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OPERATING AGREEMENT

THIS AGREEMENT, coered into by and between ____Marbob Energy Corporation

, hereinafter designated and
referred to as “Operator”, and the signatory party or parties other than Opetator, tmes herzinalter refered 1o individually herein
s “Non-Op ", and collectively as “Non-Operators™.

WITNESSETH:

WHEREAS, the partics to this agreement ate owners of oil and gas leascs andVor oil and gas interests in the tand identificd in
Exhibit “A”", and the parties hereto have reached 2n agr to explorc vnd develop these leases andfor oif and pas interests for the
production of oil and gas (0 the extent and as hercinafiar provided.

NOW, THEREFORE, & is agreed a3 foltows:

ARTICLEL
DEFINITIONS

As used in this agreement, the following words and terms shalt have the meanings hen ascribed to them:

A. The term *oil and gas™ shall mean oil, gas, casinghexd gas, gas cond and alt other liquid or gascous hydrocarbons
and other marketable sub produced therewith, unless an intent to limit the inclsiveness of this term is specifically stated.

B, The terme “oil and gog icase”, “leses” ond “lessshald” shall mesn the oof and gos lmses oovering trocts of land
lying within the Contract Area which arc owned by the parties (o this agreement.

C. The term “oil and gas interests™ shall mean unleased foe and mineal inteests in tracts of fand lyiog within Ure
Contract Acea which are owned by parties (o this agreement.

D. The tam “Conlract Arcs™ shall mean all of the Janis, oil and gas Jeoschold imterest: and oil and gas interests intended to be
developed and operated for oil and gas purposes under this agr Such lamis, oil and gas 1 aschold insercsts and oil and gas imerests
are described in Exhibit “A”.

€. The wow “dnlling unit™ shall mean the area fixcd for the drilling of onc we'! by onder or rule of any siats or
foderal body having authority. §f o drilling unit is oot fixed by any such rule or order, a drilling ueit shall be the drilling unit as establish-
ed by the pattern of dnilling in the Contract Araa or as fixed by express agreement of the Drilling Parti-s.

F. The torm “drillsite™ shall mnean e oil and gas Icase or interest on which a proposed well is to be located.

G. The tertrs “Dxilling Pacty” and “Consenting Party™ shall mean a party who agrees 10 joir. in and pay its sharc of the cost of
any operation conducted under the provisions of this agrecment,

H. The tams “Noa-Drilliog Party” and “Non-Consenting Panty™ shall mean a party who elects not lo pasticipale
in a propased operation.

Unless the context otherwise clcarly indicates, words used in the singular include the plural, the phlunal inchsdes dhe
singular, and the neuter gender includes the line and the f
ARTICLE 1.
EXHIBITS
The following exhibits, 28 indicated below and hed hereto, are incorg d in and ymde a part horeofl:

@ A Exinbit *A”, shall include the following information:
(1) {demification of lads subject 10 this agreement,
(2) Restrictions, ifany, as to depths, formations, or substances,
(3) P ges or fractional il of partics to this agreement,
(4) Qil and gas leases and’or oil and gas interests subject (o 1his agrerment,
(5) Addresses of paties for notice purposes.
B. Exhibit *B", Form of Lease.
C. Exhibit "C", Acoounting Procedure.
D. Exhibit *D”, insance,
E. Exhibit “E”, Qas Balancing Agrecment.
F. Exhibit “F", Non-Discrimination snd Certification of Non-Segregated Facillities.
G. Exhibil “G”, Tax Partoership.
If any provision of any exhibit, cxeept Exhibits “E™ and “G". i incomsistent with any provision containad fa the body
off this agreement, the provisions in the body of this agrecment shall prevail,

ceaaa8ao
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ARTICLE I,
INTERESTS OF PARTIES

A, Olland Gas Interests:

1If any party owns an oil and gas inlerest in the Comtract Area, thot inficrest shafl be treated for sl purposes of this agreement
and during the term hereof as if it were covered by the form of oil and gas loase attached hereto as Exhibit “B”, and the owner thereol
shall be deemed 1o own both the royalty interest reserved in such lease and the inerest of the lessee thereunder.,

B.  Interests of Parties in Costs and Production:

Unless changed by other provisions, oll costs and labilities incurred in opoations under this agreement shall be borne and
paid. and all equipment aad materialy aequired in operations ou the Contract Area shall be owned, by the parties as their interests sre set
forth in Exhibit “A". In the same manner, the parties shall also own all production of oil and gas from the Contract Area subject to the
payment of royalties to the extent of 16 which shall be bomne as hereinaier sct forth,

Regardless of which party has contributed the lease(s) and/or oil and gas imtcrest(s) hercio on which royally is due and
payable, cach party entithed to receive a share of production of ail and gas from the Contract Area shalt bear and shall pay or deliver, or
cause (o be paid or delivered, (o the eatemtt of ity interest i such production, the royalty ipukoted hereimabove and shall hold the
other parties fret from aay lisbility therefor. No party shall ever be responsible, however. on a price bosis higher than the price received
by such mnty, to any other party's lessor or royalty owner. and if any such other party’s lessor or royaky owner should derumd and
reccive settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable 10

such higher price.

Nothing contained in this Article 111.8. shall be d d an nssi or ig of interest d herehy.
C.  Escess Roynltics, Overriding Royalties and Other Payments:

Unless changed by other provisions, if the nterest of any party in ony leasc covercd hereby is subject to any royalty,
overxling royalty, production payment or other burden on predustion in excess of the amount stipulated in Article LB, such pasty so
burderxed shall assume and alone bear 21! such excess obligations and shall indemmify and hold the other parties hieseto harmless from any
and all claiins 20d d ds for pay d by owners of such excess burden.

D, Subscqueatly Created Intercsts:

If any party should hercafier create an overriding royalty, production payment or other burden payable out of production
oributable (0 its wosking inlerest hereumder, or il such @ burden existed prior to this agreemnent and is not set forth in Exhitit “A™, or
was not disclosed in wriling (o all other parties prior 10 the exceution of this agreement by all partics, or is ol 2 jeintly acknowledged and
sccepted obligation of all pacties (any such interest being hereinaft fered 10 as “subsoquently created interest™ érrespective of the
timing of ils creation and the party out of whose working interest the subsequently created interest is derived being hereimafler referred
10 a3 “burdencd party”), and:

1. If the burdened pany is required under thie agreement (o assign or relinguish 10 any other party, or parlies, all or 2 portion
of its working intercst and/or the production attributable thereto, $aid other party, or parties, shall receive 53id assignment and/or
peoduction (ree and clear of said subisequently creatod interest and e burdened party shall indeninily and save said other party,
oc partics, haomless from any and 2ll claims and demands for payment asserted by owners of the subsequently created intorest;

and,

2. Ifthe burdened perty fails to pay, when due, its share of exp i ble b lor, all provisions of Article VILB. shall be
cnforceable agminst the subsequently created interest in the same inanner 35 they arc enforccable agoinst the working interest of
the burdened parry.

ARTICLE tV.
TITLES

A.  Title Examinstion:

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operations or, il
the Drilling Partics so request, lite examination shall be made on the leases and/or oit and gas i included, or planned 10 be includ-
cd, in the drilling unit around such well. The opinion will include the hip of the working imerest, di

royalty, g
royalty and production payments under the applicablo leases. At the time a weil is proposed, sach party contributing Ieases and‘or oil and
gas intcrests to the drillsite, or 10 be included i such drilling undt, shafl Rsrnish 10 Op all ab including federal lcase satus
reparts), litle opinions, title papers and i fal in its p ion free of charpe. All such informmation oot in the possession of or
made available 10 Operator by the parties, but necessary for the examination of the titke, shail be obuained by Uperator. Operator stall
cause titlo to be examined by attomeys on its staff of by cutside attomeys. Copics of all titke opinions shall be furnished 1o each party
hereto. The cost i d by Op in this tite program shall be b foll

D Oplign No._I; Costs incumed by Op in procuring ab und ttle examination (inckuding preliminaty. suppl )
shut-in gas royalty opinions and division erder title opinions) shall be u pert of the adninistrative overhead as provided in Exhibit “C*
and shall pot be a dircet charge, whether performed by Operator's siafFattorneys or by outside atiomeys.

_2-
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ARTICLE IV
continued

B Qption No 2: Cosis i d by Of in procusing oh and fees pmid outside altorncys for title examination
{including preliménary, suppl 1, shut-in gas royalty opinions and division order title opinions) shall be bome by the Drilling Parties
in the proportion that the interest of cach Drilling Party bears to the toxat interest of ali Drilling Parties as such intcrests appear in Ex-
hibit *A". Operator shall make no charge for services rendered by its sinfT attorneys or other personnef in the perforance of the above

functions.

Each party stall be responsible for ing ive matter and pooling - or By oquired in
with Jeases or ofl and gas interests contributed by such party. Operator shail be responsible for the preparation and recarding of pooting
designationy or declorations as well as the conduct of hearings before ¢ { agencies for the ing of spacing or pooling orders.
This shall not provent any party from appesring on its own behatl ot any such hearing.

No well shall be drifled on the Contract Area until after (1) the title to the dillsite or drilling uait has becn examined as sbove
provided, aad (2) the title has been approved by the ining ar title has been accepicd by all of the parties who aro to par-
ficipate in the drilling of the wall.

8. Loss of Tithe:

1. Failure of Title  Shiould any oil and gas interest or lense, or fuicrest therein, be lost through &iture of title, which loss resuks in a
reduction of interest from that shown on Exhibit “A”, the party contributing the affected lease or interest shall have ninely (90) days
from final detormmination of title Rilure (o require 3 tew [case or other instrument curing the entirety of ihe tlile fikire, which acquisi-
lion will aot be subjest to Anicle VIINLB., and Giling to do 5o, this agr heless, shall inge in force as to 21l remainiag oil
and gas leases and interests: ond,

(2} The party whose oil and gas lease or interest is affected by the title Gilure shall bear alone the entire loss and it shall not be
entitied 1o recover from Opemitor or the other partics any developnent or operating costs which it may have therctofore paid or incumred,
but there shall be no additional liability on its pact to the other parties hereto by reason of much titke failore;

() There shall be no ¢ adj of exp i d ot ived from the opetation of the interest which bas
been lost. but (he interests of the partics shall be revised on an acreage bosis. s of e time it is dolemioed finally thot tide Faiture hes oc-
curred, so that the intorest of the party whose lease or interest is affected by the title Gilurc will thereafter be reduced i the Contract
Arca by lhe amount of the inerest lost;

(c) If the proportionate inicrest of the other parties hereto in any producing well therewfore drilled on the Comtmct Area is
incrensed by reason of the tille failure, the party whose title has failed sholl receive the psoceeds attributable to the i in such in-

ferest (less costs and burdens atwribulable therew) until it has been reiinbucsad for unrocovered costs paid by it in connoction with such
well;

(d} Should any person not & party to this agr who is d ined to be the owner of ony inlerest in Gie title which has
failed, pay in any marmer any part of the cost of operation, develop or equip swch amoumt shall be paid o the party or portics

who bore (he costs which are sa refunded;

(c} Any lisbility to account to a third party for prior production of oil and gus which arises by reason of titlc filure shalt be
bornc by (he party or parties whose title fafled in the same proportions in which they shared in such prior production; and,

{f) No charge shalt bc made 10 the joint t for legal exp fees or salaries, in ion with the defense of the interest
claimed by iy party harcto, it bring the inteation of the partics hereto that cach shall defend title to its interest and bear all expenses in

connection therewith,

2. Loss by Noa-Poyment or Grroneous Pavment of Amount Buc, H, trough misiake or ight. any reotal, sitt-in well
payment, misitun royalty or Toyalty payimem, is sot paid or is ervoncously pald, and a5 o result o lease or interest dherein terminates,
there <hall be no monetary liability against the party who filed to make such payment. Unless the party who failed 10 make the required
myment sccurcs a new lesse covaring the satne interest within nincty (90) days from the discovery of the Gilure to make proper paymen.
which acquisition will ot be subject to Articte VINLB.. ¢he interests of the parties shall be revised on an acreage basis, effective as of the
date of termination of the leasc involved, and the pasty who faited to moke proper payment will mo longer be credited with an interest in

_ the Contract Arex on account of ownership of the Jease or interest which has terminatod. In the event the party wito fadled 1o make the

required poyment shall not have been fully reimbursed, at the time of the loss, from the proceeds of e sale of ol and gas attribwable to
(he Jost interest, cafculated on an acreage busis, for the develop and opcrating <osts t fore paid on of such interest, ¥
shall be reimbursed for unrecovared actual costs therelofore paid by it (but not for its shore of the cast of any dry hole previously drilled
or wells previousty abandoned) from $o much of the following as is y to effect reimt

(2) Proceeds of oil and gas, less operati P heretol d to the credit of the lost intercst, on an acreage basis,
up 10 the amount of unrccovercd costs;

(b) Proceeds, less operaling exp hereaft d atributable to the lost interest on an acreage basis, of that porton of

oil and s thercafer produced and marketed (excluding producti from sny wells thawfcr drilled) which, in the absence of such Icase
termtination, would be antributble (o the lost interest on an acreage basis, up 10 the amount of unrecovered cosis, the proceeds of said
ponioaoft)leoil:nipsmbeeomnwbyth:uhn-prﬁulnpmpoﬂioutoﬂwirﬂspmiveimm:m.

) Anymonin.upwthemmuofumverdoom.l?numybepaidbymymy\dwis.wbecommowneohhciaam

lost. for the privitege of participating in the Contract Area or becoming a party 10 this sgreement.

3. Other Losses:  All losscs incurred, other than those sct forth in Articles (V.B.1. and IV.B2. above, shall be joint losses
and shall be borme by all partics in proportion to their interests, There shall be no readjusiment of interests in the remainiag postion of
the Contract Asca.
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ARTICLE V.
OPERATOR

A Desig and Responsibilitics of Op d

ation shall be the

Oporator of the Comract Ares, and shall conduct and direct and have fl) control of all operations on the Congract Arca as pamitted and

required by, and within the {imnits of this agr 1t shall conduct all such operations in a good and workmenlike manner, but it shall

have no liability as Operator to the other parties for lasses sustained or [iabilitics incwred, except such as may resukt from gross
i or willful miscond

~&b

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

L. Resignation_or Remova] of Qperator; Operator may sesign o any timne by giving written nolice thercof o Non-Opermors
If Operztor terminates its legal cxistence, no longer owns an interest hereunder in the Contract Avea, or is nio jonger copable of serving as
Operator, Operstor shal! be deemed 1o have resigned wilhoul any action by Non-Operators, exoept the salection of a Or
my be removed if it bils or refuses to carry out its duties h der, or b insolvent, bankrupl or is placed in receivership, by the
sficrative vote of wo (2) or more Non-Opemtors owning 2 mmjority ierest based on ownership as shown on Exhibit “A™ remaining
after excluding the vating interest of Op Such resignation or 1 shall not b effective ustil 7:00 o'clock AM. on the
Grst day of the calendsr month following the expiration of ninety (50) dsys after the giviag of notice of resignation by Qperator or aclion
by the Noa-Op o Op unless a Op has been sefected and assumes the dutics of Operior at an carlier
date. Opernior, afior effective daje of resignation o smovad, shall be bound by the torms hercof as a Noa-Opcrior. A changs of 2 oo~
porate rame or struchxce of Operaior or transfer of Opcrator's inercal to any single subsidisry, parent or poration shall not
be the busis for removal of Operator.

2. Selection of Successor Operior; Upon the resignation or 1 of Op a Operator shall be selected by
the patiics. The Op shall be sclected from the parties owning an intarest in he Conlraci Arca at the time such successor
Operator is sclected. The successor Opaator shall be selected by the affirmotive voie of two (2) or more mutics owning = majonity interest
tased on ownership as shown on Exhibil “A™; provided, however, if an Operator which has been removed fails 1o vole or votes anly o

d kself, the Op shal) be sel } by the afTfomative voie of two (2} or more partics owning a majority imarest based

on ownership as shown on Exhibit *A™ remaining afler cxcheding the voting interest of the Operstor that was removed,

C. Enployees:

The number of empl used by Op in conducth ions b der. their telection, and the bours of labor and the

L

compensation for services performed shall be determined by Operator, and all such cruployecs shall be the employees of Op

D.  Drilling Contracts:

All walls drilled o the Contract Area shall be drilled on a competitive cortract hasis at the usual mtes prevailing in the arca. (Fil 50
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 ares and the rate of such charpes shall be agreed upon by the pastics in writing before drilling operations are commenced, and
such work sholl be performed by Opemtor under the same terms and conditions as are cusiomary ond usug! in the Wrca tn contracts of in-

dependeit contractars who are dotng work of a similar nature.
ARTICLE VI.
DRILLING AND DEVELOPMENT
A, Initial Well:
On or before the st day of August Japrary 2009, Operator shall commence the dilling ofa well for

oil and gas at ik following location: L.
pisplcsaionin asion T e

end shall thesenfler continue the dilling of the well with dve diligence to
sufficiently test the Bone Spring formation

unlcss granilc or other practically imp ble sub or condition in the hole, which renders fuxther drilling impractical, 15 en-
counterad at a Jesser depth, or unless all parties agree to conmplete or abandon the well at a lesser depth.

. Oporasor shall make ble tests of all fo i 3 during drilling which pive indication of contaming o) and
gas in quartities sufficient 10 fest, unless this agreement shall bo Jimited in its application %0 a tpecific formation or formations, in which
evmOpuuu'dnllhemquired\otmwtyﬂnm«fwnuﬁmlowﬁwtﬁxwmmyappiy.
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ARTICLE VI
continued

If, in Operator’s judgment, the weli will not produce oil or gas in paying quantitics, wad it wishes to plug and abandon (he
well as a dry hole, the provisions of Article VI.E. 1. shalf thereafier apply.

B.  Subsequent Operations:

t. Proposed Opcrations:  Should any party haeto desire to drifl any well on the Contract Arca other than the wol) provided
for in Antick VI.A., or to rework, decpen or plug back a dry hoke dritled 81 the joint cxpense of all parties or a well jointly owned by oll
the parties and not then produting in paying quaniitics, 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, proposcd depth, objective forma-
tion and the estiimated cost of the operation. The parties receiving such a notice shall have Wirty (30) days after receipt of the notice
within which to nolify the party wishing to do the work whether they eloct 10 participale in the cost of the proposed operation. If a drill-
ing rig is on [ocation, notice of 2 proposal to rework, plug back or drill deeper may be given by telephone and the response perind shall be
limited 1o forly-cight (48) hours, exclusive of Saturday, Sunday, and legal holidays. Faiture of a prty recciving such notice to reply within
the period above fixed shall constitute an clection by that party not to pertitipate in the cost of the proposed operation. Any notice or
respotisc given by telophone shalf be proinptly conficuied in writing,

Uf all parties elect lo participate in axch o proposed operation, Op shall, within nincty (90) doys afler expimtion of the nolice
perind of thinty (30) days (or as promptly as possible afler the cxpiration of the forty-eight (48) hour period when a drilling rig is on loca-
tion, as the case may be), actually commence the propased operation and complete it with due diligence at the risk and expensc af all par-
tics beveto; provided, | s date may be cxtended upon written notice of same by Opcrator 10 the olher patdies,
for a period of up to thirty (30) additonat doys if, in the solc opinion of Operator, such additional tine is reasombly necessary to obtain

pennits from governmental authorilics, surface rights (inchuding nghls-ol' wny) of appropriate drilling equip or to picte title ex-
2imisation or cucalive maiter reguired for title approval or accel ding the force majeure provisions of Article XY, if the
actual operation has not been comeenced sithin the time provided (including any ion thereof as specifically permitted herein) and

if any porty hereto siiil desires to conduct said operation, wrlten notice proposing sarme must be resubmitted 10 the other parties in necor-
dance with the provisions hereof as if no prior proposal had been made.

2. Qpemtigns by Less than All Partics: If sny party receiving such notice as provided in Adticle VLB.1. or VILD.{. {Option
No. 2) dlects not to participate in the proposed operation, then, in order to be entiticd to the benefits of this Arlicle, the party or parties
giviog the notice and such other partics as shall clect 1o participate in the operation shall, within ninety (90) days alter the expirstion of
the potice period of thirty (30) days {or as promply as possible after the expiration of the forty-¢ight (48) hour periad whea a drilling rig is
on location, as the case may be) actual the proposed operation and complete it with due diligencs. Operator shall perform alf
work for the accoumt of the Consenting Pasties; provided, however, if no drilling rig or other equipment is on Jocation, and if Operator is
a Non-C ing Party, the C ing Partics shall cithar: (2) request Operator to perfonn the work required by such propased opera-
non for the scconmt of the Consenting Parties, or (b) designale one (1) of the Consenting Partics as Operator fo perform such work, Con-
senting Panies, when conducting operations on the Contract Arcn pursuant to this Article VI.B2., shall comply with alt terms end con-
ditions of this agreemen.

If bess then afl pasties approve any proposed ion, the proposing pasty, i diately after the expimtion of the opplicabl
notice period, dnlladwselheCmnnaPamcsofﬁnmﬂuumofl.hcmesamvvmgwch peration and its dation as
16 whether the Consenting Partics should proceed with the operation 25 proposed. Each Consenting Party, within forty-cight (48) hours
{exclusive of Sanurday, Sunday and legal holidaysy afler roecige of such notice, shall advise the proposing puty of its desire (o (a) limit por-
licipation 1o such party's intcrest as shown on Exhibit “A™ or (b) cany its peoportionate pant of Non-C ing Partics® i , and
Failure to advisc the proposing pacty shall be deemed an cleetion uader {a). In the event o deilling rig is on Jocation, the time permiited for
such a respoase shall not exceed a tolad of forty-cight {48) hours (inglusive of Salurday, Sunday and legal holidays). The proposing party.
21 its efoction, may withdraw such proposal if there is insufficient pasticipation and shall promptly notfy all parties of such decision.

‘The entirc cost and risk of conducting such operations shall be bome by the Consenting Partics in the proportions they have
dected w0 bar suoe wnder the lerms of the preceding p ph. C ing Parties shall keep the Jeaschold estates involved i such
operations frce ond clear of all licns and encumbroaces of every kind created by or arising from the opemtions of the Consenting Partics.
If such an operation results in o dry hole, the Comenting Partios shall plug ond abandon the welt and restore the surface [ocation al their
sobe cost, risk and expense. 10 any well dalled, reworked, decpened or plugged back under the provisioms of biis Article results in 3 pro-
ducer of oil andfor gas in paying quantities, the Conscnting Parties shall complete and equip the well 10 produce a1 their sole cost and risk.
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ARTICLE VI
continued

and the well stll then be lumed over 10 Operator and shall be aperxed by # ot the expense and for the account of the Consenting Par-
ties. Upon of operations far the drilling. reworkir-g. deepening o plugging beck of any such weil by Consenting Pusties
in dance wilh the provisions of this Articde, cach Non-Conscriing Party shall be d d 1o have selinquished to Ci ing Partics,
and the Consenting Pastics shall own and be entitled to roceive, in proportion 1o their respective interests, all of such Noa-Consenting
Party’s imterest in the well and share of production thercfrom until the p ds of the sele of such share, caleulated at the well, or
market value thereof iff such share is not sald, (afior deducting procuction taxes, excise taxes, royalty, overriding royalty and other in-
terests not excepied by Asticle 1LD. payable oul of or mezsured by the production from such well accruing with respect to such interest
until it reverts) shall qual the total of the following:

(2) 200% of cach such Noo-Consenting Pasty’s share of the cast of 2ny nowly acquired surface equipment beyond the wellhead
connections {including. but not limited to, stock tanks, separators, Ureater:, pumping aqmpml and piping). plus 200% of each such
Nm-Consenllng Party's share of the cost of opcration of the wel) 18 with first proch and continuing until cach such Non-
C g Party's relinquished interest shall revent to it under otlix privisions of hs Article, it being :grml that each Non-
Consenting Party’s share of such costs and equipment will be thal interest waich would have been chargeable to such Non-Consenting
Party had it participaied in the well from the beginning of the operations; and

(b) __500 % of that portion of the casts and expenscs of drilling, reworking, decpening, pluggiag back, testing ond completiag.
after deducting any cash ibutions reccived under Article VIILC,,and ____300 % of that portion of the cost of newly acquired equip-
ment in the well {10 and including the wellhead connections), which would have been chargeablc (o such Non-Consenting Party il i had
participated therein.

See first paragraph of Page 6a

Ax elogtion sot to participete in the drilling or the decpening of 0 well shall be dermed an eloction not 1o pasticipate in any re-
working o¢ plugging back operation proposed in such a well, or partion thereof, ko which U ¢ mitial Non-Consent election applicd tha is
conducted at any Line prior 10 full recovery by the Consenting Parties of the Non-Consenting Pasty’s rocoupment secoum. Any such
reworking or plugging back operati ducted during the p period shall be deemd part of the cost of operation of kid well
and Urere shall be added to the sums to be recouped by the Consenting Partics once hundred pe. cent (100%) of that portion of the costs of

the rewesking or plugging back opeation which would have been chargeablo 10 such Non-Con enting Party had it partictpated therein, i
suchamhugorpluwugbwk peration is proposed during such P periad, the provisions of this Article VI.B. shall be ap-
plicableas b said C ing Porties in Kid well.
5¢o second paragraph of Page Ba

Dum-ng the period of fime Consemting Pamties are entithed to reccive NonConsenting Paty's share of production, or the
P herek C g Partics shall be cesponsible for the payment of all mducuon. scveance, cxeise, gathering and other
xes, asd ot royalty, ovemdmg coyalty and othes burd pplicable 10 Non-C g Party's sharc ¢ f production not excepted by Ar.
ticle §11.D.

In the case of any reworking, plugging back or deeper drilling operation, the Conserking Purties shll be permitted to use, free
of cost, all casing, whing and other equipment in the well, bot the ovmorship of all such equipment shafl re nain unchanged; and upon
sbandonment of o well after such rcworking, plugging back or deeper drilling, the Consenting Pastics shall a>count for all such equip-
ment (0 the owners thoreof, with each party receiviag its proponionate gsart in kind or in vatue, less cost of salvage,

Within sixty (60) days aRer the piction of any operation under this Arficle, the party comducting th.c operations for the
Consenting Parties shall fumish cach Non-Consenting Purty with an inventory of the cquipment in and connecied w the well, and an
itemized statement of the cost of drilling. deepening, plupgging back, testing, complating, and equipping the well for prnduaction: or, at its
oplion, the operating gurty, in lieu of an itemized ststement of such coss of operation. 2y submit a detniled of hiy bil3-
ings. Esch moath (hereafier, during the time the Consenting Parties ace being eeimbursed 25 provided shove, the party conducling the

> for the Ci ing Partics sholl fomish (he Non-Conseating Pasties with an itemized statement of afl costs s liabilities in-
cured tn the operation of the wedl, her with @ of the quontity of ofl and gas produced from it ond the amoum of proceeds
realized from the sale of the weil's working intercst production during the preceding month. in determining the quantity of vil ond gs
mmm;wmuh.cmngl’uﬁuMunﬁmwmmhubumlimiwdlo.main;wperiodic
wall 1esis. Any amount reatized [rom the sale or other dispesition of cquip newly acquired in jon with any such opcration
which would have bean owned by 1 Non-Conseating Pasty bud it participaied Uherein shall be credited against (he tola) unretumed costs
of the work done and of the equip hased in determining when the imterest of such Non-Consenting Party shall revert 1o it as

¥

sbove provided: and if there is a credit batance, it shall be paid 10 such Non-Conseing Party.
Ses third paragraph of Fags 8a
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ARTICLE V1
continued

) Notwithstsnding any langusge under Article V1B, to the contrary, in any well in which a completion attempt

may be made at more than one dopth, each parly who pasticipated in the initlal operations hersto shall have the right to
2 make a ssparato glection as to each intsrval in which a complstion is proposed. Shotidd a party hereto elect not to
3 participats in a completion attempt as to any one interval, then those parties who elect to participate in tha complstion
4 Gttempt as to that interval, shal), in the proportions they have elscled to bear, share all costs, risks and axpenses of
s such completion stiempt. Any p t of said exp shaill be made sokly from the production sttributable to
s that interval,

7

8 Gas production attributable to any Non-Consenting Party’s relingulshed Interast upon such Parly election
shall be sold to its purchaser, if available, undsr the terms of its existing gas sale contract. Such Nen-Consenting Party

9 shall direct ts purchaser to remit the procesds receivable from such sale direct to tha Consenting Parties until the

t0 amounts provided for in this Article are recoverad from the Non-Consenting Parties relinquished interest. f such Non-

11 Gonsenting Party has not contractsd for sala of its gas at the time such gas is avallabls for delivery, or has not mads
the alaction as proviiad above, the Consenting Parties shal own and be entitled to receive and sell such Non-

12 consenting Party's share of gas as herelnabove provided during the recoupment psriod.

13

14 Notwithstanding any provisions to the contrary In this or any other agreament, a Non-Gonsenting Party, upon
15 notice in the writing to Oparator, andlor any party carrying all or part of the non-consenting intarest ghall have the right
16 a2¢ all times and from time to time  within two (Z) years of the dats it raceivad notice that payout has occurred, to audit
17 Operator's and/or caTying party’s accounts and records relating to or connected with its operations on the Contract
s Area or on tand pooled therewith, regardlass of when such operations were cond d.

19
20
2l
22
23
24
25
26
27
28
29
30
3
32
33
34
5
36
37
33
39
40
4|
42
4)
44
45
45
47
43
49
50
51
52
53
54
55
56
57
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ARTICLE V1
continued

1f and when 1he Consexting Parties resover from a Non-C ing Pary's relinquishod interest the Ms provided for above,
the relinquished interests of such Non-Consenting Pocty shall avtosmatically revert (o it, and, from and after such reversion, such Non-
Consenting Party shall own the saroe interest in such well, the material and equipment in or pertaining thereto, and the roduction
therefom ns such Non-Consenting Party would Ilave been entitled to had it participated in the drilling, reworking, deepening or plugging
bock of said well. Thereafier, such Non-Ci g Party shall be charged with and shall pay its propoctionale pari of the further costs of
the operation of said wdll in accordance with the lenns of this agreement and the A ing Proced: hed herao,

Notwithstanding the provisioas of this Article VL.B.2,, it is agread that without the mutual consent of oll parties, no wells shal)
be completed in or produced from # source of supply from which a well located elsewhere on the Contract Aren is prodecing, tnless such
welt conforms to the th isting well spacing paliern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Acticle VLA,
cacepl (a) as to Articke VILD.I. {Oplion No. 2), if sclected, or (b} as o the reworking, decpening and plugging back of such mitial wetl
after if has been drilled to the depth specified in Article VILA. if it shall therealter prove to be a dry hole or, if inilially completed for pro-
duction. ceases to produce in p&in‘ quantities.

3. Stapd:By Timme: When a well which hes been drilled or decpencd has reached its authorized depth and all tests have been
completed, and the results thereof fumished (o the partics, sand-by costs incurred pending response 1o & party’s notice proposing a
mm&mgdmmﬂwmhekump)angmonmwdlawdldlnllbe:hurgedandbamenspunoflh:dnllm;otdupm-
ing operation just campleted. Stand-by costs subsequen o &l porties responding, 0¢ exp of the resp time permitted, whichever

first occurs, and prior to apr s to the participating | of atl C ing Pattics to the toms of the sccond gram-
uu(xalmgapbo!’AmdeW.Bl.stnllbcchargedlonndbomcupmoflbe, posed operats bu‘llf(hc, posal is suk dy
withdrawn because of msufficient participation, such stand-by costs shali be all d b the C g Partics mlhepropmum

cach Conserting Party’s interest as shown on Exhibit “A™ bears to the lotal inlerest as shown on Exhibit * A" of alt Consenting Par-
ties.

4, Sideteacking, Excepe os hercinaficr provided, those provisions of Ihis agr pplicabie 10 a “decpening” on shall
also be applicable w0 any proposal 10 directionally control and intentionally deviate o well kom vertical so os to change lhc bottom hole
location {herein call “sidetracking™), ualess done to strighlen the hole or to drill oround junk i the hale or because of other
mechanicst difficultics. Any party having the right to participate in o proposed sidetracking operation 1hat does not own an interest in the
alfected well bore at the time of the notice shall, upon clecting to participate, tonder to the well bore owners its proportionate share {equal
(D iLs interest in the sidciracking operation) of the valac of thet partion of the existing well bore (o be utilized as follows:

(8) 1€ the proposal is for sidetrucking an existing dry hole, reimbursement shall be on the basis of the actual costs incnred in
the initip) drilling of the well down 10 the depth at which che sidetrocking operation is initiated.

sy If lhe proposal is for sideimcking a well which has previously produced, reimburscrment shall be on the basis of the well's
Ivabt Is and equip down (o Ihe depth at which the sidetracking operation @5 intiated, determined in accordance with the
provisions of Exhibit “C™, less the eslimated cast of salvaging ond the cstimated cont of plugging and abandoning.

In the cvent that notice for a sidetracking operation is given while the drilling rig to be utilized is on location. the response period
shall be limited to forly-eight (48) hours, exclusive of Sarurday, Sunday and icgal holidays; provided, however, any party may request and
receive up lo cight (8} additional days aiter cxpiration of the forty-cight (48) hours within which to respond by paying for all stand-by time
incurred doring swch extended raponse period. If more than one party clects to take such additionsl time W respond to the notice, stand
by costs shall be allocated boiwesn the pariies taking additionad lime 1o cespond on a doy-to-day basis in the proportion cach electing par-
ty's interest os shown oo Exhibit “A™ bears to the total iaterest as shown on Exhibit “A™ of xll the clecting parties. (n all other in-
stances (he resp period to a proposal for sidetracking shall be limited wo thirty (30) doys.

C. TAKING PRODUCTION IN KIND;

Esch party Mlmt%wwmtywwme nfirspmpormcmdal! il and gas produced from the Contract Arca,

ucluaveofpvoduﬂlonwhd:mybeusadm‘ fop and producing operations amd in preparing and treating oil and gas for

rkcting purposes and prod: idably lost. Any extrn expenditure incurred in the taking in kind or scpaeate disposition by asy

parly of its praporti share of the production shalt be bome by such party. Ary perty taking its share of production in kind shal) be
-7-

\O
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ARTICLE Vi
continued

required lo pay for only its proportionate sharc of such part of Operator's surface facilitses which it uses.

Coch party shall exccule such division orders and as may be y for the snle of its interest in production from
the Contraca Aren, and, except as provided in Asticle VILB., shall be entitied 1o recaive payment directly from the purchaser thereaf for
i1s share of ail production.

In the event any party shald Bil to make the arrangements secessary ta take in kind or separatcly dispose of its proporti share of
te oil produced from the Contract Area, Operator shall have the right, subject to the revorntion st will by the posty owsing it, but not
the obligation, to purchase such oil or scll il to others at any time and from time to time, for the account of the non-aking party al the
{0 Dest price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production to cxercise al any time ils right o take in kind, or scparately dispose of, its share of all oil nol previously
12 delivered to a purchaser. Any purchase or sate by Operator of sny other party’s share of oil sholl be only for such reasonable periods of

E- IS - N PR AV .

13 time as are i with the mini aceds of the indusiry under the particular circumstances, bul in no event for a period in cxcess
14 ofaonc(]) year.

15

16 in the everx one or more parties’ separate dispositon of its share of Gie gas couses split-stream deliveries o sey pipelines andior
17 deliveries wh-dlonaday—lo-dnybwsﬁranymmnoluxﬂy oqusl to a party’s respeclive proportionate share of tolal gas sales to
18 be alk d to il, the balancing or ing 1he resp of the parties shall be in acoordance with any gas balancing
19 sgreement befween the pertics heveto, whether such an ogr is attached as Exhibit “E™, or is 3 separatc agreement.

20  **See Below
21 D, Access 1o Contract Area and [nformation:

zz .
23 Each perty shatl have access w the Contract Area at all reasanable times, at its sole cost and risk to inspect or observe apearations,
24 ond sholl have access at reasonable limes to information pensining to the develop or operation thereof, including Op *s books

25 ond records sckuing Thereto. Operator, upon request, shall fumish each of the other parties with copies of all forms or reports filed with
26 governmental agencics, daily drilling reposts, well Jogs, tank tables, daily gauge and cun tickets and reports of stock on kand at the first of
27 cech moath, and shall make availablke samples of any cores or cuttings taken from any well deitled on the Contract Ares. The cost of

28 gathering and faraishing inft ion 0 Nor-Op other than that specified above, shall be charged to the Non-Operator that re-
29 quests the Information

30

31 E.  Abzndenment of Wells:

32

33 t, Abandomnent of Dry Holey: Excepr for any well drilled or decpened porsuant to Article VEH2, amy well which has been
34 drilled or deepened under the tams of this ags and is proposed to be completed as & dry hole shall nat be plugged and abandoned

35 without the consent of all parties. Should Opcrator, after diligent effort, be unable to contact any party, or should any panty fail w reply
36 within [osty-cight (48) hours {exclusive of Saturdzy, Sunday and legal holidays) afler receipt of notice of the propasal 1o plug and aband

37 such well such party shall be & 10 have d to the proposed aband All such wells shall be plugged and abandoned in
38 with applicable regulations and at the cost, sisk and expense of the parties who panticipated in the cost of drilling or despening
39 such well. Any party who objects 1o plugging and abowdoning such well slali have the right to 1ake over the well and conduct further

40 opemtions in search of oil andior gas subjeot (o the peovisions of Asticle Vi.B,

7] 2. Abandomment of Wells fhat fove Produced: Excepl for any well in which a Non-Cossent oparation has been conducted
43 bereunder for which the Consenting Partics have not been (ully reimbursed as herein provided, any well which has been compheted as o
“ Mw“mhmgdmwmumzmmofaﬂpamu.ll'allmms 10 such aband the well ahall
45 be plugged and abandoned in with applicable regulations and at the cost, risk #nd cxpense of all the pantics hereto. 1S, within
46 thirty (30) days sfter reccipt of notice of the proposed abandonment of any well, all partics do not agree to the abandonment of such well,
47 those wishing to continve its operation from the interval(s) of the formation{s) then open 10 production shall tender to cach of tho other
48 pmties s proportionate share of the alue of the well's salvabk ial and equip d incd in dance with Lhe provisions of
49 Exhibit "C, less the cstimated cont of salvaging and the estimated cost of plugging and abendoning. Each abandoning party shall assign
$0 the non-abandoning partics, without warranty, express or knplied, as to litle or as 10 quantity, or fitncss for usc of the equipment and
51 muterial, all of its interest in the well end refated equipment., together with its imcrest ia the keasehold estate as 10, bul osly as 1o, (he -
52 tervel or intervals of the formation or & jons then open to production, If the interest of the abandoaing party is or inclodes an oil oad
53 gas interest, such party shall execute and defiver (o (he aon-abandoning party or parties an oil and gas lease, limited (o the imterval or in-
34 iervals of the formation or forimations then apen 1o production, for o term of one (1) year and 5o long thereafter as vil and/or gas is pro-
35 duced from the iterval or imervals of ¢he f ion or ft 3 § thereby, such lease to be on the form attached as Exhibit

56

51 "uotwlthmndlng any provision to the contrary to this or any other agreemant each party shall have the right at all

58 times and from time to umn, upon written notlco. to luﬂit atl ohzldng party andfor operator’s records and accounts
39 related to of in ducti lon from the contract area. Auditing of settlement

h pr
60 records shall also be applicable ﬂ taking (mty andlot op«nor distributes proceeds to the auditing party.

61
62

I3grag&rxe
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ARTICLE VI
coutinued

“B", The ossignments or leases so limited shmil cocoimpass the “drilfing unil”™ upon which the well is located. The pymerm by, and the
assigninents or Icases to, the nssignees shall be in a mtio based upon the refati p of their respective p ge of p pation m the

Contriet Asca to the aggregaie of the percentages of pasticipation in the Contract Area of all assignees. There shall be no readjustment of
interests in the recmining portion of the Contract Arca.

Thereafler, abandoning panties shall tave po forther responsibility, liability, or interest in the operation of or production fram
the well in (he interval or itkervals then open other than the royalties retzined in any lease made undar the tams of this Adicte. Upon re-
quest, Operator shall contimue to operute the assigned wdll for the of the nonabandoning prrties at the rates and churges con-
templated by this agreement. plus any additional cost and charges which may arise as the resull of the scparatc ownership of 1he assigned
well. Upon proposed abandonment of the producing intervas) assigned or keased, the assignor or lessor shail then have the option to
repurchose its prior interest in the well (using the sume valuation formula) and participale in further opamtions therein subject 1o the pro-
visions hereof.

3. Abandoument of Non-Consent Opcrations: The provisions of Arnticle VLE ). or VLE2 above shall be applicable as between
Consenting Partics in the event of the proposed abandonment of any well exceplad from said Articles; pravided, however, no well shall be
permanently plugged and abandoned unless and umii) all pasties having the right 1o condhcs further operations thercin have been notified
of the propased abandonment and afTordod the opportunity 1o alect to take over the welt in d with e provisions of this Asticle
VLE

ARTICLE VIl
EXPENDITURES AND LIABILITY OF PARTIES

A.  Liability of Parties:

The Liokility of the parties shall be several, wot joint or collective. Esch perty shall be responsible only for its obligations, and
shat) be fiablc only for its proportionste share of the cosis of developing and operating the Contract Area. Accordingly, the liens granied
smong (he parties in Article VIILB. are given to secure oaly the debis of exch severally. It is not the intention of the pastics to oreate, nor
shall this agreement be construed os creming, o mining or other partnership or association, or to render the parties liable as partncrs.

B. Liens and Payment Defanlts:

Exch Non.Operator grants Lo Operatar a lien upoa its oil and gas rights in the Comtract Avea, and a securtity interest in its share
of oil and/or gas when exiracted and its inerest in all equipment, (o secure payment of its share of cxpense, together with intorest thereon
2t the raie provided in Exliibit “C™. To the extem that Operator has o security interest under the Uniform Comunercial Code of the
sate, Opemior shatl be cntitied 10 exercise the riglts and remedics of o secured party under l.he Code. The bringing of a suit and (he ob-
taining of j by Op for the d indebied shall not be o d an cl of dies or otherwise affect the lien
sights or sewrily imterest as security for the payment thercof. In addition, upon defauki by any Non-Operator in the payment of its share
of expense, Operatoc shalt have the right, without prejudice to other righls or remedies, to colfect from the purchaser the proceeds fom
the sale of such Non-Operator's share of il and/or gas uatil the amount owedbymdi Non-Operatoc, plus interest, has been paid. Each
purchaser shall be entitled to rely upon Op *s written g the of any defoul. Operator grants a fike lien
and securily interest to the Non-Oy 10 secure pay of Op *$p i share of exp:

P

If any parly Gils or is unable lo pay ils share of expense within sixty (60) days ofier rendition of a statement therefor by
Operator, the non-defsulting partics, including Operator, shall, upon request by Operator. pay the unpaid amouni in the proportion that
lhc interest of cach such party bears (o the interest of 2ll such panties, Each party so plylng its share of he unpaid amount shall, 10 ohtain

b thereol, be subrogated to the security rights described in the forcgoing paragrap

C. Paymests ond Acteanting:

Except as herein otherwise specifically provided, Operator shall gromply pay oad disch T d in the Jop:
and operation of the Contract Asca pursoant to this agreement and shell charge coch of the pasties hemo wilh their respective propor-

tionate shares upon the cxpense basis provided in Exhibit “C". Operator shall kecp an accumte mecord of the joint account hereunder.
showing expenses incurred and charges and credits made and received.

Opcrator, 0t its election, shell have the right from time to time to demand and receive fom the other parlics payment in advance
of their respective shares of the estimated of the exp to be i d in operations herewnder during the next succceding
month, which right may be ised only by submission ta exch such perty of an itcmized of such esti d exp getl
with ap invoice for ils share thereaf. Each such and intvoice for the pay m adh of estimated exp shall be submitied

o0 or before the 20th day of the next preceding month. Each party shall pay to Operasor its propostionate share of such estimote withim
filtcen (15) days alter such estinwle and invoice is received. any pasty fails to pay its sharc of ssid estimmic witlis saxd thne, the amount
Jue shall bear interest as provided in Exhibit “C™ until peid. Proper adjustment shall be made monthy between advances and aclual ex-
pense to the end that each party shall bear and gy its proportionate share of actual expenses incurred, and 5o more.

D, Limitation of Expenditures:

1. Drill or Deepen:  Without the consent of all pantics, no well shall be drilled or despened, except any well drilted or decponed
pursuant to the provisions of Article V1.B.2. of this agreement. Consent to the drilling or deepening shail inchude:

.9.

A
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ARTICLE VIl
coatinued

O Qpiion No. 1: All necessary expenditures for the drilfing or doep ing, testing, pleting end cquipping of the well, including
necessary taakage and/or surface [rcilities.

& Opion No. 2: Al necessasy expenditures for the drifling or decpening and testing of the well, When such weil has reached its
authorized depth, and all tests have been completed, and the resuhts thereof fumished Lo the parties, Operator shall give immadiste notice
10 the Non-Operators who bave the right to paricipate is the courpletion costs. The parties receiving sach notice shall have forty-eight
(48) hours (exclusive of Saturduy, Sunday and legal holidays) se which to clect to pasticipate in the sciting of casing and the cotnplotion at-
tempt. Such dlection, when made, shaf] include to all Y di for the completing and oquipping of such well, in-
chding y tankage end/or sueface faciliGes, Feilure of any party recciving such aotice to reply within the period above fixed shall
constitute an clection by that party not o pasticipate in the cost of the completion attempl [f one or more, but Jess than all of tic parties.
clect to set pipe and to Wt 8 complction, the provisions of Asticle V1.B2. hereof (the phrase 'rm-kml,dmngorpluwm
back”™ as contained in Anicle VI.B.2. shall be deemed 1o include “compleling™) shall apply to the operati ft gucted by less

thaa all parties.

2. Rewock or Plog Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or
plugged bock pursvant to the provisions of Anticle VI.B2. of this agreement. Consent me reworking or plugging back of 2 well shalt
inclde all Yy di in condncting such operations and deting and equipping of said well, including ncocssary tankage

P

and/or surface facilities.

3. Qther Opcrations; Without the consent ol‘ al) parties, Op shalt not undertake ony singfe project reasomably estimated
1o require an expenditure in excess of enty-flve g m Dollars (§, 25,000.00 )
excepl in conneclion with a well, the drilling, L,,‘ pening, completing, plcting, or plugging back of which has been
previously authorized by or p 10 this agr provided, b . thay, in case of expiosion, fre, flootl or other sudden

cmergeacy, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required
© deal with the emergency to safeguard life and property but Operalor, os promptly as possible, siall report the emergency to the other
mactics. f Op prepares an authority for expenditure (AFE) for its own use, Operstor shall furnish any Non-Opernior so cequesting
an information copy thereof for any single project costing in excess of fifieen thousand

Dollars (§, 15,000,00 ) but Jess than the omowtt frst $¢1 forth above in this paragraph.

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

Rentals, shul-in well payments and minimutn royallies which may be required under (be tenns of any lease shall be paid by the
party or partics who subjected such lease to this agreement at its or thair expense. In the event (wo or more parties own and have con-
Iributed intercsts in the same lense to this agreement, such parties may designate one of such partics 0 make said payments for and on
behalf of ail such porties. Any party may request, and shal! be entitled (0 recoive, proper evidence of all such payments. In the event of
failyre to make proper payment of any rental, sht-in well pay of ming royaky through mistake or ight where such pay-
ment is required (o continuc the kensc in force, any loss which resalts from such noa-payment shall be bome in accordance with the pro-
visions of Article 1V.B.2.

Opcrator shall natify Non-Oparator of the anticipated complstion of a shut-in gas well, or the shutting in or retum to production
of a producing gas well, ol least five (5} days (excluding Saturday, Sunday and kegal holidays), or al the earlicst opportunity permitted by
circumstances, prior to taking such action, but assumes no liability for filure to do so. In e event of filure by Operator to 50 sotify
Non-Opexator, the Joss of any lcase contributed hercto by Non-Operator for Rilure 10 make timely payments of any shut-in well payment
shalt be bomne jointly by the partics hercto under the provisions of Anticke IV.B.3.

P, Taxes:

Beginning with the first calendar year afier the effcctive date heveof, Opentor shall render for ad val ion al} property
subject (0 this agreement which by law should be rendered for such taxes, end it shall pay all such Lxes assessed thereon before they
became ddinquent. Prior <o the rmdition dau:. each Nan-Opcruar shall {furnish Operator information a5 to burdens (Lo include, but not
be limited to ' iding Mies znd prod ry ) on leascs and oil snd gas intevests contribuled by such Non-
Operator, IF the assessed valuntion nfany leaschold esncnswdmedbymm of its being subject to outstanding excess royaliies, over-
riding soyallies or production pay the redwction m ad val 1axes resukting therefrom shalt inure to the benefit of the owner or
ownors of such leaschold estate, anx Operator shall adjmst the charge to such owacr or owacrs 30 as 10 reflect die beneli of such reduc.
tion. [Fthe ad valorem taxes are basait in whote or in port upon scparate vohwtions of cach party’s working inierest, (hen notwithstanding
anything to the contrary herein, churges to the joint account shall be made and paid by the parties hereto in mccordance with the tax
value gonerated by exch parly*s working intarest. Operator shall bill the other parties for their proportionate shores of alf tax payments in

the manncr provided it Exhibit “C™.

If Op iders mny tax & i Op may, st its discrelion, protest within the time and nemacr
pmﬁedbth.andprmalhepm&stmnﬁnﬂdmmmmum,urdeudlpumeswlowandwthepmwmmﬁmldaer-
jon. During the pendency of admini or judicial p dings, Operstor may elect to pay, under protest, all such laxes and any

interest and penalty. When any such protestad assessment shall kave been finally determined, Operator shall pay the tax for the joiat ac-
count, together with any interest and penalty rocsued, and the total cost shall then be asseysed against the partics, and be paid by them, as
grovided in Exhibit “C".,

Each party shall pay o cause 10 be paid »0l producti e, excise, gathering and other taxes imposed upon or with respect
to the production or handling of such party’s strare of ol and/or gas produced tnder the terms of this agreemesnt.

.10
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ARTICLE VII
contipied

G,  TInsuramee:

At all bimes while operations ace ksctod b der, Op shall comply with the workmen's compensation law of
the state where th operations sre being conducted; provided, b , that Op may be a seifei for Hability under sid com-
pensation faws in which event the only charge that ahafl be made to the joint 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 Exhidbit D™, attached to and made a pan
tiercof. Operatoy shall requise all contraciors engaged in work on or for the Contract Arca to cemply with the workmen's compensation

law of the state where the operations are being conducted and to maintain such othes insurance as Operator may require.

In the event astomobile public liability insurance is specified in said Exhibit “D”, or mhsequmly roccives the approval of the
purtics, no direct charge shall be macle by Operator for premiums paid for such # for Openatoe's € eguip

ARTICLE ViR,
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A.  Sxrrcader of Leascs:

The leascs cowered by this agreement, insoler as they embrace acreage in the Contract Arca, shall not be surrendered in whole

or in part unlcss o} parties consent therelo.

However, should uny party desirc to surender ils interest in any lease or in any portion thercof, and the other parties do not
agree or consent thereta, 1he poaty Jesiving Lo swrepder shall assign, witho 1 ar implied ly of title, all of its intereet in
such lease, or portion thereof, and any well, matcrial and equipment which may be located thereon and any rights in production
thereafier secured, to the partics not ing to such der. If the interest of the assigning party is or inchxles an oil and gas in-
terest, the assigning party shall and deliver to the party or parties not ing (0 such der an oil and gas Jease covering

such oil and gas interest for a term of enc (1) year and so fong thercafler as oil andfor gas is produced from the tand cavered thereby, such
kase to be on the form mmlnd hercte as Extibit “B™. Upon such assignment or fcase, the assigning party shall be refieved from all

bl hereafl ing. but not th K d, with respect to the intercst assigned or leased and the operation of any wil
mln.buubtelhemb mdlhcmmsh!ituwmﬁnlwnm in the assigned or leased premises and its cquipment and pro-
duction other than the royaltics rctasecd in any lease made under Lhe terms of this Article. The perty assignee or lessee shall pay to the
party assignor or Jessor the reasonable salvage value of the jatter’s imerest in any wells end equip ibutable to the assipacd oc feas-
od screage. The value of alf material shall be determined in sccordance with the provisions of Exhibit “C™, fess the estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assig or lease is in favor of more than onc party, the interes)
sholf be shared by such partics in the proportions that the intercst of ench bears to the tota] interest of all such parties.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's. festor's or surrendering

party’s interest ks ¥ was imencdiately before the assigs lease or sumender in the talance of the Contract Area; and the acreage

gned, leased or dered, and subsoquent operations thy shall mot thareafter be subject 10 the terms and provisions of this
agreement.

B.  Renecwal 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 notificd promptly, and
shalt Iave the right for a period of thirty (30) days following reccipt of such notice in which to elect to participate in the ownership of the
renewal lease, insofar as such Iease afTects lands within the Contract Arca, by paying to the party who acquired it (heir severa) proper pro-
portionate shares of the acquisition cost allocated to that part of such Iease within the Coatract Area, which shall de in proportion 1o the
inerests held ot that lime by the parties in the Contract Area.

A some. but ess than all, of the partics clect to participate in the purchase of o renewal lease, # shal) be ownzd by the partics
who eledt to participate therein, in a ratio based upon the relationship of their respective p ge of panicipation in the Contrack Arca

1o the aggregate of the percentages of panicipation in the Contract Arez of all parties participating in the purchese of such 1 Jease,
Any renewal igase in which less than all pasties cloct (o perticipate shall nol be subject to this agreement.
without warran!
Each party who particip in the purchase of 3 'lmduubcgivma»mmml:}iumpmgmeinmrdn

by the acquiring party.

The provisioas of this Article shall apply lo rencwal leases whether they ore for the entire intevest covered by the cxpiring kase
or covex only a portion of its ared or an imerest thercin. Any renewal Jease taken before the expiration of its predecessor lease. or taken or

contracted for withio six (6) hs after the cxpirmtion of the existing lease shall be subject to this provision; but any lease ken or con-
wracled for more tan six (6) hs after the expiration of an existing lease shall not be deemed a renewal dease and shall not be sulgect to
the provisions of this agreement.

The provisioms i this Articlc skall also be applicable lo extensions of oil and gas leascs.

C.  Acrcage er Cash Centributions:

While this agreement is in foree, if any pasty for a ibation of cash ds the drilling of @ wcll or any other
opuatimoulhecmArﬂ.mnhmibmionshllb:miﬂloﬂnpaﬂywhomdlmﬁllhgoromeope:ﬁonmdshllbe
applicd by it ngainst the cost of such drillmg or other opervtion. I the contribution be in the form of acreage, the party to whom the con-
wibution is made shal) promplly tender an assigamend of the acreage, wilhow ty of litle, lo the Drilling Parties in the proportions

-1L-
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ARTICLE Vil
continued

said Drilling Partics shared the cost of drilling the well. Such acreage shali b a seporate Conlract Are and, to the extent possible, be
governed by provisions identical 10 this agreemen. Each panty shall promply notify 818 other partics of any ge or cash contributi

it may obuain in support of any well or any other operation an the Contract Area. The above provisions shall also be applicable to op-
tiomal rights to cam acreage outside the Contract Arex which zre in support of'a wel] drilled inside the Contract Aren.

If any party for any iderath tating (0 disposition of such party’s share of sub produced b des. such
consideration shall not be deemeod 2 contribution as contemplated in this Article VIILC.

D.  Maintenance of Uniform Interests:

For the purpase of mointining unilormily of ownership in the oil and gas Jeaschold i d by Whis agr no
party shall scll, cncumber, transfer ar make other disposition of ifs intevest in Gie lcases embraced within the Contract Area and in wells,
cquipment and production unless such disposition covers eitier:

1. the ereive inkerest of the party inall leases and cuipment and production: or

2. an equal undivided interest in all kzzses and equipment and production in the Contract Area.

Every such sale, encumbrance, transfr or other disposition made by any party shall be made expressly subjoct to (his agreement
and shall be made without prejudice ta the right of the other partics.

I, &1 any time the ntaest of any party is divided among 8ad owned by four or more s. Op al its discretion, may
require such co-owners L0 appoint 3 single trustee or agent with full authority 10 receive potices, approve expeaditures, recelve billings for
and approve and pay such party's share of the joint expenses, and (o deal genenally with, and with power to bind, the co-owners of such
party’s interest within he scope of the operati braced in this agr h , all such s shall have the right 1o enter
it amd all or agr for the disposition of their respective shares of the oil and gas produced fiom the Contract
Arcn and they shall have the right to receive, separately. payinent of the sale proceeds thereof.

E.  Waiver of Rights to Partition:

If permitted by the laws of the state or states in which the propaty covered hereby is locaied, each party hereto owning an
undivided interest in the Contracl Area waives any end ail rights it may have to partition and have sdl oside to ¥ in soveraly 1S undivided
imerest therein.

-
Pary-prep M P B

shall-share-the- s et orett-—iir-the- q thai-the-ares-of-anets-b Aotho-toial—inieresi-oal-all
Hha-the: o Va-pas

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agrecment is nol inlended to create, and shell not be construed to creste, a refalionship of partnership or an

for profic between or among (he partics hereto, Notwithstanding any provision herein that the rights and labilities hercunder are several
ond not foint or collective, or that this ngr and operations b der shall not itute a p hip, if, for federal income lax
purp this ags and the opaatioas h der are regarded as a partmership, each party hercby affected elects (o be exchuded
from the application of all of the provisions of Subchapter “K™, Chapter 1, Subtitle “A™, of the inlemal Revenue Code of 1954, as per-
mitted and authosized by Section 761 of the Code and the regulations promulgaied Uxrennder. Op is authorized and di ] to ex-
ecute on behalf of cach pmty bereby affecied such evidence of this clection as may be reqwiced by the S y of the Treasury of the
United Siates or the Feders! | ! R Servics, including specifically, bt eot by way of limitatica, all of the returns, statements,
and the data required by Fedaul Regulntions £.761. Should there be any requirement that cach party hereby affected give further
cvidence of this election, each such porty shell oxcrute such documents and fumish such olber evidence as inay be required by the
Federal Imermal Reveaue Service or as may be y 10 evidence this election. No such party shall give any notices or take any other
aclion i 2 wilh the cloction made hereby, [f any present or future income tax faws of the siate or states in which the Contraet
Arca is loceed or any futwee income tax taws of the United States contoin provisions similar (o those in Subchapter “K™, Chapter 1,
Subtitle *A™, of the Imomal Revenue Code of 1954, under which an election similar 10 that provided by Seetion 761 of the Code is per-
mitted, each party herehy affecieil shalt make such election as may be permitied or required by such laws. In making the foregoing clec-
tion, cach such party siates that the income derived by such party fom operations b dar can be adequately d ined without the
jon of p hip taxable i

mp
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may setile sny single uninsured third party damage chim or suil arising from operations hereunder if the cxpenditure
does not cxeeed fifteen thousand Dollass
[t 15,000.00 Yand if the pay i8 tn compl ! of such clgim o suit. If (he amount required for settlement ex-
ceeds the above amount, the patties hereto shalt assume ond take over the further handling of the claim or suit, unless such authority is
delegated to Operator. All costs and cxpenses of dandling, setiliog, or otherwise discharging such claim oc suit shall be 8t the joint ex-
pense of the parties participating in the opesation from which the claim or suit arises. [f 2 clim is made against any party or if any party is
sued on account of any matter arising from operations hercunder over which such individual has no comrol because of the rights given
Opcrator by this egreement, such pany shall immediately notify all other parties, and the ¢laim or suit shalt be treated 3s any other claim
or suit involving operations hereunder.

ARTICLE X).
FORCE MAJEURE

1 ony party is rendered unable, wholly or in part, by force majeure (o carry out its abligations under this agreement. other than
the obligation 1o mokc money payments. that panty shall give o all other parties prompt written notice of the force mmjeure with
bly full particuk ing it; thoreupon, 1he obligations of the party giving the notice, so far as they are affected by the foree

majeure, shall be suspending dusing, bal no longer than, the contimmanee of the foree majeure. The affected party shall use al} reasonable
diligence to the force maj ituation &s quickly as pmcticable.

The requirement that any force maj shall be died with all blo dispeich shall not require the sclilement of strikes,
lockouts, or other labor difficulty by the panty involved, contrary to its wishes; how all such difficulties shall be handied shafl be entiscly
within the discretion of the party concerned.

The tenn “force majeusc”, asbecmaployod.shnllmnmmofGod,nnke.lmkmuu«halemm aﬂnf

the publlc encmy, war, blockade, public tiot, lightning. fire, storm. flood, cxplosion, g | action, gowe | delay,
ori ilnbility of equip and ony other cause, whether of the kind specifically enumerated above or otherwise, which is

not reasonably within the control of the putty clainving suspension.

ARTICLE XII.
NOTICES

All notices authotized or ired b the partics and required by any of the provisions of this agr unless otherwise

specifically provided, shall be gwcn in writing by mail or telegram, postage or charges prepaid, or by tclex or tedecopicr and addressed o
the parties 10 whom the notice is given a1 the addresses listed on Exhibit “A™. The originating notice given under any provision herrofl

shal) be deemed given only when received by the party to whom such natice is directed, and the time for such garty to give any nolice in
response thereto shall run from (he date the originating notice is recsived The sccond ar any responsive aatice shall be deemed given
when deposited in the mail or with ¢the ielegroph y, with posiage or charges prepaid, or sent by tekex or telecopicr. Cach party
shall have the right 1o change its address a1 any time, :md from téme to time, by giving written notice thereo( o it other parties,
ARTICLE Xtll.
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the 0il and gas loases and/or oif and gas inkerests subject hereto for the
period of time selected below: provided, however, no marty hereto shall ever be construed as having any right, tifle or intcrest in or to any
tease or oil nad gas intcrest contributed by any other party bayond the term of this agreement.

O Optign No. 1 Solonsnmyofthcm!mdpshmmlymtomsagmlmmmmmmdmrorccaswmypan
of the Cantract Area, whether by prod 1, or atherwise,

B Opipn No 2: In the cvent the weil described in Article VLA, or any subsequent well deilled under any provision of this
rosults in production of oil and/or gas in paying quantitics, this agr shall inue in foree 30 long as any such well or

sdad

¢4

wells produce, ar are capable of production, and for an additional paried of 130 days from won of all production; pe
however, if, prior to the expiration of such additional period, one or more of the pasties hereto are engaged in drilling, reworking, decpen-
g, plugging back, testing or attempling lo complete a well or wells b der, this agr shall inae i force until such apera-
tions have been coinpleted and if production results therefrom, this agy shall continue in force as provided herein. In the cvent the
well described i Anticle VLA, or any subsequent weil drilled heveunder, resulis in o dry hole, and no other well is producing, or capable
of producing oil aadior gas from the Contract Area. this agreemens shall terminate unless drilling, docpening. phugging back or rework-
ing opcrations ace commenced within days from the detc of abandonment of said well.

It is ogreed, | . that e gnation of this agr shall not relicve any porty hereto from emy liability which has
acerved or atached prior 10 the date of such termination.

13-
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ARTICLE X)V.
COMPLIANCE WITH LAWS AND REGULATIONS

A Laws, Regulations and Orders:
This agreement shall be subject to the conscrvation laws of the siate in which the Contmet Area is located, 1o the vafid rulcs.
regulations, and orders of any duly constiluted regulatory body of said state; and to all olher applicable federal, siate, and ocal laws, or-

dimances, rules, regulations, and onders.

B.  Governing Law:

This agreement and all imatters pertaining hevelo, including, but not limited to, matters of perfe e, nop-porfk treach,
remedies, procedures, rights, duties, and interpretation of canstruction, shall be governed and determined by the law of the state in which
the Contract Ares is located. If the Contrect Area is in two or moce states, the law of the state of New Mexico
shalf povern.

C. Ragulatory Agencies:

Nothin;hacinwmincdshallmaucmdlomomlhcriducwawhuitylowsivcwrduscmyrim

pmﬁcgu,orobhgunasw!uchon.OmtoumnyhavenndcrredqurmebwsormdaMs, gutations or orders pronwligated
under soch laws m reference to oil. gas and mineral op fuding the location. operation, or production of welle, nn tracts affest.
ting or sdjocent to the Contract Arca,

With respect to operations h der, Non-Op agree (o release Operator Fom any and oli losses, damages, injuries, clgims
sad causes of action nrising out of, incident to or resulting direcily or indirectly from Op *s interpretation o¢ application of rules,
rulings, regelstions or orders of the Department of Energy or predh or agencics to the exten such ikerpreation or ap-
plication was made in pood faith. Exch Non-Operator (urther agrees (o reimburse Op for any pplicable to such Noa-
Op *s share of produciion that Op mybcrcqulndlonﬁmmbnluxpayusamsdlofwdunmmﬂmluwdmmor
application, together with interest and penalties thereon owing by Operator as a result of such i inteepr or

Noa-Op horize Opcrator o prepare and subsmit such documents as may be required 1 be sbmitted 1o the purch
of amy aude oil sold hereunder or to any other person or entity p 0 the requi of the “Crude OR Windfall Profit Tax Act

of 1930, as ssme oy be amended from time 10 time {*Act™), and sny valid regulations or rules which may be issued by the Treasury
Departmeat from lime 1 time purswont to said Acl. Ench party hercio agrees to furnish any and all cenifications or other information
which is required to be fumished by sait Act in a timely ntanaer and in sefficient dezail (o permit compliance with said Act.

ARTICLE XV.
OTHER PROVISIONS

A Priority of Operations

Notwithstanding anything berein to the contrary, it is agreed that when a wsll drilled under the terms of this
Agreamant shall have been crilled to the obj formation or depth and the partins participating in the wel)
?nct mutu;tlr a‘gr.n upon the l:g'uonco and timing of further operations regarding said wall, the proposals shall
n g or

1. A propossi to attem o the well ot eithar the objectiva depth or objective formation, including
the testing and log gof well at such depth;

2. Aproposal to plu‘? hack and attempt to comphh uid well sbove ‘lbo objective formation (if there |5 more

than one proposal to plug back, the prop g ordaer);

3. A proposal to despen said wei! in order to attempt a completion below the objective formation {if there is
more than one proposal to despen, the proposals shall be considered in descending order);

& A propoasl to sidetrack the wsil; and
5. A propossal to plug and abandon the weil,

8 mmsng any other provisions herein, if during the term of tl'us agresment, a well is uquir-d to be drilied,
oworked, plugged back, b ny ather operation that may be required in

mmg) continue a (e3se or leases in force and moct, or (2) mmn a uniﬁud ared or any portion thereof in
offect, or (3) earn or preserve and [ntsrest in and to oil andior g:s and other minsrals which may be

owned by & third pasty or which, falling n such operation, may revert to a third party, or, (4) eomplywdhm order
issuad by a regulatory body having prisdiction in the premises, falllng in which certain rights would terminate, the
folowing shall apply. Shoudd less than al parties hersto elect to participate snd pay their proportionate part of

the costs ta be Incurred in such thou panlu desiring to participate shall have the right to do so at
their sols cost, risk, and expense, the conclusion of such aperation, each of those parties not
participating agree to execute and ddmf an u { assignment to the total Interest of each non-participating

party in and to the lease, leases, or rlghts L TO THE SRO UNIT DEPTHS, which would have terminated or
which otherwize may have bosn pressrvad by virtue of such opersation, and In and to the lsase, leases, or ri
LIMITED TO THE SRO UNIT DEFTHS, within the balance of the drilling unit upon which the well was Iod.
axcapting, howsvar, walls therefore compieted and capable of mducingon paying quantities. Such assignment
chall ba dailvared to the pasticipating parties in the pr: zotllon that re the exponss attributable to the non-
participating porties’ Interest. For the purposes of defining a required operation under this provision, such
op-'auon wﬂ be deemed required if proposad within thirtesn {13) months prior to the date such rights would

€. This Opersting Agreemsnt dated May 8, 2009 supersades and replaces any current Opersting Agreement covering
the contract area,

S14-
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1 ARTICLE X V1.
2 MISCELLANEOUS
3
4 This agreement shall be binding upon and stall inure to the benedit of (he partics hereto and 10 their respective heoirs, devisees,
5 lega! representatives, successors and assigns.
6
7 This instrument may be o im ony rumber of pants, each of which skall be considered aa original for all purposcs.
8
9 IN WITNESS WHEREOF, this agreemem shali be effective as of 2h doy of May .year) _2009 .
10
n
12 OPERATOR
13
14 MARBO#S ENERGY CORPORATION
15
16
17 .
'3 qu‘:rf WLQQA
19 L7
20
2
22
a3 NON-OPERATORS
24
2 PITCH ENERGY CORPORATION THE ALLAR COMPANY
LY
v e MO0
27 7 i
z: YATES PETROLEUM CORPORATION EG3, INC
30
n
32
33 YATES DRILLING COMPANY ABQO PETROLEUM CORPORATION
34
35
36
17
33 MYCO INDUSTRIES, INC. CHESAPEAKE EXPFLORATION, LLC
3
P
al
:: NEARBURG EXPLORATION COMPANY, LLC LEGEND NATURAL CASIIIL.P.
a4
45
46

47
48 DEVON ENERGY PROBUCTION COMPANY LP
©
50
51
5
5
54
s5
56
57
58
50
60
61
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RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the SRO State
Exploratory UNIT AREA, County of Eddy, State of New Mexico, dated May 8th, 2009, in form approved on
behalf of the Commissioner of Public Lands, and in consideration of the execution or ratification by other
working interest owners of the contemporary Unit Operating Agreement which relates to said Unit Agreement the
undersigned hereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the
undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned's interests in any lands and leases, or
interests therein, and royalties presently held or which may arise under existing option agreements or other
interests in unitized substances, covering the Jands within the Unit Area in which the undersigned may be found to

have an oi! and gas interest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its
heirs, devisees, executors, assigns or SUCCessors in interest.

EXECUTED this _29th day of June .2009

TRACT(S) See attached Exhibit “B”

YATES PETROLEUM CORPORATION YATES DRILLING COMPANY

RN

John ?ales e, Attorr{ey-ln Fac
INDUSTRIES, INC. ABO PETROLEUM CORPORATION

MYC

By:é&m&s&m By: ﬂ’ 5”\4 »(/ @
Sharon Snowden, Attormey-in-Fact John & /r’alcs Jr., Auomoyffn-Fact /

Address: _L0S South Fourth Street
Artesia. NM 88210

ACKNOWLEDGMENT
STATE OF NEW MEXICO )
) ss.
COUNTY OF EDDY
This instrument was acknowledged before me this 29¢h  dayof _Inne , 2009, by John A. Yates, Jr,
Attorney-in-Fact of Yates Petroleum Corporation, and of Abe Petrolenm Corporation, New Mexico corporations, on

olf eFFeAR BRkE ons.
Paxis . Baker [t 0. Tk,
MOTARY PUBLIC-STATE OF NEW MEXICO Notary Public ~
My commisrien expin f-22709
STATE OF NEW MEXICO )
) ss.
COUNTY OF EDDY
This instrument was acknowledged before me this _29th davof __June . 2009. by Pevton Yates,

Attorney-in-Fact of Yates Drilling Company. a New Mexico corporation. on behalf of said corporation.

OFFICIAL SEAL égé 7 P

Peuis J. Boker Notary Public
NOTARY PURLICSTATE OF NEW MEXICO k

AT ST )-

) ss.

COUNTY OF EDDY
This instrument was acknowledged before me this 29th dayof _ June , 2009, by Sharon Snowden,

Attorney-in-Fact of Myco Industries, Inc., a New Mexico corporation.

Ak [ P

ml:l:l. SEAL Notary Public”

My commissivn exptrons bk 32 oldeen

1
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AAP.L FORM,__/-- MODEL FORM OPERATING AGREEMENT - 15._,

ARTICLEXVI,
MISCELLANEOUS
This agreemern dll be binding wpon sed shall immre o the benefic of the purtics hervia asd 1o their rwpective heira, devisers.
fegol representalives, socresvons sad amigu.
This iraitument ey be cxecutod in vey cumiset of cownterparts, cach of wiiich, thalt be contidered a ariginnt (¢ 8B peposes.
N WITNESS WHEREOF, 1tis agreenoerx shad] be effcctive as of 3] dayof, Myy __ .(yoar) 3009
OPERATOR
MARBOS ERERGY CORPORATION
v
NON-OPERATORS
PITCH ENRRGY CORPORATION THE ALLAR C ANY
A}
YATES FETROLEUM CORPORATION mAﬁZ
YATES DRILLING COMPANY ARO PETROLEUM CORPORATION
MYOO INDUSTRLES, (NC. CHRESAPTAKE EXFLORATION, UL
NEARBURG EXPLORATION COMPANY, LLC LEGEND NATURAL GAS ITE LY.
DEVOR ENERGY PRODUCTION COMPANY LY

~1%-
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLEXY),
MISCELLANZOUS
Thia apreencel sbwl) bo biading wpon and el tore t0 the beretn of N pariies hereso and 10 thcie 79pOCt ve Wiy, devisees,
Th incrumest wy be crenied is any amby of counterparts, each of which shall be considercd w ariging) for el parposcs.
N WITNESS WHENEOF, thes 2 gresraest gholl by effoctove as of M dyof My  .(ye) 2009
OPERATOR
MARBOP ENERGY CORPORATION
1 R>
NON-OPERATORS
PYCH ENERGY CORPORATION, THE ALLAR COMPANY
E . 2 Z
fivd
VATRS FETROLILH CORFORATION o3, 1
YATES DRILLING COMPANY ABO FLTROLEUM CORPORATION
MYCO INDUSTREZS. INC.

NEARBURG EXPLORATION COMPANY, LLC

-15-
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EXHIBIT “A”

Attached to a made a part of that certain Joint Operating Agreement dated
May 8, 2009, by and between Marbob Energy Corporation, as Operator, and Pitch Energy
Corporation, et al, as Non-Operators.

I CONTRACT AREA/DEPTH RESTRICTIONS:

Townshi h, Ri 28 East, NMP.M.
Section 32: E/2ER2

Section 33: ALL

Section 34: $/2

Township 26 South, Range 28 East, NM.P.M.
ALL OF SECTIONS 3-4, 9-10, 15, 17, 20

Section 2: W/2

Section 5: W2

Section 7 : E/2

Section 8: E2

Section 16: E/2E/2

Section 18: E2

Containing 7,360 acres, more or less

[o¢) cT s DEPTH FROM THE SURFACE TO BASE OF THE
BONE SPRING FORMATION

#. NAME, WO G INTEREST PERCENTAGES, AND ADDRESSES OF THE PARTIES FOR
NOTICE PURPOSES:

Marbob Energy Corporation 19.477715%
P.O. Box 227
Artesia, NM 88211-0227

Pitch Energy Corporation 16.856606%
P.O. Box 304
Artesia, NM 88211-0304

Yates Pstroleum Corporation 13.028650%
105 South 4™ Street
Artesia, NM 88210

Abo Petroleum Corporation 6.663396%
105 South 4 Street
Artesia, NM 88210

Yates Drilling Company 6.663396%
105 South 4 Street
Artesia, NM 88210

Myco industries, Inc 6.663396%
105 South 4™ Street
Artesia, NM 88210

The Allar Company 20.162395%

P. O. Box 1567
Graham, TX 76450

Chesapeake Exploration LLC 10.484446%
PO Box 18496
Oklahoma City, OK 73154

TOTAL 100%

ill. OiL AND GAS LEASES SUBJECT TO THE AGREEMENT:

SEE ATTACHED EXHIBIT A-1



TRACT NUMBER DESCRIPTION OF LANDS

TOVNSHIP 25 SOUTH, RANGE 28 EAST

1 Section 32: E/2€/2

2 Section 33: N/2

3 Section 33: §/2

ACRES SERIAL NUMBER

160

320

320

VB-0575

VB-0576

VB-0569

EXPIRATION

DATE

8/1/2009

8/1/2009

8/1/2009

Exhibit A-1
BASIC ROYALTY LESSEE OF RECORD
AND PERCENTAGE
0.1875 YATES PETROLEUM CORPORATIGN

0.1875

0.1875

YATES PETROLEUM CORPORATION

WORKING INTEREST OWNERS

Yates Petroteum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO Industries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

Yates Petroteum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO tndustries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

YATES PETROLEUM CORPORATION Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO Industries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Preduction Company LP

Wi Decimal

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.22045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

Net Acres

29.315968
6.811888
©.811888
6.811888

19.134976
19.134976
33.67288

38.305536

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072

O



Exhibit A-1
Section 34: S/2 320 V-7085 7/1/2009 - Prod 0.16667 MARBOB ENERGY CORPORATION
TOWNSHIP 26 SOUTH, RANGE 28 £AST
Section 2: W/2 320 vB-06954 7712010 0.1875
Section 3: E/2 320 V-7438 7/1/2010 0.16667 The Allar Company
Section 3: W/2 320 V-7461 7/1/2010 0.16667 Yates Petroleum Corporation

Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Orilling Company
MYCO Industries, Inc.
The Allar Company

YATES PETROLEUM CORPORATION Marbob Energy Corp

Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
The Allar Company

Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
The Allar Company

Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ARO Petroleum Corp
Yates Drilling Company
MYCQO Industries, Inc.
The Allar Company

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505435
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536



8 Section 4: Ef2 320

9 Section 4: W/2 320

10 Section 5: E/2 320
UNCOMMITTED

11 Section 5: W/2 320

v-7439

V-7462

V-7440

V-7463

Exhibit A-1

7/1/2010 0.16667 The Allar Company Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, inc.
The Allar Company
7/1/2010 0.16667 Yates Petroleum Corporation Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
Marbob Energy Corp
Pitch Energy Corp
Legend Natural Gas
Devon Energy Production Company LP
7/1/2010 0.16667 Legend Natural Gas I LP  Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
Marbob Energy Corp
Pitch Energy Corp
Legend Natural Gas
Devon Energy Production Company LP
7/1/2010 0.16667 Yates Petroleum Corporation Yates Petroleum Corp.
ABO Petroleum Corp
Yates Orilling Company
MYCO industries, Inc.
Marbob Energy Corp
Pitch Energy Corp
Legend Natural Gas

Devon Energy Production Company LP

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

62.417584
62.417584
24.175824
24175824
24.175824
24.175824
98.461536

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952

67.34576
76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576

76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.263952
67.34576

76.611072

25~
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12 Section 6: E/2 320
UNCOMMITTED

13 Section 7: E/2 320

14 Section 8: W/2 320
UNCOMMITTED

V-744]

V-7465

V-7443

Exhibit A-1
7/1/2010 0.16667
7/1/2010 0.16667
7/1/2010 0.16667

Legend Natural Gas |1l LP

Legend Natural Gas HI LP  Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO Industries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

Yates Petroleum Corporation Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO Industries, Inc.

Marbob Energy Corp

pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO Industries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576

76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072

@



15 Section 8: E/2
16 Section 9: W/2

17 Section 9: Ef2

18 Section 10: W/2

320

320

320

320

V-7466 7/1/2010
V-7444 7/1/2010- Prod
V-7467 7/1/2010 - Prod
vB-0677 7/1/2010

Exhibit A-1

0.16667

0.16667

0.16667

0.1875

Marbob Energy Corporation

The Allar Company

Yates Petroleum Corporation

The Allar Company

Yates Petroleum Corp.
ABO Petroleum Corp
Yates Driiling Company
MYCO Industries, In¢.
Marbob Energy Corp
Pitch Energy Corp
Legend Natural Gas

Devon Energy Production Company LP

Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
The Allar Company

Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleurm Corp
Yates Drilling Company
MYCO Industries, Inc.
The Allar Company

Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Orilling Company
MYCO Industries, Inc.
The Allar Company

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.19505495
0.19505435
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576

76.611072

62.417584
62.417584 O
24.175824
24.175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824

98.461536 O

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

A
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19

20

1

22

23

Section 10: E/2

Section 15: €/2

Section 15 W/2

Section 16: Ef2E/2

Section 17: £/2

320

320

320

160

320

VB-0635

V-7445

V-7468

V-7446

v-7447

7/1/2010

7/1/2010

7/1/2010

7/1/2010

7/1/2010

Exhibit A-1

0.1875

0.16667

0.16667

0.16667

0.16667

Yates Petroleum Corporation

The Altar Company

Yates Petroleum Carporation

The Allar Company

Marbob Energy Corp
Pitch Energy Carp
Yates Petroleum Corp.
ABO Petroleurn Corp
Yates Drilling Company
MYCO industries, inc.
The Allar Company

Marbeb Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
The Allar Company

Marbab Erergy Corp
Pitch Energy Corp
Yates Petroleum Corp.
AROQ Petroleum Corp
Yates Drilling Company
MYCO Industries, inc.
The Allar Company

Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
The Allar Company

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554345
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

Chesapeake Exploration LP Chesapeake Exploration Limited Partaership  1.00000000

62.417584
62.417584
24.175824
24.175824
24.175824
24,175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

31.208792
31.208792
12.087912
12.087912
12.087912
12.087912
49.230768

320

O



24

25

26

27

Section 17: W/2

Section 18: E/2

Section 20: W/2

Section 20: Ef2

320

320

320

320

V-7470

V-7448

V-7450

V-7473

7/1/2010

7/1/2010

7/1/2010

7/1/2010

Exhibit A-1

0.16667

0.16667

0.16667

0.16667

Yates Petroleum Carporation Yates Petroleum Corp.
ASO Petroleuwm Corp
Yates Drilling Company
MYCO tndustries, lac.
Marbob Energy Corp

Chesapeake Exploration LP Chesapeake Exploration Umited Partnership

Nearburg Exploration Company, LLC Nearburg Exploration Company, LLC

Marbob Energy Corporation Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
The Allar Company

0.35000000
0.05000000
0.05000000
0.05000000
0.50000000

1.00000000

1.00000000

0.19505485
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

112
16
16
16

160

320
320

62.417584
62.417584
24,175824
24.175824
24.175824
24.175824
98.461536

Q



LEASE BASIS

TOTAL COMMITTED ACRES
TOTAL UNCOMMITTED ACRES
TOTAL ACRES

7360
960
8320

Exhibit A-1
RECAPITULATION

Acres of State of New Mexico Lands = 100%
Acres of Fee Lands = 0%

100%

Unit Working interest
Marbob Energy Corp

Pitch Energy Corp

Yates Petroleum Corp.

ABO Petroleum Corp

Yates Orilling Company
MYCO Industries, Inc.

The Allar Company
Chesapeake Explaration LLC
Nearburg Exploration Company LLC
TOTAL

Nearburg ORI

0.18507511
0.16016S961
0.12379680
0.06331485
0.06331485
0.06331485
0.19158086
0.09962205
0.04981102
1.00000000

0.00415092

Nearburg TA'd to all parties proportionately

making new Wi
Unit Working Interest

Marbob Energy Corp 0.19477715

Pitch Energy Corp 0.16856606

Yates Petroleum Corp. 0.13028650

ABO Petroleum Corp 0.06663396!

Yates Drilling Company 0.06663396

MYCO Industries, inc. D.06663396

The Allar Company 0.20162395|

Chesapeake Exploration LLC 0.10484446

Nearburg Exploration Company LLC

TOTAL 1.00000000]

1188.974488
1028.974488
795.305384
406.752344
406.752344
406.752344
1230.7692

640

320
6424.280592

@



THERE IS NO EXHIBIT “B” TO THIS DOCUMENT
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EXHIBIT “C”

Attached to and made a part of Aftached to @ made a part of that certain Joint Operating Agreement dated
May 8, 2009, by and between Marbob Energy Corporation, as Operator, and Pitch Energy
Corporstion, et af, as Non-Operators.

4

ACCOUNTING PROCEDURE
JOINT OPERATIONS

). GENERAL FROVISIONS

Definiilons

*Joit Property” shall mezn the real and persomal property subject o the agreement to wiich this A Ing Procedure is !

~Joint Operalions” shall mean afl operaticas mesessacy or proper for the develop peration, p 100 and mai of the
Jeiot Property.

“Joiat Account™ stall mean (he account showing the charges paid and credits received in the conduct of the Joint Operations and swhich
ure ta be shaved by U Pastics.

"Operator” shall mean the party designated to conduxt the Joint Qperations.
"Noa-Operstors® hall meas the Parties 1o this pareemant other than the Cpetias
"Parties” shall mean Operatoc and Non-Operatoes.

*First Level Supervisors shall mcan those employees whose primary fuection in foint Operations is (he direct supervision of other

cmpoyecs and/or cantract faboe ditectly employcd on the Joint Property in o fiekd operating capacity.
*Technical Employecs” shall mean thoss employecs having special asd specific enginecring, goological or other professional skills,
ad whose pinnry function in Jois Operatlone is (he handling of specific opemting conditions and probloms for the benelfit of the

oint Propeny.
“Personal Expenses™ shail mean travel and other b t Xp of Operttar’s cmploy
“Muterial” shall xean p ] prop quipment o A quired of beld for use on the Joint Propenty.

“Controllable Maicriol® skall weap Moateridd which ar the time is 50 classificd m the Matena) Classification Manwof o5 most
recently recommended by the Council ar Petrol A S

Statewent und Bittlops

Operwior shall bill Non-Operniors on oc before the fast day of cach mondk for their proportioaste share of the Joint Account for the
peeceding moxik, Such bills will be secompanied by satemenis which idenlify the authority for expendites, lease or facility, and alt
charges and crediss summarized by appropriste classificalions of invesiment and cxpense excepl that items of Controllable Materia)
and unusual charpes and credits shall be separately idemtiicd and Adly described in detail

Ad and Fay ¥y Noa-Op

A, Unlcss otherwise provided for in the ap the Operator may require (he Noa-Operatars 10 advance their share of cstimated
cash outisy (oc the mdan; month's operation within fitteen (15) days after receipt of the billing oc by the (irst day of ihe month
for which the agh is ichever is later. Operaior shall adjust cach manthly billing to reficct advances received from
ihe Noa-CGpeators.

B. Back Non-Oprsakes shall pay its propstion of all bills within Rftees (15) days alter waeips. 1f payment §s not made within such time,
the unpaid balance shall bear interest mondhly ot the prime rate in offect o Chave Mgohgupa Bank __ on the first day of the monib
in which delinquency ocours plus 1% of the maximum corimcl mic permitied by the appheable usury laws in the state in which
the Joint Praperty is located, whichever is the lesser, plus atlormky's fees, count coss, and other costs in conneclion with the
collection of onpaid amowns.

Adjastments

Paymeol of ony sech bills sholl oot prejudice the ight of any Non-Operator to protest or quesiion the thereof; provided,
however, all kifis and desed ca Non-Op by Opesator during any calendar yetr shall conclusively be pesumed ©
be tre and correc after twenty~four (24) months following (he eod of say such calendar year, urless within the maid twenty-four (24)
month period a Non-Operator takes wrilien exccplion thereto and makes clrim oo Operator for 3dj No odj {fovorabi
loOpmdeﬂbcmﬂeunlmiiuMchhmthemmemmmwsmnllﬁsmgraphduilna provent
adjustrnents cesuiting from s physical i y of C Jlable Material as provided for in Section V.

COPYRIGHT © 1985, 2004 by the Council of Petroleum Accountants Societies.
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Operstor shall charge the Joird Account with the Following items:

3.

- (0PAS
Andits

A. A Noa-Opesatos, upon nolice in writing 1o Opormior and i) other Non-Operators, shall have the right (o audit Operstor's sccounts
and records relating © the Joist Account for any calendar year within the twenty-fowr (24) mosth period following the end of
such colendar yean, provided, h 7, the making of an oudit shall nol extend the time (or the 1aking of writiea exception 1o and
the adj of as provided for in Paragraph 4 of this Section L Where there aic Iwo o¢ marc Non-Operaiors, the
Nox-Opcratoss shall make cvery reasonoble effort 1o conduct a joint audit in o manner which will rult in o minimum of
inconvenicace to Ihe Operstor. Operdor shall bear 0o portion of the Non-Operators’ gudit cost incurred nnder this pampraph
unless agreed to by e Opermior. The audite shall not be conducted more on once eack year without prior approval of
Opezator, except wpon (he resigexion of removal of the Operator, and shall be made of the cxpense of fhost Noo-Operntors
approving soch audit.

B.  The Operatas shall reply fa writing to an zudit report within 180 days afier receipt of such rcpon.

Approval By Neo-Operatony

Where an approval or olher op of the Pattics or Non-Op is oxpressly required wader other sections of (his
A ing Procedure and if the ag) to which this A ing Procedure is hed ins mo contrary provisions in fegacd
thereto, Operator shall nolify il Non-Op of the Op ’s peoposal, and (ke agy or approval of 8 majority in interest of (he

Non-Opeeators shall be controlling on !l Non-Opestors.

. MRECT CHARGES

Ecological and Envi "
Conts incumed (or ihe beacfil of the Joim Property as o reswll of goven | or regulatory requi o satisfy
d t iderations applicable (o the Joimt Operstions. Such cosls may include surveys of an ecological or archacological

nature and polltion conirol procedures as requircd by applicable laws 2ad reguinti

Rentals arnd Royalties

Tease reneads and royaliics paid by Operator for the Joint Operations.

Labor

A. (1} Salasics and wages of Operator’s ficld employees dizecily employed on the Joint Property in the condact of Jount Operations.
{2) Salaries of Firsl leved Supervisors in the field.

(3) Saleries ond wages of Technicol Employ directly employed on the Joint Propeny if such charges arc cxcluded from
the overkesd rates.

{4) Ssiaries and wages of Tochnical Employecs either lemporarily or p ly gned 10 and direcily employed in the
opesation or the Soint Property if sach chorpes are excluded from (he overhead rates.

B. Opentor’s cost of haliday, vacalion, sickness and disability benefils nnd olber y alk paid to employoes whose
salarics and wages are chargesblo to the Joint Accoont under Puragraph 3A of this Scotion (L Such costs wader this Paragraph IB
mzy be charged 00 ¢ “whea and 8s poid basis® or by “percentage assessment™ on the amount of salaries and wages chargeable 0
the Joint Account under Pasagraph 3A of this Section IL (F percentage assessment is used, the rate shall be based on the Operator's

oSt expeTience,
C.  Expendi or Tbuli nade p to imp by go I aothonty which are opplicable to
Operator's costs ch e ¢o the Joint A under Paragraphs 3A and 3B of this Scciion 1L

D. Persomal Expenses of those employees whose 2afarics god wages are churprable (o the Joint Accourt under Paragmaphs JA and 38
of Whis Section IL

Employce Benefis

Operalor’s curcenl costs or cstablished plans for employees’ groop life hospitalization, pension, reti , stock p
ﬂuiil.houu:,nd other benefit plans of a like nature, applicable (0 Operator's Lsbor cost chargeablc (o the Joimt Account under Poregraphs
3A and 3B of this Scclion Il shall be Operator’s actual cost nod to cxceed (he percenl most eeconily recommended by the Couxcit of
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) S Materind
2
3 Moterial parchased of famshed by Operator for usc o the foin Propesty as provided under Section IV. Only such Material shall
4 be purckascd for or transferred to ihe Joint Properly as may be required for i Jiaic o ond is bly practicol snd consigent
5 with efficient and ical operalions. The 101 of sarplus stocks shalt be avoided,
]
7 6 Transpertation
8
9 Transponation of employees and Material ry for the Joint Operations but subject 10 the followling limitaticos:
10
1 A I Material is moved $o the Joinl Property from the Operator's Ty or other propertics, no charge shall be made 10 the
12 Joint Account for a distanco grealer than the distance from (s ncorcst relinble supply mare where like material is pormally available
13 or railway recelving point nearcsl the Joimt Property nndess agreed 1o by the Partics.
14
5 B. I surplus Malerial is moved to Operstor’s svarchouse or olber siorge point, no charge sball be made to the Joim Account for 3
1] distance greater (han the distonce o the nearest relisbic sipply store wheve like ial is ilable, or ilway
17 receiving poixt ocares) the Joim Property oniess agrecd to by the Partics. No charge shall be made 1o the Joint Account for
8 moving Material to other propestics beloaging to Operator, nnless agresd 40 by the Pattics.
9
an C.  In the epplication of subparagraphs A oad B abow, the ophion 10 equalize or charge octual tnucking coat is available when the
2 et charge is $400 or less excluding acoessorin! charges. The $400 will be adjusicd to the amount most cecently recommended by
2 the Council of Perroleum A Societi
3
24 7. Services
235
26 The cost of conimel scrvices, equipmeni and ulilities provided by owtside sowces, excepr services excluded by Paragraph 10 of Section 1l
27 and Paragraph i, ii. and iii, of Seetion N). The cost of professionsl consullanl services and conirel services of teeknical persanncl
28 directly engaged on Lhe Joint Propesty if such charges ase excluded from the ovorhead rates The cost of professional consullant services
29 or comract services of technical personnel aoi dicetly engaged on the Joint Properly shall not be charged to the loit Accoun
3 vnless previously agreed to by the Pasties.
3t
32 8. Equipment snd Facliitles Farnished By Opcrater
33
34 A Operator shall charge the Joint Accoun for usz of Operatas owmed eqixpment ard ficilitics af mtcs commenstrate with costs
35 of owncrship and operalion. Such rates gull include coxs of mainteneace, repairs, oiher operting expense, inswrance, taxes,
6 depreciation, and wKcres! on gross i iess laied depreciation nottoexceed ___ twelvp pereent {2 %)
37 per ennam, Such rates shall not exored average commercial raes currenily preveiling in 1be immexiate area of the Joint Fropesty.
38
39 B.  Inlicu of charges in Paragraph 3A sbove, Operator may elect (0 use avempe commerncial rakes prevading 1n (NG immediate area of
40 the Joinl Property less 20%. For muomolive cquipment, Operator may clect to use mtes pablished by 1he Fetroleum Motor
41 Trnsport Association,
42
43 9. Damages and Losses to Joint Property
4“4
45 All costs or expenses nocessary for the repeir or replacement of Joim Properly made ry because of damages or Josses d by
46 fire, flood, storm, thefl, sccident, or atkr cowse, excrph those resuling from Opemior’s poss ncglig or willfid d
47 Operntor sholt furnish Non-Operator wrilicn wotice of damages or losses incurred as soon as practieable after a report thereof has
43 beea received by Operaior.
49
50 10, Legsl Expense
3
52 Expense of handling, investigating and sctiling litigation or claims, discharping of liens, pay of jud: and paid
53 for scttlement of claims i d in or fting from operations uader dhe agrecmcn! oF nCCEsSSary (o protect oF Tecover the Joind
34 Property, except Ikat no charge for services of Opermlor's lepnl staff o fees or expense of ouiside atcarncys siwll be made unless
55 previovsly sgreed o by the Parties. Al other iegal exp is considered to be d by the overhead provisions of Scction I
56 tnlesy otherwisc agreed Jo by the Pacties, except as provided in Sectiom ), Pargraph 3.
57
3% . Taxes
59
60 All 1axcs of cvery kind ond uators asaessed or fevied upom or in cooncction with ke Jaint Property, the opemlion thercol; or the
61 production thercfrom, ond which iaxes have been paid by (ke Operstor for the bonefit of the Porties If tbe ad valorem taxes are based
62 in whole of in-part xpon scpaxe valuations of each panty's working inlerest, then notwithstaading anything (o the cortrry herein,
63 charpes w the Joimt Account shall be made and paid by the Panties horeto in accordance with the tax valve generated by eoch pany's
64 workioy interesl. ’
65
66
67
1]
69
w0
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Insurance
Net presi paid for il quired to be camied for the Joint Operations for Ihe proteciion of the Pastics. In the cvem Joint
Operations are conducied in a state in whick Operdior may aci as selfiinsurer for Worker's C ion andfor Employers Liabilty

vnder the respective siale's lows, Operator may, at its clection, inchede the risk under its sclf- insorance program and in that cven,
Cpeator shall inclode & eharge &1 Operstor's cost not 0 exceed manual sales.

Ab 204 Reclamath
Casts incyrred for abandonment of ihe Joint Properly, including cons required by po 1 o other regulatory suthorily.
Communications

Cou of acquiring, kasing, iastalling, i poining and mainlaining nication sy including radio and microwave
faclihics direclly scrving (he Jfoiat Propeny. in the event ication facilities scrving the Joint Property are Operator

owned, charges 10 1he Joiny Accoum shall be ntade as provided in Pamgraph 8 of this Secton (I,
Other Expenditures
Any oiher expenditure aot covered or deall with ia the forcgoing provisions of this Secion (1, o in Seclion 11 and whtich 15 of dircet
benefli 16 the Join Property and is incurred by the Operator in the necessary and proper conduct of ihe Joint Operations.
111, OVERHEAD

Overticad - Drilling and Producing Operatiens

. As P (or adwinistrative, supervision, office services ond warehousing costs. Operator shatl charge drilling and
producing operations on cither:

{ X )Fixcd Rate Basis, Pargraph IA, or
() Percentage Basis, Parograph 1B

Unless othenvise agreed lo by the Padtics, such charge shall be in licu of costs and expenses of il offices and solaries ar wages

plus applicable burdens and of afl p 2i, cxcept those direcily chargeable vader Paagraph 3A, Section 31 The cost
and expense of services from omside sources in conacslion with mallers of taxation, traffic. accounsing or tmatlers belore or
invalvi: ) jes shall be idesed as included in the overhead sates provided (o7 in (he abowe xiccied Pangaph

1§ &0

of this Seelion 111 urless such cost and expense tre agreed 10 by the Panties as a direct chorge (o the Joint Accowat,

fl. The saluries, wages and Persomal Exp of Technical Eropl audior the cost of profe
roct services of iechmiend p 1 dircetly cmployed on Lhe Joint Propenty:

() shall be covered by tx overbead ates, or
{ X ) shail not be covered by the overhoad mics.

jli. The salasien wages ond Personal Exp of Technical Employees andiocr costs of professionsl consukiant services and
conlrct seyvices of technical p | either ily or p ) igned to end directly employed in the opemtion of
1he Joint Property:

( X ) shall be coverced by 1he overkead raies, or
( ) shall nut be covered by the overkead rates.

A Overhead - Fixed Rate Basis
(1) Opemtor shall eharge the Joint Accoont & the following rates per well per month:

Deilling Well Rate S,_____6000.00
(Pravated for Jess thaa o foll month)

Producing Well Rate$___ 60000
(2} Applicaiion of Overbead - Fixed Rate Basis shall be s foltaws:
(2} Drilling Well Rate

(1) Charges for drilling wells skoll begin on che dale the well is spudded ond tcrminate on the datc the dnilling
rig, complction rig, o other units used in compietion of (he well is relenscd, whichever is loter, except that no
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chege swoll be made during suspension of drilling or completion opermions for fifieen (I5) or more
consceutive calendar doys.

{2) Charpes for wells ing any type of work or pletion for a period of five (5} consecutive work days
or more shall be made o the drilling well rale. Such charges shalt be applicd for the period from dute
workover operations, with rig or other unils used in workover, commence through date of rig or other unit
release, cxecpl that no charge shall be made duning suspension of operalions for fikeen (15) or more
consocutive calendar days.

{b) Producing Well Raks

{1} An octive well either produced or injected into for any portion of the month shall be considered as a one-well

charge for the eatise ok,

(2)  Ench octive pletion in a mulli-compleied well in which produciion is aot gled down kole skall
be considered as 2 one-aell ckxpe providing cach lciion is idered 3 sep well by tke
goverrdng regutatory authority.

{3)  An inactive gas well skut in because of overproduction or failwre of purchaser io take the peoduction shall

be dered as o 1t cbwge providing the gas well i3 dircetly connccted 1o a permanem sales outlet.

(4) A one-well charge shall be made for the month in which plegging and aband perations are phetcd on
any well. This one-well charge shall be made wheihier or not the well has produced except when drilling well
rate applics.

{5) AU other imxctive wells (including bt not limited 10 inactive wells covered by umit allowable, lease
liowabl sferred allowable, ete.) shail not qualify for 2n owerhead charge.

(3)  The well rotes shall be adjusted as of e first day of April ecach year following the cffective date of the sgrecmment 1o which
this A Procedure is hed by the pereent incrcese or decrease published by COPAS.,

B. Qverhead - Percetage Basis
(1) Opemior shall ciwrge (he Joint Account 3t the following rates:
{0) Dewclopment

Percem (__ %} of the cast of development of the Joind Property cxclusive af costs
provided under Paragraph 10 of Scetion [f and all mivage credits.

(b) Opemting

Parcent (_ %) of the cost of operating the Joint Propesty exclusive of costs provided
under Poongraphs 2 and 10 of Seciion Ik oll salvage credits, the value of injecicd sub for
secondary recovery and alf taxes asd assessments which are levied, assessed and paid wpon the mincaal incress in
and 1o the Joint Property.

(2)  Apphiatics of Overhead - P pe Basis shol) be os follows:
Fos the putpose of detcrmining charges on 3 percentage basis undev Pornpraph 1B of thds Section 1], development shatl
inchude #ll costs in conpection with drilling, redrilling, d ing, of any dia} operations on any or all wells involviog
the use of lling rig and crew capable of drilling to the producing imterval on (he Joint Propeny; aka, preliminary

di y in propatation for drilling cxd i ! d m sbandoning when the well is not completed
a5 a peoducer, and original cost of construction or ingellation of fixed assets, the expansion of flixed assets and any other
project clearly discemibic as @ fixed asset, except Major Constroction as defimed in Poragraph 2 of this Section 1. Al
other costs shall be considered as operaling.

Overbead - Major C k

To compensote Operator for conts i d in the ion ond insialtation of fixed ossels, the expansion of fixed assets, and
eny other project clearly discernible as & fixed asset required for the develoy and operation of the Joit Propenty, Operaior shall
cither negotisie o mte prior 10 the beginning of construction, or shall charpe the Jolm Accouni for overhead based on the following rates

forany Major Construction projecs s excessof §______ 2500000

A 5 % of fiest $100,000 or totat coxt ifless, plus
B. __3 _ %ofcousinexcess of $100,000 bat kess thon $1,000,000, plus

C. 2 % of casts in excess of $1,000.000.
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Total cost shall mcan the gross cost of any one project. For the purpose of this paragraph, the componen pans of & single peoject shall
not be trented sepanately and ihe cost of drilling and workover wells and artificsal KA eguipmem shatl be excluded.

3 Carastrophe Overkead

To compensxe Opesator for averhead costs incumred in the ever of cxpenditorcs resulling from a siogle occermence due to oil spill,
blowow, explosion, fire, store, h or ofher phes as sgyecd do by the Parlics, which are necessary (0 restore the Joint
Property 1o the oquivalemt condition that existed prior 0 the cvoml causing the experditurcs, Operator shall either acyotiste o e
priof to chargiag the Jort Account or shall charge (ke Joint Account fos overhead based on the following rafes

A 3 % of1otal costs through $100,000; plus
B. 3 % of 1043} cosls in excess of $100,000 but lexs than $3,000,000; plus
Co 2% of totod costs tn excess of $1,000,000,

Expendiuses suject 10 (he overheads above will not be reduced by insurmmoe recoverics, and o other overhead provisions of (s
Soction I shall apply.

4, Amecadmest of Rates

The overhead rates provided for in this Section 111 may be amended Fom time 1 tine only by muteal sgreement betneen the Partics hereto
if, in prociice, vae mics are Bead 1o be intuilicient o excessive,

. PRICTNG OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operatar is respoasibic for Joini Account Muterial and stall make proper and timcly charges and credits for afl Matcrial movements affecting the
Joint Property. Opermator shall provide all Material for use on the Joint Property: however, st Opertor’s option, such Matenol may be sapplicd
by the No-Operator. Opesator shall moke timely disposition of idic andfor surplus Malerial, such disposal bring made cither through xlc 1o
Operator or Non-Operator, division in kind, or sle to outsiders. Operatoy may perchase, bit shall be under no obligation to purchase, interest
of Non-Operstars in surplus condition A or B Material. The disposal of surplus Controllable Mxcrial not purchased by the Operator shall be agseed
to by the Parties.

I Purchases
Material purchascd shall be charged wt the price paid by Operator afier deduction of alt di ived. In case of Material found
10 be defeclive or relurncd 10 vendor for any other reasons, credit shall be pagsed o the Joint Arcoum when adjustmeni has been reccived
by the Operaior.

2 Transfery and Dispositions

Moterial fumished to the Joint Property and Matenal transferred from the Soim Propenty or disposcd of by the Operator, mless
othcronse sgreed 10 by the Parties, shall be priced 0o the (ollowing besis exclusive of cash di

A, New Material {Condilion A)
(1} Tubvlar Goods Othey than Line Pipe

(3) Tobular goeds, sizcd 2 3/3 inches OD ond larger, except line pipe, shafl be priced 21 Eastem il poblished cariead
base prices effective ss of date of movemenl plus transportation cod using the 30,000 powad caread weight basis
to the milway recciving poinl nearcst the Jolnt Prapenty for which published il rates lor tubslar goods cxist. if dwe
30,000 pound il rate 1s oot offercd, the 70,000 pound or 90,000 pound raif rate may be awed. Freipht charges
for 1obing will be caleylsted from Losain, Ohio and Gasing (Fom Youngsiown, Ohig.

(b) For grodes which are specisl (o one mill oRly, prices shall be computed at the mi)) bast of that mill plus iransportation
cost from Lhat mill to the milway recciving poinl nearest the Joint Propenty as provided above in Papraph 2.A.(1)(a).
For tmnsponalion cost from poins other than Ensern mills, the 30,000 pound Oif Field Haulers Asseciation interstate
truck ratc shall be used.

(¢) Special end finish tubular goods shall be prced st the lowest published ou-of-stock price, fob. Housion, Texus,
plus transporiation cost, wsieg Oil Field Havlers Association intersiate 30,000 pound tuck ratc, lo the railway receiving
point nearest the Joint Property.

() Macaroni tubing (sizc Jess than 2 3/8 inch OD) shall be priced 31 the lowes peblished out-of-stack prices fob. the
supplics plus ansportation coms, using the Ol Field Haolers Associction intersiate truck mse per weiph of
tubing transferved, to ke railway rxeiving poimt nearest the Joint Properiy.

(0P
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Line Pipe

(a) Linc pipc movements {except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or more
Yoli e pneod unditr provisions of tibwlar goods prcing In Pxagrph AflXa) os provided above. Freighy chorges
shall be calcwdated from Larain, Ohio.

() Linc Pipc movements (cxcept size 24 inch OD ond larger with walls % iach and over) less (kam 30,000 posnds
shall be priced at Easien mill published carload base prices effective as of date of shipment, plus (he percent most
reeenlly recommended by COPAS, plus sonsporiation costs based on freight mies 3s st forth under provisions of
tebular goods pricing in Poragraph A.(1)(a) as provided above. Freight charges shall be cafculated (rom Lorain, Ohie

(6) Line pipe 24 inch OD and over and % inch woll and larger shall be priced oo the paim of wianufacture af correst

IRV

new prices plus iranspartation cost fo the milway receiving poinl nearesi the Joint Property.

{d) Line pipe, inclwding fabncated line pik, drive pipe and  conduit not limed on published pce fists shall be priced ot
quolcd prices plus freighk (o tho milway roxeiving poiat nearest the Joinl Property or a1 prices agreed (o by the Partiex

Ocher Material shall be priced al Ihe cwment new price, in effect 3l date of movemest, as listed by a refiable supply store
nearest (he Joint Property, or point of {3 plus P ion costs, if spplicable, ta the rntway recciving poinl
ncarct the Joint Propeny.

Unirsed new Maleriad, cxcept tubuler goods, moved [rom the Joint Property shall be priced at the current new price, 1 offect
on date of movement, as listed by o rcliable supply storc nearest the Joinl Peoperly, or point of monufacture, plus

isportation costs, i apphicabic, 1o the railwdy receiving poial nearest the Joint Propenty. Unused new tubudors will be
priced as provided sbove in Paragraph 2.A.(1) and (2).

Good Used Material (Condition B)
Maierial in sownd and serviceable condition and suitable for retse without ceconditioning:
(1) Material moved to the Joint Property

At scventy-live percent (75%) of curment new price, as determined by Paragroph A.
(2)  Material uscd on and moved (rom the Joint Propeaty

{a) At sventy-five poroent (75%) of cument aew price, as determined by Paragraph A, if Material was onginally
charged 10 \he Joint Account as new Material or

(b) Al siaty-five percest (65%) of cusrent acw price, as d incd by Paragraph A, il Material was originally eharged
10 the Joint Account a3 used Maierial

) Maicrial not nsed on and moved from the Joint Property

At seventy-five percent (75%) of cumenl new price as determised by Paragragh A,

The cost of reconditioning, i azy, shall be by the ferring prope

Other Used Material

{1) Condition €
Material which is 0ot in sound and scrviceable condifion ond not suitable for its oniginal function undl alter
reconditioning shall be priced of iy percent (S0%) of cumenl acw price as dekconined by Pamagrph A, The cost

of reconditioning shall be charged 10 the fving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B valee,

(2) Condition D

Material, excluding junk, no tonger swiable for its erigingl purposs, but usstie for sooe other purpose skl be priced
on 2 bosis commensure with its x. Operator may dispose of Condilion D Materiel amdler proced! ly
used by Operator without prior approval of Now-Operators.

(@) Casing, mbing, or drill pipc usmd a5 line pipe stall be priced as Grade A and B dess line pipe of comp
size and weight. Used casing, isbing or drill pipe wilized gs line pipe shall be priced 31 used line pipe prices.

(b} Casing, whing or drill pipc wscd 23 hgher pressure scrvice lines then standard line pipe, e.g. power ot lines, shal)
be priced under normal pricing procoduncs for easing, whing, of drilt pipe. Upset tubular goods stnll be praced
©n 3 non upsel basis.

5
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{ (3) ConditionE

2

3 Ixak shal} be priced at prevailing prices. Operutor may dispose of Condition E \al under p d Y
4 utilized by Operator withowt prior approval of Nox-Ogesators.

3

[3 D. Obsolcte Material

7

8 daterial which is iccable 2nd usable for its original function but comditicn aadfor valoe of such Material is not
9 equivaleat 1o thal which would jusufy a pnce as provided sbove may be specially priced as agreed (o by the Ponties. Such
10 price shawld resuht in the Joisl Acconnt being cherged with the value of th service rendered by such Materiat.

3}

12 E  Pricing Coaditions

13

L] {1) Loading or unlcading costs may be charged to the Joine Accoun Bl the mic of twenty-five conis (25¢) per hundred
15 weipht ox oll tubulor goods movements, fn leu of acwal loading o unloading costs ined w1 vhe stocking point.
16 The above rate shall be odjusted as of the ficst day of Apsil cach year Rollowing January 1, 1985 by the same
17 or used to adjudl ovorhend wtes in Section M, Pogrmph 1.A(3). Ech yoor, the
18 aic colculoated shall be rounded 1o the neasest cend ond shali be the cate in effect util the first day of April next yeas,
19 Such raie sholl be published eack year by the Council of Petrolewm A Socisti

20

b1 (2) Matcrial iavolving crechios costs shall be chorped 91 applicable percentage of the curroat knocked-down price of
22 new Material.

23
24 3. Premium Prices

25
26 Wheacver Maieria is ot readily obioinsble at published or limed prices because of nationsl cracrpencies. strikes or other unususl
27 causes over which the Opceator kas no control, the Operator may charpe the Soim A for the required Material ot (ke Opadtor’s
23 st cost incerred in providing such Material, in making it switwble for use, and in moving it to the Joint Propenty; provided
kel nofice in writing is fumished to Non-Op of the proposed charge prior o billing Noa-Opermors for such Material.  Each
30 Noa-Operaior shall hawe the cight, by 50 electing and notifying Operator wilhin ton days after receiving notiec fram Operakor, to furnish
3 1 kind all or gort of his thare of such Matcrial siktable for xse and seceptable to Operator,
2

3 4. \Yarvanty of Materlol Furnished By Operstor

34

35 Operator docs nor warmand tho Material fwmished. In casc of defective Moterial, credit choll nol be possed to the Joint Account
34 until edjestment ks been received by Operator (rom the manafactarers or their agents
LK)
38
¢ Y. INVENTORIES
40
41 The Operator shall maintoin dewiled records of C lisbic Material

2
a3 Periodic | rics, Nolice und Rep i
4
45 At ble intervals, i ies shall be taken by Operator of the Joint Account Controlloble Material. Writien notice of intention to
46 take inveniory skall be given by Opemior ol kast thiny (30) days before any inventory is 10 begin so thal Ner-Operators may ho
47 pr d when asy i y is wkes. Failure of Non-Op to be rep d o1 an i y shall bisd Noa-Operators 1o accept
48 1he invenlory taken by Operator.

49

S0 L Retvesciliation and Adjustment of lnventorics

51

52 Adj 1o (ke Joim A s resalting from the reconciliation of a physicat Inveniory shall be made within six moalhs (llowing
53 the taking of the i y. | y odjf shall be made by Operator w0 (he Joim i for pes and shoriages, but,
54 Qperaior shall be hetd shlc only for shortagrs duc to lack of ble diligence

55

6 3 Spectsl Inventerics

17

58 Special inventorics may be taken whencver there is any saie, chaags of interost, or chaage of Opcrator in the Jotnl Propety. &t sholl be
59 the duty of the panty sctling (0 nolify all okher Pacties 35 quickly s possitle after the transfer of inferest takes place. In such cases, bolk
0 the seller and the purch shall be g cd by sueh i y. [n cases involving a change of Operotor, oll Partics shall be governed
61 by such inventory.

62

83 4. P ot Cenducting 1 et

64

65 A.  The expense of conducti iodic i w3 shall not be charged 10 the Joint Aceount unless agreed 1o by the Partics

[

67 8. The exp of ing spocind ies sholl be charged to the Porties requesting such il ies, excepl i

1] required dvc 0 change of Operator shall be changed o the Joint Accounl,

69

L
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EXHIBIT “D*”

Attached to @ made a part of that certain Joint Operating Agreement dated
May 8, 2009, by and between Marbob Energy Corporation, as Operator, and Pitch Energy
Corporation, et al, as Non-Operators.

1. OPERATOR shali, at all times while conducting operations hereunder,
comply with all Workers’ Compensation and Occupational Disease Laws
including the United States Longshoremen’'s and Harbor Workers'
Compensation Act; provided, however, that OPERATOR may be a self-
insurer for liability under said compensation iaws in which event the only
charge that shall be made to the joint account shall be OPERATOR'S
actual cost but not exceeding an amount equivaient to the premium which
would have been paid had such insurance been obtained.

2. No other insurance shall be carried by OPERATOR for the joint account
unless agreed o by all the parties hereto.

3. OPERATOR shall require all contractors and subcontractors to carry such
insurance in such amounts as OPERATOR deems adequate.

4. Each co-owner may procure such insurance with respect to the jointly
owned properties and operations as it deems necessary to protect itself
against claims and damages and all insurance policies shall be endorsed
to provide that underwriters and insurance carriers of co-owner shall not
have any right of subrogation against OPERATOR and other co-owners.

It is provided that in the event Operator should elect {o carry well control
insurance, then prior to the drilling of any well hereunder, if any co-owner
hereunder so elects to be included as an insured under Operator's policy, the
Operator shall advise said co-owner of its anticipated share of the premium for
same. Co-owner shall then advise Operator whether or not it elects to be named
as an insured under the policy, and co-owner shall be responsible for its
proportionate share of the policy premium.
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EXHIBIT “E”

Attached to a made a part of that certain Joint Operating Agreement dated
May 8, 2008, by and between Marbob Energy Corporation, as Operator, and Pitch Energy
Corporation, et al, as Non-Operators.

GAS BALANCING AGREEMENT

The parties to the Operating Agreement to which this agreement is attached own the working
interest in the gas rights underlying the lands covered by such agreement (the “Contract Area”) in
accordance with the percentages of participation as set forth in Exhibit “A” to the Operating Agreement
(the “participation percentage”).

In accordance with the terms of the Operating Agreement, each party thereto has the right to take
its share of gas produced from the Contract Area and market the same. In the event any of the parties
hereto collectively awning participation percentages of less than 50% are not at any time taking or
marketing their share of gas or have contracted to sell their share of gas produced from the Contract Area
to a purchaser which does not at any time while this agreement is in effect take the full share of gas
atiributable to the interest of such parties, this agreement shall automatically become effective upon the
terms hereinafter set forth.

1. During the perlod or periods when any parties hereto collectively owning pasticipation
percentages of less than 50% have no market for their share of gas produced from any proration unit
within the Contract Area, or their purchaser does not take its full share of gas producing from such
proration unit, other parties collectively owning participation percentages of more than 50% shalt be
entitled to produce each month 100% of the lesser of (a) allowable gas production assigned to such
proration unit by applicable state regulatory authority or (b} the delivery capacity of gas from such
proration unit; provided, howsever, no party who does not have gas in place shall be entitled to take or
deliver to a purchaser gas production in excess of 200% of the lesser of (¢) its share of lhe volumes of
gas capable of being delivered on a daily basis or (d) its share of allowable gas production. All parlies
hereto shall share in and own the liquid hydrocarbons recovered from such gas by lease equipment in
accordance with thelr respective interests and subject to the Operaling Agreement to which this
agreement is attached, but the party or parties taking such gas shall own all of the gas delivered to its or
their purchaser.

2. On a cumulative basis, each party not taking or marketing its full share of the gas
produced shall be credited with gas in place equal to its full share of the gas produced under this
Agreement, less its share of gas used in lease operations, vented or lost, and less that portion such party
took or defivered to its purchaser. The Operator will maintain a current account of the gas balance
between the parties and will furmish all parties hereto monthly statements showing the total quantity of
gas produced, the amount used in lease operations, vented or last, the total quantity of liquid
hydrocarbons recovered therefrom, and the monthly and cumulative over and under account of each

party.

3. Each Party producing, taking or delivering gas to its purchaser shall pay severance taxes,
excise taxes, royalties, overriding royalties, production payments and other such payments and taxes on
production for which it is obligated by law or by lease or contract (including Operating Agreement), and
nothing in this Gas Balancing Agreement shall be construed as affecting such obligations. Each Party
hereto agrees to indemnify and hold harmiess the other Parties hereto against all ddaims, losses or
liabilities arising out of lts failure to fulfill such obligations.

4, After notice to the Operator, any party at any time may begin taking or delivering to its
purchaser its full share of the gas produced from a proration unit under which it has gas In place less
such party’s share of gas used in operations, vented or lost. In addition to such share, each party,
including the Operator, until it has recovered its gas in place and batanced the gas account as 1o its
interest, shall be entitied to take or deliver to its purchaser a share of gas determined by multiptying 50%
of the interest in the current gas production of the party or parties without gas in place by a fraction, the
numerator of which is the interest in the proration unit of such party with gas in place and the denominator
of which is the total percentage interest in such praration unit of all parties with gas in place currently
taking or delivering to a purchaser.

5. Nothing herein shall be construed to deny any party the right, from time to time, to
produce and take or deliver to its purchaser its full share of the allowable gas production to meet the
deliverability tests required by its purchaser, provided that said test should be reasonable in length,
normally not to exceed 72 hours.

6. If 2 proration unit ceases to produce gas and/or fiquid hydrocarbons in paying quantities
before the gas account is balanced, setiement will be made between the underproduced and
overproduced parties. In making such seitiement, the underproduced party or parties will be paid a sum
of money by the overproduced party or parties atiributable to the overproduction which said overproduced
party received, less applicable taxes theretofore paid, at the applicable price defined below for the
delivery of a volume of gas equal to that for which setiement is made. For gas, the price of which is not
regulated by federal, state or other governmental agencies, the price basis shall be the price received for

o



)

r/\ b
~/ ./

the sale of the gas. For gas, the price of which is subject to regulation by federal, state or ather
governmental authorifies, the price basis shall be the rate collected, from time to time, which is not
subject to possible refund, as provided by the Federal Energy Regudatory Commission or any other
governmental authority, pursuant to final order or setttement applicable to the gas sold from such well,
plus any additional collected amount which is not ultimately required to be refunded by such authority,
such additional collected amount to be accounted for at such time as final detesmination is made with
respect hereto.

7. Notwithstanding the provisions of §i6, it is expressly agreed that any underproduced party
shall have the optional right, with respect to each proration unit, to receive a cash settlement bringing
such underproduced party’s gas account into balance at any time and from time to time prior to the final
setilement, by first giving each overproduced party 90 days’ written notice of demand for cash setllement.
if such option is 80 exercised, setlement shall be made (as of 7:00 o'clock A.M. on the first day of the
calendar month following the date of such written demands) within 90 days following the actual receipt of
such written demands by the overpraduced parties, in the same manner provided for in §6. The option
provided for in this paragraph may be exercised, from time to time, but only one time in each calendar
year.

8. Nothing herein shall change or affect each party’s obligation to pay its proportionate
share of all costs and liabilities incumed, as it share thereof is set forth in the Operating Agreement.

9. This agreement shall constitute a separate agreement as to each proration unit approved
by the applicable regulatory authority for a poot within the Contract Area, but such proration unit shall not
inciude any producing horizan which is nat within the vertical limits of saud paol. This agreemenl shall
remain in force and effect sc long as the Operating Agreement to which # is allached remains in effect,
and shall inure to the benefit of and be binding upon the parties hereto, their heirs, successors, legal
representatives and assigns.
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EXHIBIT “F"
EQUAL EMPLOYMENT OPPORTUNITY PROVISION

Attached to a made a part of that certain Joint Operating Agreement dated
May 8, 2009, by and between Marbob Energy Corporation, as Operator, and Pitch Energy
Corporation, et al, as Non-Operators.

During the performance of this contract, the Operator (meaning and referring separately to each party
hereto) agrees as follows:

1) The Operator will not discriminate against any employee or applicant for employment because of
race, color, religion, sex or national origin. The Operator will take affirmative action to ensure that
applicants are employed, and that employees are treated during employment without regard to
their race, color, religion, sex or national origin. Such action shall include, but not be limited to
the following: Employment, upgrading, demotion, or transfer, recruitment or recruitment
advertising; layoff or termination; rates of pay or other forms of compensation; and selection for
training inciuding apprenticeship. The Operator agrees to post in conspictious places, available
to employees and applicants for employment, notices to be provided setting forth the provisions
of this nondiscrimination clause,

2) The Operator will in all solicitations or advertisements for employees placed by or on behaif of the
Operator, state that all qualified applicants will recelve consideration for employment without
regard to race, color, religion, sex or national origin,

3) The Operator will send to each fabor union or representative of workers with which Operator has
a collective bargaining agreement or other contract or understanding, a notice to be provided,
advising the said labor union or works' representatives of the Operator's commitments under
Section 202 of Executive Order 11246 of September 24, 1965, and shall post copies of the notice
in conspicuous places available to employees and applicants for employment.

4) The Operator will comply with all provisions of Executive Order 11246 of September 24, 1965,
and of the rules, regulations, and relevant orders of the Secretary of Labor.

5) The Operator will furnish all information and reports required by Executive Order 11246 of
September 24, 1965, and by the rules, regufations, and orders of the Secretary of Labor, or
pursuant thereto, and will permit access to Operator’s books, recards, and accounts by the
administering agency and the Secretary of Labor for purposes of investigation to ascertain
compliance with such rules, regulations, and orders.

&) In the event of the Operator's non-compliance with the non-discrimination dauses of this contract
or with any of the said rules, regulations, or orders, this contract may be canceted, terminated or
suspended in whole or in part and the Operator may be deciared ineligible for further Government
contracts or federally assisted construction coniracts in accordance with procedures authorized in
Executive Order 11246 of September 24, 1965, and such other sanctions in Executive Order
11246 of September 24, 1965, or by rules, regulations, or order of the Secretary of Labor, or as
otherwise provided by law.

7) The Operator will include the provisions of paragraphs (1) through (7) in every subcontract or
purchase order unless exempted by rules, regulations, or orders of the Secretary of Labor issued
pursuant to Section 204 of Executive Order 11246 of September 24, 1985, so that such
provisions will be binding upon each subcontractor or vendor. The Operator will take such action
with respect to any subcontract or purchase order as the administering agency may direct as a
means of enforcing such provisions including sanctions for non-compliance; ided
ihat in the event the Operator becomes involved in, or is threateped with, fitigation with a
subcontractor or vendor as a result of such direction by the administering agency, the Operator
may request the United States to enter into such litigation to protect the interests of the United
States.

Operator acknowiedges that Operator may be required to file Standard Form 100 (EEO-1) promulgated
jointly by the Office of Federa! Contract Compliance, the Equal Employment Opportunity Commission and
Plans for Progress with the appropriate agency within 30 days of the date of contract award if such report
has not been filed for the current year and otherwise comply with or file such other compliance reports as
may be reguired under Executive Order 11246, as amended and Rules and Regulations adopted
thereunder.

Operator further acknowledges that Operator may be required to develop a waitten affirmative action
compliance program as required by the Rutes and Regulations approved by the Secretary of Labor under
authority of Executive Order 11248 and supply each other party hereto with a copy of such program if so

requested,

(2
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CERTIFICATION OF NONSEGREGATED FACILITIES

By entering into this contract, the Operator certifies that Operator does not and will not maintain or
provide for Operator's employees any segregated facilities at any of Operator's establishments, and that
Operator does not and will not permit Operator’s employees to perform their services at any location,
under Operator's control, where segregated facilities are maintained. The Operator agrees that a breach
of this certification is a violation of the Equal Opportunity clause in this contract. As used in this
certification is a violation of the Equal Opportunity cdlause in this contract. As used in this certification, the
term “segregated facilities” means, but is not limited to, any walting rooms, wark areas, rest rooms and
wash rooms, restaurants and other eating areas, time clocks, locker rooms and other storage or dressing
areas, parking fots, drinking fountains, recreation or entertainment areas, transportation, and housing
facilities provided for employees which are segregated by explicit directive or are in fact segregated on
the basis of race, color, refigion, or national origin, because of habit, local custom or otherwise. Operater
further agrees that (except where Operater has obtained identical certifications from proposed contractors
and subcontractors for specific time periods) Operator will obtain identical certifications from proposed
contractors and subcontractors prior to the award of contracts or subcontracts excseding $10,000.00
which is not exempt from the provisions of the Equal Opportunity dause. The certification may be
submitted either for each contract and subcontract or for af contracts and subcontracts during a period
{i.e., quarterly, semiannually, or annuafly).



