Non-Payment or Erroneous Payment of Amount Due...........c.cooeveimiiinnenneninnncnieen, 3
3. OMNET LOSEES c.tii ettt b e 3
V. OPERATOR oo et b e ctes e se s b e e s bbb e st s e e s e e en e s st b s enena s 4
A. DESIGNATION AND RESPONSIBILITIES OF QPERATOR. ..o v, 4
B. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR ............ 4
1. Resignation or Removal 0f OPerator........ccccmvirrirnvi e, 4
2. Selection of SUCCESSOT OPEIALIOT ......oocieiee vttt e b e r e e eres e sinsreme et 4
C. EMPLOYEES L. crtr vttt et et s et a4 14t e e e et aben et s e s aebane e rns 4
. DRILLING CONTRACTS . cciccrnsanncriiniriisis s ssss bt e se e se s et sesvas e sassaeas b s sns sareee 4
VI, DRILLING AND DEVELOPMENT......c.ooiiiiiiieieee et sesstavsisista st e s es s enesnesesras s bssessessssssiaes 4
A INITIAL WELL Lot ase et ase e st s abe st st e e s mes e b s bt b han e be bt baraes 4-5
B. SUBSEQUENT OPERATIONS ...ooiiiinii ettt erererev et as st seesnsasess s srnan 5
1. PropoSed OPBTALIONS iiiiiiiiiiioic it ee sttt srsr sttt enas 5
2. Operations by Less than Al PArEs ... sbss s 5-6-7
3. SHANA-BY TIME .ttt st sse s e s s ssbes e a e s re bt e sn e bbb anas 7
4. SIdEIFACKITIE 1ioei it e e et en e 7
C. TAKING PRODUCTION IN KIND ......oiiciciiinninriennieseeevssiose it sss e seessssnasssssnes i issssasessons 7
D ACCESS TO CONTRACT AREA AND INFORMATION ..o 8
E. ABANDONMENT OF WELLS.......c.coii ittt sn bbb e ssssae s s s es e ran b ere st vestenes 8
1. Abandonment of Dry HOIES ..o e s 8
2. Abandonment of Wells that have Produced.........oovviviiviceici i -9
3. Abandonment of Non-Consent OPeTations .......ccoveevieviiiiieicerecs e s te e e 9
VII. EXPENDITURES AND LIABILITY OF PARTIES .....cooive e sss s e 9
A. LIABILITY OF PARTIES .. it v i1ttt ettt sn et bbbt smennns 9
B. LIENS AND PAYMENT DEFAULTS ..o i sss s ssssa s ssessn e b 9
C. PAYMENTS AND ACCOUNTING.....ccciiiriie ettt ee et ees s esassbetens et ssstsesenenenenenns 9
D. LIMITATION OF EXPENDITURES ... ettt ers s 9-10
Lo DI 08 DBEPEM. ..ttt et e et a s et s e et s s a1 e en e e ar e e e b e et e e atet e 9-10
2. Rework of PIUE BACK ..ottt b e s 10
3. Other OPerations ..ot et a s e s es e et en s 10
E. RENTALS, SHUT-IN WELL PAYMENTS AND MINIMUM ROYALTIES ..o 10
B T AXES e e e et et e r gt R e e e 10
G. INSURANCE ...ttt et e s e sa e e e eae e £ et e et eseenat bt ene 11
VI, ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST ...cevvviieeeeieeee et 11
A. SURRENDER OF LEASES. ...ttt mem e e bbbt bbb e 11
B. RENEWAL OR EXTENSION OF LEASES ...t sre s s raesesessssssenssss s 11
C. ACREAGE OR CASH CONTRIBUTIONS ......ooi ittt e s 11-12
D. MAINTENANCE OF UNIFORM INTEREST ........cccoiiiviirioeierieteieesiosse et sneeaeseve s str s e snvenes 12
E. WAIVER OF RIGHTS TO PARTITION ... it cie e sa s et srs e enas 12
F. PREFERENTIAL RIGHT TO PURCHASE ..ot e e s 12
IX. INTERNAL REVENUE CODE ELECTION.....cociiiirieeerieice ittt cnr sttt eseaess e 12
X. CLAIMS AND LAWSUITS ..o cts e ns e et es st et em e e eae e eeete et e ab et e et et et a st e am s eas e e 13
X1, FORCE MAJEURE .....cocoiiiiiiis ittt et ss s s e o1 h s s st s eb s 13
KIL NOTICES ..ot s e r e s sr s s s st s e s e b1 ra e s 1ses s 1 s st e eRes e e e R e rm et b ene s ets 13
X1, TERM OF AGREEMENT .. \iiiiiiiinininiie sttt st et s st e nen st sne st ma e eee 13
X1v. COMPLIANCE WITH LAWS AND REGULATIONS ... ..o iiirviirmeirinieseee e e se s e 14
A. LAWS, REGULATIONS AND ORDERS ...t tessn et erses s essesesesesevaecssssasesansees 14
B. GOVERNING LAW Lot ettt sttt e e e s s e nene s eae et st snansene 14
C. REGULATORY AGENUCIES ...ttt st s sne sttt se st 14
XV, OTHER PROVISIONS. ... st stssravessasaessenaseesrarssesssssssssesasnsssssnsstesesssssssssst esssnranis 14
XVI MISCELLANEQUS ..ot sie st ettt ettt s se b se s sr e are b seare s bbb et ra e 15

Table of Contents



L B N T

B - = - - - - N - - N = = T U o S T N T Ty T v T T I I X T N R N R e T
BT R W N o R e B - T~ Sl B N R o N - - R T - Y T U S R e N = T Y- - T T~ N i v S s R e e B & N ==

A APL.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between Regeneration Energy Corp.

hereinafier designated and
referred to as “Operator”, and the signatory party or partics other than Operator, sometimes hereinafler referred to individually herein
as "Non-Operator”, and collectively as “Non-Operators”,

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the fand identified in
Exhibit “A™, and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the
production of o1l and gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agreed as foltows:

ARTICLE |
DEFINITIONS

As used in this agreement, the following words and terms shafl have the meanings here ascribed to them;

A. The term “oil and gas™ shall mean oil, gas, casinghecad gas, gas condensate, and all other liquid or gaseous hydrocarbons
and other marketable substances produced therewith, unless an intent 1o limit the inclusivencss of this term is specifically stated.

B. The terms “oil and gas lease”, “lease” and “leasehold” shall mean the oil and gas leases covering tracts of land
lying within the Contract Area which are cwned by the parties to this agreement.

C. The term “oil and gas interests” shall mean unleased fee and mineral interests in tracts of land lying within the
Contract Area which are owned by parties to this agreement.

D. The term “Contract Area” shall mean all of the lands, oil and gas leaschold interests and oil and gas interests intended to be
developed and cperated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas inieresis
are described in Exhibit “A”,

E. The term “drilling unit” shall mean the area fixed for the drilling of one well by order or rule of any siate or
federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the dsitfing unit as establish-
ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties.

F. The term “drillsite™ shall mean the oil and gas lease or interest on which a proposed well is to be located.

G. The terms “Drilling Party” and “Consenting Party” shall mean a party who agrees to join in and pay its share of the cost of
any operation conducted under the provisions of this agreement.

H. The terms “"Non-Drilling Party” and “Non-Consenting Party” shall mean a party who elects not 1o participate
in a proposed operation.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the
singular, and the neuter gender includes the masculine and the feminine,

ARTICLEIL
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:

M A. Exhibit “A”, shall include the following infermation:

(1) Identification of lands subject to this agreement,

(2) Restrictions, if any, as to depths, formations, or substances,

(3) Percentages or fractional interests of parties to this agreement,

(4) Oil and gas leases and/or 0il and gas interests subject to this agreement,

{5) Addresses of parties for notice purposes.
B. Exhibit “B", Form of Lease.
C. Exhibit “C”, Accounting Procedure.
D. Exhibit “D", [nsurance.
E. Exhibit “E”, Gas Balancing Agreement,
F. Exhibit “F", Non-Discrimination and Certification of Non-Segregated Facilities.
G, Exhibit “G", Tax Partnership,
If any provision of any exhibit, except Exhibits “E™ and “G", is inconsistent with any provision contained in the body

ORE&=EO

of this agreement, the provisions in the body of this agreement shall prevail.
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ARTICLE 111,
INTERESTS OF PARTIES

A.  Oil and Gas Interests:

If any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agreement
and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit “B”, and the owner thereof
shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder,

B. Interests of Parties in Costs and Production;

Unless changed by other provisions, atl costs and liabilities incurred in operations under this agreement shall be borne and
paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the partics as their interests are set
forth in Exhibit “A”. In the same manner, the parties shall also own all production of cil and gas from the Contract Area subject {0 the
payment of royalties to the extent of as shown of record which shall be borne as hereinafier set forth,

Regardless of which party has contributed the lease(s) and/or oil and gas imteresi(s) hereto on which royalty is due and
payable, each party entitled te receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or
cause 1o be paid or delivered, to the exient of its interest in such production, the royalty amount stipulated hereinabove and shall hold the
other parties free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received
by such party, to any other party’s lessor or royalty owner, and if any such other party's lessor or foyalty owner should demand and
receive seltiement on a higher price basis, the party contributing the affected iease shall bear the additional royalty burden attributable 1o
such higher price,

Nothing contained in this Asticle [11.B. shall be deemed an assignment or cross-assignment of interests covered hereby,
C.  Excess Royalties, Overriding Royalties and Other Payments;

Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to any royalty,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article I11.B., such party so
burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless from any
and all claims and demands for payment asserted by owners of such excess burden. )

D.  Subscquently Created Interests:

I any party should hereafler create am overriding royalty, production payment or other burden payable out of production
afiributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit "A”, or
was not disclosed in writing to all other parties prior to the execution of this agreement by all parties, of is not 2 jointly acknowledged and
accepted obligation of all parties (any such interest being hercinafter referred to as “subsequently created interest™ irrespective of the
timing of its creation and the party out of whese working interest the subsequently created interest is derived being hereinafter referred
1o as “burdened party”), and:

1. If the burdened party is required under this agreement fo assign or selinquish to any other party, or parties, all or a portion
of its working interest and/or the production attributable thereto, said other party, or parties, shall receive said assignment and/or
production free and clear of said subsequently created interest and the burdened party shall indemnify and save said other party,
or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created inferest;
and,

2. I the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VILB. shall be
enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of
the burdened party.

ARTICLE IV,
TITLES

A.  Title Examination:

Title examination shall be made on the drillsite of any preposed well prior o ¢ommencement of drilling operations er, if
the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned to be includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding
royalty and production payments under the applicable leases. Al the time a well is proposed, each party contributing leases and/or oil and
gas interests to the drillsite, or 10 be included in such drilling unit, shall furnish to Operator all abstracts (including federal lease status
repons), title opinions, title papers and curative material in its possession free of charge, All such information not in the possession of or
made available to Operator by the parties, bul necessary for the examination of the title, shall be obtained by Operator. Operator shall
cause title to be examined by attorneys on its staff or by outside attomeys. Copies of all title opinions shall be fumnished to cach party
herelo. The cost incurred by Operator in this title program shall be borne as follows:

O Option _MNo. 1: Costs incurred by Operator in procuring abstracts and title examination (including preliminary, supplemental,
shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as provided in Exhibit “C”,
and shall not be a direct charge, whether performed by Operator’s staff attoraeys or by cutside atiomeys.
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ARTICLE ¥
continued

&1  Option No. 2: Costs ingurred by Operator in procuring abstracts and fees paid outside attormeys for titic examination
(including preliminary, supplemental, shut-in gas royalty opinions and divisicn order title opinions) shall be borne by the Drilling Parties
in the proportion that the interest of each Drilling Party bears te the total interest of all Drilling Parties as such interests appear in Ex-

hibit “A”, Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above
functions. ‘

Each party shall be respoasible for securing curative matter and pooling amendments or agreements required in connection
with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooting orders.
This shall not prevent any party from appearing on its own behalf at any such hearing.

No well shall be drilled on the Contract Area untif afier (1) the title 1o the drillsite or drilling unit has been examined as above
provided, and (2) the title has been approved by the examining attorney or title has been accepled by all of the parties who are 10 par-
ticzpate in the drilling of the well.

B. Loss of Title:

1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a
reductien of interest from that shown on Exhibit “A”, the party contributing the affected lease or interest shall have ninety (90) days
from final determination of title failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
tion will not be subject to Article VIIL.B., and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining oil
and gas leases and interests: and,

(a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss and it shall not be
entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred,
but there shall be no additional liability on its part to the other parties hereto by reason of such title failure;

(b) There shall be no retroactive adjusiment of expenses incurred or revenues received from the operation of the interest which has
been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title failure has oc-
curred, so that the interest of the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract
Area by the amount of the interest lost;

(¢) If the proportionate interest of the other parties hereto in any producing well theretofore drilted on the Contract Area is
increased by reason of the title failure, the party whose titie has failed shall receive the proceeds attributable to the increase in such in-
terest {less costs and burdens attributable thereto} until it has been reimbursed for unrecovered costs paid by it in connection with such
well;

(d) Should any person not a party to this agreement, who is determined to be the owner of any tnterest in the title which has
failed, pay in any manner any part of the cost of operation, development, or equipment, such smount shall be paid to the party or parties
who bore the casts which are so refunded;

(e) Any liability to account to a third party for prior production of oil and gas which ariscs by reason of title failure shall be
borne by the party or parties whose title failed in the same proportions in which they shared in such prior production; and,

() No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest
claimed by any party hereto, it being the intention of the parties hereto that each shall defend title to its inlerest and bear all expenses in
connection therewith,

2. Loss by Non-Payment or Erronsous Payment of Amount Due: If, through mistake or oversight, any rental, shut-in well
payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required
payment secuses a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment,
which acquisition will not be subject to Anicle VIILB., the interests of the parties shall be revised on an acreage basis, effective as of the
date of termination of the lease involved, and the party who faited 10 make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the
required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to
the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

(a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost interest, on an acreage basis,
up Lo the amount of unrecovered costs;

(b} Proceeds, less operating expenscs, thereafter accrued attributable to the lost inferest on an acreage basis, of that portion of
il and gas thereafter produced and marketed {excluding production from any wells thereafter drilled) which, in the absence of such lease
termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
portion of the oil and gas to be contributed by the other parties in proportion to their respective interest; and,

(¢) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of the interest
lost, for the privilege of participating in the Contract Area or becoming a party Lo this agreement.

3. Other Losses: All losses incﬁrrcd, other than those set forth in Articles IV.B.]. and IV.B.2. above, shall be joint losses
and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining portion of
the Contract Area.
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ARTICLE V.
OPERATOR
A.  Designation and Responsibilities of Operator:
Regeneration Energy Corp, shall be the

Operator of the Contract Area, and shall conduct and direct and have full control of all operations on the Contract Area as permitted and
required by, and within the limits of this agreement. It shall conduct all such operations in a good and workmanlike manner, but it shall
have no liability as Operator to the other parties for losses sustained or liabilities incurred, excepi such as may result from gross
negligence or willful misconduct.

B.  Resignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators,

If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as
Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor, Operator
may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the
affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit “A” remaining
after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o’clock AM. on the
first day of the calendar month following the expiration of ninety {(90) days after the giving of notice of resignation by Operator or action
by the Non-Operators (o remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier
date. Operator, afler effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator, A change of a cor-
porate name or siructure of Operator or transfer of Operator’s interest to any single subsidiary, parent or successor corporation shall not
be the hasis for removal of Operator.

2. Selection of Successor Operator:  Upon the resignation or removal of Operator, a successor Operator shall be selected by
the parties, The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator is sefected. The successor Operater shall be selected by the affirmative vote of two (2) or more parties owning a majority interest
based on ownership as shown on Exhibit “A™ provided, however, if an Operatar which has been removed fails 1o vote or votes only to
succeed itself, the successor Operator shall be selecied by the affirmative vote of two (2) or more parties owning a majority interest based
on ownership as shown on Exhibit A" remaining afier excluding the voting interest of the Operator that was removed.

C. Employees:

The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the
compensation for services performed shall be determined by Operator, and all such employess shall be the employees of Operator.

D, Drilling Contracts:

All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so
desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing

rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and
such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
dependent contractors who are doing work of a similar nature.
ARTICLE VL
DRILLING AND DEVELOPMENT

A, Initial Well:

On or before the 30th day of September ,fear) 2013 |, Operator shall commence the drilling of a well for
oil and gas ai the following location; g&a&e 7;‘ GTEEI.:

ectE)}‘F\hﬁ -245 R-34E

and shall thereafier continue the drilling of the well with due diligence to
Test the Bone Spring Formation

unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impraclical, is en-
countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth.

Operator shall make reasonable tests of all formations encountercd during drilling which give indication of containing cil and
gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or formations, in which
event Operator shall be required to test only the formation or formations to which this agreement may apply.
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ARTICLE VI
continued

If, in Operator’s judgment, the well will not produce oil or gas in paying quantities, and it wishes to plug and abandon the
well as a dry hole, the provisions of Article VLE.1. shall thereafter apply.

B. Subsequent Operations:

1. Proposed Operations: Should any party hereto desire to drill any well on the Contract Area other than the well provided
for in Article VLA, or to rework, deepen or plug back a dry hole drilled a1 the joint expense of all parties or a well jointly owned by all
the parties and not then producing in paying quantitics, the party desiring to drill, rework, deepen or plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work o be performed, the location, proposed depth, objective forma-
tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice
within which to notify the party wishing 1o do the work whether they elect to participate in the cost of the proposed operation. If a drill-
ing rig is on location, notice of a proposal ta rework, plug back or drill deeper may be given by telephone and the response peried shall be
limited to forty-eight (48) hours, exclusive of Saturday, Sunday, and legal holidays. Failure of a party receiving such notice to reply within
the pericd above fixed shall constitute an election by thai party not to participate in the cost of the proposed operation. Any notice or
response given by telephone shall be promptly confirmed in writing,

If all parties elect to participate in such a proposed operatien, Operator shall, within ninety (90) days after expiration of the notice
period of thirty (30) days {or as promptly as possible afler the expiration of the forty-eight {(48) hour period when a drilling rig is on loca-
tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
ties hereto, provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties,
for a pericd of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obiain
permits from governmental authorities, surface rights {including rights-of-way) or appropriate drilling equipment, or to complete title ex-
amination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article X1, if the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and
if any party hereto still desires to cenduct said operation, written notice propesing same must be resubmitted to the other parties in accor-
dance with the provisions hereof as if no prior proposal had been made.

2. Operations by Less than All Parties; If any party receiving such notice as provided in Article V1.B.1. or VILD.l. (Option
Nao. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party or parties
giving the notice and such other parties as shall elect to participate in the operation shall, within ninety (90) days after the expiration of
the notice period of thirty (30} days (or as premptly as possible afier the expiration of the forty-eight (48) hour period when a drilling rig is
on location, as the case may be) actually commence the proposed operation and complete it with due diligence, Operaor shall perform all
work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is
& Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tien for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
senting Parties, when conducting operations on the Contract Area pursuant to this Articte V1.B.2,, shall compiy with all terms and con-
ditions of this agreement,

If less than all partics approve any proposed operation, the proposing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and ils recommendation as
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours
(exclusive of Saturday, Sunday and legal holidays) afier receipt of such notice, shali advise the proposing party of its desire to (a) limit par-
ticipation to such party’s interest as shown on Exhibit “A™ or (b) carry its proportionate part of Non-Censenting Parties® interests, and
failure to advise the proposing party shall be deemed an election under {a). In the event a drilling rig is on location, the time permitted for
such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,

at its election, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision.

The entire cost and risk of conducting such operations shall be bome by the Consenting Parties in the proportions they have
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved in such
operations free and clear of all liecns and encumbrances of every kind created by or arising from the operations of the Consenting Parties.
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the weil and restore the surface Jocation at their
sole cost, risk and expense, If any well drilled, reworked, deepened or plugged back under the provisions of this Arlicle resuits in a pro-
ducer of oil andfor gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole cost and risk,
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and the well shal! then be twmed over to Operator and shall be operated by it at the expense and for the account of the Consenting Par-
ties. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished 1o Consenting Pastics,
and the Consenting Parties shall own and be entitled 1o receive, in proportion 1o their respective interests, all of such Non-Consenting
Party’s interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or
market vatue thereof if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty aad other in-
terests not excepied by Article I11.D. payable out of or measured by the production from such well accruing with respect to such interest
until it reverts) shall equal the total of the following:

(a) 100% of each such Nen-Consenting Party’s share of the cost of any newly acquired surface equipment beyond the wellhead
connections {including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such
Non-Consenting Party’s share of the cost of operation of the well commencing with first production and continuing until each such Non-
Consenting Party’s relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
Consenting Party’s share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting
Party had it participated in the well from the beginning of the operations; and

(b} 400 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing,
afier deducting any cash contributions received under Article VI11.C,, and 400 % of that portion of the cost of newly acquired equip-
ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Party if it had
participated therein,

See first paragraph of Page 6a

An clection not to participate in the drilling or the deepening of a well shall be deemed an election not to participate in any re-
working or plugging back operation proposed in such a well, or portion thereof, 10 which the initial Non-Consent election applied that is
conducted at any time prior 10 full recovery by the Consenting Parties of the Non-Consenting Party’s recoupment accoual, Any such
reweorking or plugging back operation conducted during the recoupment period shall be deemed part of the cost of operation of said well
and there shaii be added to the sums to be recouped by the Consenting Partics one hundred percent (100%) of that portion of the costs of
the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had it participated therein. If
such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article V1.B. shall be ap-
plicable as between said Consenting Parties in said well.

See second paragraph of Page 6a

During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share of production, or the
proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other
taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party's share of production not excepled by Ar-
ticle 111.D.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted (o use, free
of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; and upon
abandonment of s well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip-
ment to the owners thereof, with gach party receiving its proportionate part in kind or in value, fess cost of salvage.

Within sixty {60) days after the completion of any operation under this Article, the party conducting the operations for the
Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected 10 the well, and an
itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production; or, a1 is
option, the operating party, in keu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
ings. Each month thereafier, during the time the Consenting Parties are being reimbursed as provided above, the party conducting the
operations for the Consenting Parties shall furnish the Non-Consenting Partics with an itemized statement of all costs and liabilities in-
curred in the operation of the well, together with a statement of the quantity of ol and gas produced from it and the amount of proceeds
realized from the sale of the well's working interest production during the preceding month, In determining the quantity of oit and gas
produced during any month, Consenting Parlies shall use industry accepted methods such as, but not limited 1o, metering or periodic
well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such operation
which would have been owned by a Non-Consenting Party had it participated therein shalt be credited against the total unreturned ¢osts
of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall revert ta it as
above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party,

See third paragraph of Page 6a
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Notwithstanding any language under Article VI.B. to the contrary, in any well in which a completion attempt
may be made at more than one depth, each party who participated in the initial operations hereto shall have the right to
make a separate election as to each interval in which a completion is proposed. Should a party hereto elect not to
participate in a completion attempt as to any one interval, then those parties who elect to participate in the completion
attempt as to that interval, shall, in the proportions they have elected to bear, share all costs, risks and expenses of
such completion attempt. Any recoupment of said expenses shall be made solely from the production attributable to
that interval,

Gas production attributable to any Non-Consenting Party's relinquished interest upon such Party election
shall be sold to its purchaser, if available, under the terms of its existing gas sale contract. Such Nen-Consenting Party
shall direct its purchaser to remit the proceeds receivable from such sale direct to the Consenting Parties until the
amounts provided for in this Article are recovered from the Non-Consenting Parties unti! the amounts provided for in
this Article are recovered from the Non-Consenting Party's relinquished interest. If such Non-Consenting Party has not
contracted for sale of its gas at the time such gas is available for delivery, or has not made the election as provided
above, the Consenting Parties shall own and be entitled to receive and sell such Non-Consenting Party's share of gas
as hereinabove provided during the recoupment period.

Notwithstanding any provisions to the contrary in this or any other agreement, a Non-Consenting Party, upon
notice in the writing to Operator, and/or any party carrying all or part of the non-consenting interest shall have the right
at all times and from time to time within two (2) years of the date it received notice that payout has occurred, to audit
Operator's andior carrying party's accounts and records relating to or connected with its ocperations on the Contract
Area or on land pooled therewith, regardless of when such operations were conducted.

-6Ha-
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If and when the Consenting Parties recaver from a Non-Consenting Party's relinquished interest the amounts provided for above,
the relinquished interests of such Non-Consenting Party shall automatically revert to i1, and, from and after such reversion, such Non-
Coensenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production
therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging
back of said well. Thereafter, such Nen-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of
the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto,

Notwithstanding the provisions of this Article VI.B.2., it is agreed thal without the mutuai consent of all parties, no wells shall
be completed in or produced from a source of supply from which a well located elsewhere on the Contract Area is producing, unless such
well conforms to the then-existing well spacing pattern for such source of supply.

The provisioens of this Article shall have no application whatsoever to the drilling of the initial well described in Article V1A,
except (a) as to Article VILD.1. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial well
after if has been drilled to the depth specified in Asticle VLA, if it shall thereafter prove to be a dry hole or, if initially compieted for pro-
duction, ceases to produce in paying quantities.

3. Stand-By_Time. When a well which has been drilled or deepened has reached its authorized depth and ali tests have been
completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party’s notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged and bome as pant of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant o the terms of the second gram-
matical paragraph of Article VI.B.2,, shall be charged to and bomne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion
each Consenting Party's interest as shown on Exhibit “A™ bears to the total interest as shown on Exhibit “A™ of all Consenting Par-
ties.

4. Sidetracking; Except as hereinafter provided, those provisions of this agreement applicable to a “deepening™ operation shall
also be applicable to any proposal 10 directionally control and intentionally deviate a well from vertical so as to change the bottam hole
location (herein call “sidetracking”™), unless done to straighten the hole or to drill around junk in the hole or because of other
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the
affected well bore at the time of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share (equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore 10 be utitized as follows:

(2) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in
the initial drilling of the well down to the depth at which the sidetracking operation is initiated.

(b) If the proposal is for sidetracking a welt which has previously produced, reimbursement shall be on the basis of the well's
salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the
provisions of Exhibit “C”, less the estimated cos! of salvaging and the estimated cost of plugging and abandoning.

In the event that notice for a sidetracking cperation is given while the drilling rig to be utilized is on location, the response peried
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and
receive up to eight (8} additional days after expiration of the forty-eight {48) hours within which to respond by paying for all stand-by time
incurred during such extended response pericd. 1f more than one party elects to take such additional time to respond to the notice, stand
by costs shall be allocated between the parties taking additional time to respend on a day-to-day basis in the proportion each electing par-
ty’s interest as shown on Exhibit “A” bears to the total interest as shown on Exhibit “A” of all the electing parties. In all other in-
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days.

C.  TAKING PRODUCTION IN KIND:
ave the right to ) . .

Each party shall Pta&e ﬁn {ng or separately dispose of its propertionate share of all oil and gas produced from the Contract Asea,
exclusive of production which may be used in development and producing operations and in preparing and treating oil and pas for
marketing purposes and production unavoidably lost. Any extra expenditure incusred in the taking in kind or separate disposition by any
party of its proportionate share of the preduction shall be borne by such party. Any party taking its share of production in kind shall be
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required to pay for only iis proportionate share of such part of Operator’s surface facilities which it uses.

Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production {rom
the Contract Area, and, except as provided in Article VIL.B,, shall be entitled to receive payment directly from the purchaser ihereof for
its share of all production,

In the event any party shall fail 1o make the arrangements necessary to take in kind or separately dispose of its proportionate share of
the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not
the obligation, to purchase such oil or sell it to others at any time and from time to time, for the account of the non-taking parly at the
best price obtainable in the area for such production. Any such purchase or saie by Operator shall be subject always to the right of the
owner of the production to exercise at any time its right 10 take in kind, or separately dispose of, its share of all oil not previously
delivered 10 a purchaser, Any purchase or sale by Operator of any other party's share of oil shall be only for such reasonable periods of
time as are consistent with the minimum needs of the industry under the particular circumstances, but in no ¢vent for a period in excess
of one (1) year.

In the event one or more parties’ separate disposition of its share of the gas causes split-stream deliveries to separate pipelines and/or
deliveries which on a day-to-day basis for any reason are not exactly equal to a party’s respective proportionate share of total gas sales to
be allocated to it, the balancing or accounting between the respeciive accounts of the parties shall be in accordance with any gas balancing
agreement between the parties hereto, whether such an agreement is attached as Exhibit “E™, or is a separate agreement.

**See Bolow
D.  Access to Contract Area and Information:

Each party shall have access to the Contract Area at all reascnable times, at its sole cost and risk to inspect or observe operations,
and shall have access at reasonable times to information pertaining to the development or operation thereof, including Operator’s books
and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with
governmental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of
each month, and shall make available samples of any cores or cuttings taken from any well drilled on the Contract Area. The cost of
gathering and fumishing information to Non-Operator, other than that specified above, shall be charged to the Non-Operator that re-
quests the Information.

E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2, any well which has been
drilted or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandened

without the consent of all parties. Should Operator, afler diligent effort, be unable to contact any party, or should any party fail to reply
within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon
such well, such party shall be deemed to have consented to the proposed abandonment. All such wells shall be plugged and abandoned in
accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or deepening
such well, Any party who objects to plugging and abandoning such well shall have the right 1o take over the well and conduct further
operations in search of oil and/or gas subject to the provisions of Article VI.B.

2. Abandonment of Wells that have Produced: Except for any well in which & Non-Consent operation has been conducted

hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a
preducer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto, [f, within
thirty (30) days afier receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well,
those wishing to continue its operation from the interval(s) of the formation(s} then open to producticn shall tender to each of the other
parties its proportionate share of the value of the well's salvable material and equipment, determined in accordance with the provisions of
Exhibit “C", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and
material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to, but only as to, the in-
terval or intervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an oil and
gas interest, such party shall execute and deliver to the non-abardoning party or parties an oil and gas lease, limited to the interval or in-
tervals of the formation or formations then open to production, for a term of one (1) year and so long thereafier as oil and/or gas is pro-
duced from the interval or intervals of the formation or formations covered thereby, such lease o be on the form aftached as Exhibit

**Notwithstanding any provision to the contrary to this or any other agreement each party shall have the right at all
times and from time to time, upon written notice, to audit all of taking party andfor operator's records and accounts
related to or in connection with production or allocation of production from the contract area. Auditing of settlement
records shall also be applicable if taking party and/or operator distributes proceeds to the auditing party.
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continued

“B”. The assignments or leases so limited shall encompass the “drilling unit” upon which the well is located. The payments by, and the
assignments or leases (o, the assignees shall be in a ratio based upon the relationship of their respective percentage of participation in the
Contract Area to the aggregate of the percentages of participation in the Contract Area of all assignees. There shall be no readjustment of
interests in the remaining portion of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production from
the well in the interval or intervals then open other than the royalties retained in any Jease made under the terms of this Article. Upon re-
quest, Operator shall continue to operate the assigned wel! for the account of the non-abandoning parties at the rates and charges con-
templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned
well, Upen propesed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to
repurchase its prior interest in the well {using the same valuation formula) and participate in further operations therein subject to the pro-
visiens hereof,

3. Abandonment_of Non-Censent Operations: The provisions of Article VIE.l. or V1.E.2 above shall be applicable as between
Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be
permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been notified
of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article
VIE.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A.  Liabilicy of Parties:

The liability of the parties shall be several, not joint or collective. Each party shall be respensible only for its obligations, and
shall be liabie onty for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted
among the parties in Anticle VI1.B. are given to secure only the debis of each severally. It is not the imention of the parties to create, nor
shall this agreement be construed as creating, a mining or other parinership or association, or to render the parties liable as partners.

B. Liens and Payment Defaulis;

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share
of oil and/or gas when extracted and its interest in all equipment, 10 secure payment of its share of expense, together with interest thereon
al the rate provided in Exhibit “C”. To the extent that Operator has a security interest under the Uniform Commercial Code of the
state, Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lign
rights or security interest as security for the payment thereof. [n addition, upon default by any Non-Operator in the payment of its share
of expense, Operator shall have the right, without prejudice 10 other rights or remedies, to collect from the purchaser the proceeds from
the sale of such Non-Operator's share of oil andfor gas until the amount owed by such Non-Operator, plus interest, has been paid. Each
purchaser shall be entitled to rely upor Operator’s written Statement concerning the amount of any default. Operator grants a like lien
and security interest to the Non-Operators to secure payment of Operatot’s proportionate share of expense.

If any party fatls or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by
Operator, the non-defauliing parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the preportion that
the interest of each such party bears 1o the interest of all such parties. Each panty so paying its share of the unpaid amount shall, to obtain
reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph.

C. Payments and Accounting:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses incurred in the develepment
and operation of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
lionate shares upen the expense basis provided in Exhibit “C”. Operator shall keep an accurate record of the joint account hereunder,
showing expenses incurred and charges and credits made and received.

Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance
of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shatl be submitted
on or before the 20th day of the next preceding month. Each party shall pay to Operator its proporticnate share of such estimate within
fifteen (15) days after such estimate and invoice is received. 1f any party fails to pay its share of said estimate within said time, the amount
due shall bear interest as provided in Exhibit “C” unti] paid. Proper adjustment shall be made monthly between advances and actual ex-
pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no mere.

D. Limitation of Expenditures:

1. Prill or Deepen; Without the consent of all parties, no well shall be drilled or deepened, except any well drilled or deepened
pursuant to the provisions of Article V1.B.2. of this agreement. Consent to the drilling or deepening shall include:
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0O Option No. 11 All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, including
necessary tankage and/or surface facilities.

1 Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its
authorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operater shall give immediate notice
to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty-eight
(48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect to participate in the setting of casing and the completion at-
tempt. Such election, when made, shall include consent 10 all necessary expenditures for the completing and equipping of such well, in-
cluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply within the period above fixed shall
comstitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than all of the parties,
clect to set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase “reworking, deepening or plugging
back™ as contained in Article V1.B.2, shall be deemed to include “completing™) shall apply to the operations thereafier conducted by less
than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or
plugged back pursuant to the provisions of Article VL.B.2. of this agreement. Consent to the reworking or plugging back of a well shall
include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage
and/or surface facilities.

3. Other Operations; Without the consent of all parties, Operator shall not undertake any single project reascnably estimated
to require an expenditure in excess of twenty-five thousand Dollars ($ 25,000.00 )
except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been
previously autherized by or pursuant to this agreement, provided, however, that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required
to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other
parties. If Operator prepares an authority for expenditure {(AFE) for its own use, Operator shall furnish any Non-Operator so requesting
an information copy thereof for any single project costing in excess of fifteen thousand
Dollars {$ 15,000.00 } but less than the amount first set forth above in this paragraph.

E. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the
party or parties who subjected such lease o this agreement at its or their expense. [n the event 1wo or more parties own and have con-
tributed interests in the same lease to this agreement, such partics may designate one of such parties to make said payments for and on
behalf of all such parties. Any party may reguest, and shall be entitled to receive, proper evidence of all such payments. In the event of
fallure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
ment is required to continue the lease in force, any loss which results from such non-payment shall be bome in accordance with the pro-
visions of Article [V.B.2.

Operator shall notify Nen-Operator of the anticipated completion of a shut-int gas well, or the shutting in or returr to production
of a producing gas well, at least five (5} days {excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by
circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify
Non-Operator, the loss of any lease contributed hereto by Nen-Operator for failure to make timely payments of any shut-in well payment
shall be bome jointly by the partics hereto under the provisions of Article IV.B.3.

F. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation alf property
subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they
become delinquent. Prior to the rendition date, cach Non-Operator shall furnish Operator information as to burdens (to include, but not
be limited to, royalties, overriding royalties and production payments) on leases and cil and gas interests contributed by such Non-
Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royaities, over-
riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or
owners of such leaschold estate, and Operator shall adjust the charge to such owner or owners so as to refiect the benefit of such reduc-
tion. i the ad valorem taxes are based in whole or in part upon separate valuations of each party’s working interest, then notwithstanding
anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax
value generated by each party’s working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in
the manner provided in Exhibit “C™.

If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time and manner
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final deter-
mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any
interest and penalty, When any such protested assessment shalt have been finally determined, Operator shait pay the tax for the jeint ac-
count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as
provided in Exhibit “C”.

Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or with respect
to the preduction or handling of such party’s share of 0il and/or gas produced under the terms of this agreement.
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ARTICLE VII
continued

G. Insurance;

At all times while operations are conducted hereunder, Operator shall comply with the workmen's compensation law of
the state where the operations are being conducted; provided, however, that Operator may be a self-insurer for liability under said com-
pensation laws in which event the only charge that shall be made to the jeint account shall be as provided in Exhibit “C”. Operator shall
also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit “D”, attached to and made a part
hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen’s compensation
law of the state where the operations are being conducted and to maintain such other insurance as Operator may require. '

[n the event automobile public Hability insurance is specified in said Exhibit “D”, or subsequently receives the approval of the
partics, no direct charpe shall be made by Operator for premiums paid for such insurance for Operator’s autemotive equipment.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole
or in part unless all parties consent therelo.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in
such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering
such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such
lease to be on the form attached hereto as Exhibit “B™, Upon such assignment or lease, the assigning party shall be relieved from all
obligations thereafter accruing, but not theretofore accrued, with respeci to the interest assigned or leased and the operation of any well
attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or fessee shall pay to the
party assignor or lessor the reasonable salvage value of the latter's interest in any wells and equipment attributable to the assigned or leas-
ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit “C", less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one party, the interest
shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties,

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor’s, lessor’s or surrendering
party’s interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Aren; and the acreage
assigned, leased or sumendered, and subsequent operations thereon, shall not thereafler be subject 0 the terms and provisions of this
agreement.

B.  Renewal or Extension of Leases:

If any party secures a renewal of any cil and gas lease subject to this agreement, all other parties shall be notified promptly, and
shall have the right for a peried of thirty (30} days following receipt of such notice in which te elect to participate in the ownership of the
renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several proper pro-
porticnate shares of the acquisition cost allocated 1o that part of such lease within the Contract Area, which shall be in propartion 1o the
interests held at that time by the parties in the Centract Area.

If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall be owned by the parties
who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
to the aggregate of the percentages of participation in the Contract Area of al! parties pariicipating in the purchase of such renewal lease.
Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be given an assignmemv}qto oiltfst g%gganri]onalc interest rein
by the acquiring party.

The provisions of this Article shall apply 1o renewal leases whether they are for the entire interest covered by the expiring lease
or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or
contracled for within six (6) months after the expiration of the existing lease shall be subject to this provision; but any lease taken or con-
tracted for more than six (6) months afier the expiration of an existing lease shall not be deemed a rencwal fease and shall not be subject to
the provisions of this agreement.

The provisions in this Article shall also be applicable to extensions of oil and gas leases.
C.  Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of a well or any other
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall be

applied by it against the cost of such drilling or other operation. If the contributien be in the form of acreage, the party to whom the con-
tribution is made shall promptly tender an assignment of the acreage, without warranty of titke, to the Drilling Parties in the proportions
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ARTICLE VIII
continued

said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to the extent possible, be
governed by provisions identical to this agreement, Each party shall promptly notify all other parties of any acreage or cash contributions
it may obtain in suppert of any well or any other operation on the Contract Ares. The above provisions shall also be applicable to cp-
tional rights to eamn acreage outside the Contract Area which are in support of a well drilted inside the Contract Area.

If any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder, such
consideration shall not be deemed a contribution as contemplated in this Article VIH.C.

D.  Maintenance of Uniform Interests:

For the purpose of maintaining wniformity of ownership in the oil and gas leaseheld interests covered by this agreement, no
party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells,
equipment and production unless such disposition covers either:

|. the entire interest of the party in all leases and equipment and preduction; or
2. an equal undivided interest in all Jeases and equipment and production in the Contract Area.

Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement
and shall be made without prejudice to the right of the other parties.

If, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at ils discretion, may
require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for
and approve and pay such party’s share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
party’s interest within the scope of the operations embraced in this agreement;, however, all such co-owners shall have the right to enter
ino and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract
Area and they shall have the right to reccive, separately, payment of the sale proceeds thereof. '

E.  Waiver of Rights to Partition:

I permitted by the Jaws of the state or states in which the property covered hereby is located, each party hercto owning an
undivided interest in the Contract Area waives any and all rights it may have lo partition and have set aside to it in severalty its undivided
interest therein.

F.  Preferential Right to Purchase:

Should any party desire to sell all or any part of its interesis under this agreement, or its rights and interests in the Contract
Area, it shall promptily give written notice to the other parties, with full information concerning its proposed sale, which shall include the
name and address of the prospective purchaser {whe must be ready, willing and able to purchase), the purchase price, and all other terms
of the offer. The other parties shall then have an optional prior right, for & period of ten (10) days after receipt of the notice, to purchase
on the same terms and conditions the interest which the other party propeses to scll; and, if this optional right is exercised, the purchas-
ing parties shall share the purchased interest in the proportions that the interest of each bears to the total interest of all purchasing par-
ties. However, there shall be no preferential right to purchase in those cases where any party wishes to mortgage its interests, of 10
dispose of its interests by merger, reorganization, consolidation, or sale of all or substantially all of its assets 1o a subsidiary or parent com-
pany or to a subsidiary of a parent company, or to any company in which any one party owns a majority of the stock.

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association
for profit between or among the parties hereto, Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not joint or cellective, or that this agreement and operations hercunder shalt not constitute a partnership, if, for federal income tax
purposes, this agreement and the operations hereunder are regarded as a parinership, each party hereby affected elects to be excluded
from the application of all of the provisions of Subchapter “K™, Chapter 1, Subtitle “A”, of the Internal Revenue Code of 1954, as per-
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
ccute on behalf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements,
and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further
evidence of this election, each such party shall execute such documents and furish such other evidence as may be required by the
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other
action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the Contract
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter “K", Chapter 1,
Subtitle “A", of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Code is per-
milted, each party hereby affecied shall make such election as may be permitted or required by such laws. In making the foregoing elec-
tion, each such party states that the income derived by such party from operations hereunder can be adequately determined without the
computation of partnership taxable income.
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ARTICLE X.
CLAIMS AND LAWSUITS
Operator may seftle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed fifteen thousand Dollars
(s 16,000.00 ) and if the payment is in complete settiement of such claim or suit. If the amount required for settlement ex-

ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is
delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
pense of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is
suved on account of any matter arising from operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, such party shall immediately notify all other parties, and the claim or suvit shall be treated as any other claim
or suit involving operations hereunder.

ARTICLE XI1.
FORCE MAJEURE

if any party is rendered unable, wholly or in part, by force majeure 10 carry out its obligations under this agreement, other than
the obligation to make meney payments, that party shall give to all other panies prompt written notice of the force majeure with
reasonably full particulars concerning it; thereupen, the obligations of the party giving the notice, so far as they are affected by the force
majeure, shall be suspending during, but no longer than, the conlinuance of the force majeure. The affected party shall use all reasonable
diligence to remove the force majeure situation as quickly as practicable.

The requirement that any force majeure shall be remedied with all reasonable dispatch shall net require the settlement of strikes,
lockouts, or other labor difficulty by the party involved, contrary 1o ils wishes; how all such difficulties shall be handled shall be entirely
within the discretion of the party concerned.

The term “force majeure”™, as here employed, shall mean an act of God, strike, lockout, or other industrial disturbance, act of
the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint

or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is
not reasonably within the control of the party claiming suspensicn.
ARTICLE XIl.
NOTICES

All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise
specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by lelex or telecopier and addressed to
the parties to whom the notice is given at the addresses listed on Exhibit “A”, The originating notice given under any provision hereof
shall be deemed given only when received by the party 1o whom such notice is direcied, and the time for such party to give any notice in
response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the lelegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
shall have the right to change its address at any time, and from time to time, by giving written rotice thereof to all other parties.

ARTICLE XIII.
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subject hereto for the
period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any
lease or oil and gas interest contributed by any other party beyond the term of this agreement.

O Option No. 1. So long as any of the oil and gas leases subject to this agreement remain or are continued in force as to any part
of the Contract Area, whether by production, exteasion, renewal, or otherwise,

&7  Option No. 2. In the event the well described in Article Y1.A., or any subsequent well drilled under any provision of this
agreement, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or
wells produce, or are capable of preduction, and for an additional period of 180 days from cessation of all production; provided,
however, if, prior t0 the expiration of such additional period, onc or more of the partics hereto are engaged in drilling, reworking, decpen-
ing, plugging back, Lesting or attempling to complete a well or wells hereunder, this agreement shall continue in force until such opera-
tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the event the
well described in Article VLA., or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, or capable
of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back or rework-
ing operations are commenced within 180 days from the date of abandonment of said well.

It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability which has
accrued or attached prior to the date of such termination,
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ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS
A, Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the Contract Area is located, 1o the valid rules,
regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state, and local laws, or-
dinances, rules, regulations, and orders,

B. Governing Law:

This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach,
remedies, procedures, rights, duties, and interpretation or construction, shall be governed and determined by the law of the state in which
the Contract Area is located. If the Contract Area is in two or more states, the law of the state of New Mexico
shall govern.

C. Regulatory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any rights,
privileges, or obligations which Nen-Operaters may have under federal or siate laws or under rules, regulations or orders promulgated
urder such laws in reference to oil, gas and mineral operations, including the location, operation, or production of wells, on tracts offset-
ting or adjacent to the Contract Area,

With respect to operations hereunder, Non-Operators agree 1o release Operator from any and all losses, d'cimagcs, injuries, claims
and causes of action arising out of, incident to or resulting directly or indirectly from Operator’s interpretation or applicatior of rules,
rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
Operator’s share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation or
application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application,

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the “Crude Oil Windfall Profit Tax Act
of 1980", as same may be amended from time to time (“Act™), and any valid regulations or rules which may be issued by the Treasury
Department from time to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other information
which is required to be fumished by said Act in a timely manner and in sufficient detail 10 permit compliance with said Act.

ARTICLE XV,
OTHER PROVISIONS
A.  Priority of Operations

Notwithstanding anything herein tc the contrary, it is agreed that when a well drilled under the terms of this
Agreement shall have been drilled to the objective formation or depth and the parties participating in the well
cannot mutually agree upon the sequence and timing of further operations regarding said well, the proposals shall
be considered in the following order;

1. A proposal to attempt to complete the well at either the objective depth or objective formation, including
the testing and logging of such well at such depth;

2. A propesal to plug back and attempt to complete said well above the objective formation (if there is more
than one proposal to plug back, the proposals will be considered in ascending order);

3. A proposal to deepen said well in order to attempt a completion below the objective formation (if there is
more than cne proposal to deepen, the proposals shall be considered in descending crder);

4, A proposal to sidetrack the well; and

§. A proposal to plug and abandon the well.

B. Notwithstanding any other provisions herein, if during the term of this agreement, a weli is required to be drilled,
deepened, reworked , plugged back, sidetracked, or re-completed, or any other operation that may be required in
order to (1) continue a lease or leases in force and effect, or (2) maintain a unitized area or any portion thereof in
force and effect, or (3) earn or preserve an interest in and to oil and/or gas and other minerals, which may be
owned by a third party of which, failing in such operaticn, may revert to a third party, or, (4) comply with an order
issued by a regulatory body having jurisdiction in the premises, failing in which certain rights would terminate, the
following shall apply. Should less than all of the parties hereto elect to participate and pay their proportionate
part of the costs to be incurred in such operation, those parties desiring to participate shall have the right to do so
at their sole cost, risk and expense. Promptly following the conclusion of such operation, each of those parties
not participating agree to execute and deliver an appropriate assignment to the total interest of each non-
participating party in and to the lease, leases, or rights which would have terminated or which otherwise may have
been preserved by virtue of such operation, and in and to the lease, leases or rights within the balance of the
drilling unit upon which the well was driiled, excepting, however, wells therefore completed and capable of
producing in paying quantities. Such assignment shall be delivered to the participating parties in the proportion
that they bore the expense attributable to the non-participating parties’ interest. For the purpose of defining a
required operation under this provision, such operation will be deem required if proposed within six {6) months
prior to thehdate ?uch rights would terminate (including a Pugh Clause or Continuous Development Clause) or any
extension thereof.

C. Multiple Proposals

Without the agreement of all the parties it is specifically provided that no notice or combination of notices by any
party or parties shall be permitted under Article VI hereof which proposes the drilling of more than one well.
Further, the provisions of Article VI, insofar as same pertains to notification by a party of its desire to drill a well,
shall be suspended for so long as (1} a pricr notice has been given which is still in force and effect and the pericd
of time during which the well regarding same may be commenced has not expired, or {2} a wel!l is then being
drilled hereunder. This paragraph shall not apply under those circumstances where the well to which notice is
directed is a well which Is required under the terms of a lease or contract or one required to maintain a lease or
portion thereof in force,
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ARTICLE XVI,
MISCELLANEOUS
This agreement shall be binding upon and shall inure to the benefit of the parties hereto and 10 their respective heirs, devisees,
legal representatives, successors and assigns,
This instrument may be executed in any number of counterparts, each of which shall be considered an eriginal for all purposes.
IN WITNESS WHEREOQF, this agreement shall be effective as of 10 day of July ,{year) __2012
OPERATOR
REGENERATION ENERGY CORP.
By: Raye Miller
'Iyitlc: ¥rcrs\?dcnt
NON-OPERATORS
THE ALLAR COMPANY CHEVRON USA INC.
By: By:
Title: Title:
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EXHIBIT “A”
Attached to a made a part of that certain Joint Operating Agreement dated

July 10, 2012, by and between Regeneration Energy Corp., as Operator, and The Allar
Company, et al, as Non-Operators.

. CONTRACT AREA/DEPTH RESTRICTIONS:

Township 24 South, Range 34 East, N.M.P.M.
Section 17: ALL

Township 25 South. Range 34 East, N.M.P.M.
Section 11: §/2

Section 12: ALL

Section 13: NE/4, EF2NW/4

Il. NAME, WORKING INTEREST PERCENTAGES, AND ADDRESSES OF THE
PARTIES FOR NOTICE PURPOSES:

Working
Interest
Regeneration Energy Corp. , 125
P.O. Box 210
Artesia, NM 88211-0210
The Allar Company 125
PO Box 1567
Graham, TX 76450
Chevron USA Inc. 75

PO Box 2100
Houston, TX 77252-2100

lll. OIL AND GAS LEASES SUBJECT TO THE AGREEMENT:

Federal Lease Number: NM 113418

Lease Date: March 1, 2005

Lessor: United States of America
Lessee: The Allar Company
Federal Lease Number: NM 113419

Lease Date: March 1, 2005

Lessor: _ United States of America

Lessee; The Allar Company



