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OPERATING AGREEMENT

THIS AGREEMENT, entcred into by and between ___ Marbob Energy Corporation

hereinalter designated and
refered to as “Operator™, and the signatory party or parties other (han Operator, somctimes hereinafter referred 10 individually herein
as "Non-Operator”, and collectively as “Non-Op ™,

WITNESSETH;

WHEREAS, the parties to this agreement are owners of oit and gas lexsi < ancVor oif and gas interests Ja the foad idemtified in
Exhibit “A", and the parties hereto have reached an agrocment to explore snd duvelop these leases andfor oil and gas inorests for the

production of vil and gas t0 the extent and as hercinalter provided.
NOW, THEREFORE, i is agreed as follows:
ARTICLE ).
DEFINITIONS

Asused in this agrecment, the following words and terms shall have the meanings heny ascribed to them:

A. The teem “oil and gas™ shall mean oil, gas, casinghed gas, gas cond and ol other liquid or gascous hydrocarbons
and other marketable st produced therewith, unless an intent to limit the inclsiveaess of this term is specifically stated,

B. The tarme “oil ond gas looss™, “lenss” ond “leasshold™ shall mesn the o and gas lcases covering tracts of land
lying within the Contract Area which arc owned by the partics (o this agrecment.

C. The term “oil and gas intcrests” shall mean unleascd fes and mineral iMeests in tracts of tand lying within te
Contract Area which are owned by parties (o this sgreement.

D. The tarm “Contract Arca™ shall mean il of the lands, oil and gas leoschold intesest: and oil and gas interests intended 10 be
developod and operated for oif and gas puposes under this agr Such lamts, oil and gas 1 eschold inlerests and oil and gas interests
are described in Exhibit ~A”,

E The tom “difling unit™ skall mecan the area fixed for the drilling of one we'l by order or rule of any state o
federal body having authority. B drilling unit is not fixed by any such rule or arder, 8 drilling utit shall be the drilling unit as establish-
ed by the pattern of drilling in the Contract Area or os fixed by express agreement of the Drilting Parti-s.

F. The tom “drillsite” shall mean the oil and gos lease or interest on which a proposed well is to bhe located.

G, The terns “Drilling Pacty™ and “Consenting Paxty” shall mean a party who agrees 10 joir. in and pay its share of the cost of
sny operalion conducted under the provisions of this agrecment.

H. The tarms “Non-Drilling Party” and “Non-Consentiog Pany” shall mean a perly who elects not to participate
in 8 proposed operation.

Unlcss the context ollierwise clearly indicates, words used in the singular inctude the plucal, the plemal includes dhe
singulas, and the neuter gender includes the fine and the femini
ARTICLE IL.
EXHIBITS
The Gollowing cxhibits, as indicated below and attached hereto, are incorporated in and made 2 part hareof:

& A Exhibit“A”, shail include the following information:
(1) Iderification of lamds subject 10 this sgreement,
(%) Restrictions, if any, as to depths, formations, or subrstances,
3 P ges or fractional i of partics Lo this agrecment,
(4) Qil and gas ieases and/or oil and gas inercsts subject ¢o this agreenent,
(%) Addresses of parties for notice purposes.
B. Exhjbit *B", Form of Lease.
C. Exhibit “C", Accounting Procodure.
D. Exhibit D", Insurance.
E. Exhibit “E", Gas Balancing Agreement.
F. Exhibit “F", Nou-Discrimination and Certification of Non-Segregated Facilitics.
G. Exhibil “G”, Tax Pareership.
If any provision of amy exhibil, except Exhibits “E" and “Q". 1S inconsistest wilth any provision contatnad fa the body
of this agreement, the provisions in the body of this agreement shall prevail.

[= I ]
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ARTICLE I,
INTERESTS OF PARTIES

A, Oiland Gas Interests:
Il any parly owns an oil and gas imterest in the Contract Area, that interest shafl bo treated for all purposes of this agreement

and during (he term hereol as if it were covered by the form of oif and gas fease wtinched hereto os Exhibit *B”, and the owner thereol
shall be decmed to own both the royalty isterest reserved in such lease and the interest of the lesses thereunder.

B.  Iuterests of Parties in Costs and Production:

Uniess changed by other provisions, all costs and labilities i n op under this oy shall be bome and
paid. and all equi and tals acquired in operations oa the Contract Area shall be owned, by the pestics as their interests are se1
forth m Exhibit “A". In the same manner, the pariies shall slso own 21l production of oil and gis from the Contact Area subject to the
payment of rayalties io the extent of 16 wiiich sha)) be borne as hereinafier sct forth,

Regardless of which party has contributed the lexse{s) and/ov oil and pas interest(s) hereto on which royally is due and
payabic, czch party entitled ta receive a share of production of oif and gas from the Contract Area shall bear and shall pay or deliver, or
<ause to be paid er delivered, 1o the extent of its interest da such production, the royalty iputated heremabove and stwil hold the
other parties (ree from ory liability therefor. No party shall ever be responsible, however, on a price basis higher thon the price received
by such many, to any other party's lessor or royaity owner, and if any such other party’s lessor or royaky owno should demumd and
reccive setliement on a higher price basis, lhe party contributing the affected lease shall bear the additions) royalty burden attributable to

such higher price.

Nothing contnined in this Article 111.B. shall be deemed an assignment or ig) ofi d hereby.
C.  Excess Royaltics, Overriding Royalties and Other Payments:

Unless clnged by other provisions, if the interest of anmy party in any lease covered hereby is sobject to ony royaly,
overniding royalty, production paymest or other burden on production in excess of the sinount stipulated in Anticke [ILB., such panty so
burdencd shall assume and alone besr all such excess obligations and shall indetnnify and hold the other partics herclo harmless from any
and aH claiws and demands for paymant asserted by owners of such excess burden.

D. Sub Iy Created |

q

if any party should hercaficr create on overriding royalty, peoduction poyment or other burden payzble out of production
sttributable to its working interest hereunder, or il such a burden existed prior to this agreement and is not set forth in Exhibit “A”, or
was nol disclased in writing to all other parties priar w0 the excrution of this agreement by all parties, or is nod 9 jointly acknowledged and
accepted obligation of all portics {ony such interest boing heremafier referred 10 as “subsoquently created interest™ respective of the
tinring of its crealion and the party ot of whose working intcrest the subsequently created interest is dorived being horamafler referred
10 a5 “burdencd pasty”), and:

1. If the burdened party is required under this agreenient 1o assign oc relinguish 10 any other panty, or parties, o)l or @ portion
of its working interest and/or the production attributable thereto, said other party, or parties, ghall receive mid assignment and/or
production free and clear of said subsequently ereated interest and thie burdeaed party shall indemnily and save said other party,

o parties, harmless from any and all clgims and demands for payment asseited by owners of the subsequenly ereated i

and,

2. If the burdened perty fails to pay, when due, its share of exp chargeable b der, a}l provisions of Article VILB. skall be
onforceable against the subsequently created interest in the same manner as they are enforceable agoinst the working interest of
the burdened party.

ARTICLE IV,
TITLES

A.  Title Examioation:

Title examination shall bc made on the drillsite of any proposed well prior o commencement of drilling operations or, if
the Drilling Parties so veguest, fitle exarnination shall be amde on the leases snd/or oil and gas i incloded, or pl d 10 be inchud-
cd, in the drilfing unit around such well. The opinion will include the ship of the working interest, &

royahy, g
royalty and production psyments under the applicable leases. At the time a well is proposed, each panty contributing feascs and'or oil and

gas intcrests to the drillsite, or 1o be inchuded i such drilling undt, shall fsrnish 10 Op all b (including federal icase stmius
reparts), litle opinions, title papers and ial in its p jon free of charge. All such inft jon a0t i the p om of o
made vailable 10 Operator by the parties, but y(arlhc ination of the titkc, shall be obtained by Op Op shall

cause title to be oxamined by attormeys on its saff or by outside attomeys. Copies of all title opinions shall be furnished 1o exch party
beyero, The cost i d bry Op in this titlke p shall be barme as (ollows:

0 Ogtign No. 1: Cosis incurred by Op in procuring ab and tile examinetion (ickiding prebiminary, suppd 1
shal-nnpsmﬁqopmud&viﬂmmudeopm)ﬁmﬂbnmﬁunmmwwmuwmm&h‘w‘f“
and shall not be a direet charge, whether performed by Operator's siaff sttormeys or by ontside atlomeys.

_2-
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ARTICLE IV
continued

& Optign No. 2: Costs i d by Op n p ing ob and fees paid outside altorncys for title examination
{inchuding, preliminary, 1 I, shul-in gas royally opinions and division order title opinions) shall be bome by the Drilling Parties
in the propartion that the imerest of cacd Drilling Purty bers 1o the tota) interest of ali Drilling Parties as such inwrexts appear in Ex-
hibit “A”. Operator shall make no charge for services rendered by is sinff 'y$ or ather personne in the performance of the above

fumctions.

Eoch party shatt be responsible for sccuring curative matter and pooling amendments of agreements roquised in
with leascs or oif and pas interests contributed by such party, Operator shafl be responsible for the greparation and recarding of pooling
desiznations or dechoeations 35 svell 53 e conduet of bearings before g0 ) agencics for the scsuring of spacing or peoling peders,
This shall not prevent any party from appearing on its own bebalf ot any such hexring.

No weil shall be drified on the Contract Area umiil after (1) the titfa to the drillsite or drilling unil has been examined as sbove
provided, aad (2} the title has been approved by the ining or title has been accepicd by all of the parties who are to par-
ticipate i the drilling of the well,

% Lossof Tithe:

1. Failwre of Tide:  Should any oil and gas interest or kease, or interest therein, be lost through fiture of e, which loss resuls in a
reduction of interest from thet shown on Exhibit “A”, the party contributing the affected Icose or interest shall kave ninety (90) days
from final deterrmnation of titte failure o Aequire 3 new lease or other instrument curq the entirety of the title filure, which acquisi-
ton wil) not be subject o Articte VIILB., and Giling to do 0, this agr css, shall inge in force as to all remaining ofl
and 9! lm am mm lm.

(a) The party whose oil and gas lease or interest is affected by the litle filure shall dear alono the entire loss and it shall not be
entitled 1o recover from Openator or the other partics any development or operating costs which il moy have therctofore paid o incurred,
but there shall be no additional Jinbility on its pact 10 the other perties hercto by reason of such title failure;

(b) There shall be no -1 of exp incurred or ived from the operation of the interest which has
beent los, but the interests of the parties shall be revised on an acrexge bosis, as of the time it is dokomsaed fmlly tat tile Saiture has oc-
curred, so that the intcrest of the party whose lease or interest is affected by the title filure will thereafler be reduced in the Contract
Arca by the amount of the interest Jost;

(c) 1 the proportionate interest of the other parties hereto in any producing well thoretofore drilled on the Conltact Area is
incrensed by reason of the title Bilure, the party whose tiflc has failed shall roceive the proceeds attributable to the increase in such in-
terest {kess costs and burdens alributable thereto) until it has been reimbursed for unrecovered cosls paid by it in conncetion with such
well;

(d) Should any person not a perty o Lhis agreement, who is detcrmined to be the owncr of any interest in the Gitle which has
failed, pay in any manner any part of the cost of opcration, develor w equip swch amount shall be paid 1o the party or pantics
who bore the costs which are so refunded;

(c) Any lisbifity to nccount (o a third party for prior production of oil and gas which arises by reason of title failure shall be
borne by the party or partics whose title filed in the samnc propostions in which they shared in such prior production; and,

{D) No charge shall be made to the joint for legal exp fees or salaries, in jon with the defense of the interest
claimed by any pasty herto, it being the inteation of the partics hereto that each shall defend titfe 10 its interest and bear all expenscs i
consection therewith,

2. Loss by Non-Poymen ot Erroncous Pavment of Amoynt Duz I, theough mistake or ight, any rcatal, shut-in well
paymen, misimum royalty or royalty payment, is not paid or is eroneously paid, ond 2: a result a lease or interest therein terminates,
there shafl be no menelary liability agrinst the party who Giled to make such payment. Unless the party who &iled 10 mmke the required
payment scourcs 3 new [zase covering the same interest within nincty (90) days from the discovery of the Gailure 1o 1nake proper payment.
which acquisition will 701 be subject to Asticle VIILB., the interests of the partics shall be revised on an acreage basis, effective as of the
date of ternination of the icase invoived, and the party who fiiled (0 moke praper paymont will no fonger be credited with on intoest in

_ the Contract Area on account of owncrship of the lease of intcrest which bas taminated. In the event the party who failed w0 make the

mqmrcdplymdallmlh-vebeenfullyreunbuud.lﬂhcumofdwbs.ﬁm&cmeedsof‘en!cofulmdwmucw
the Jost interest, caiculated on an screage basis, for the develop and opcrating costs th ¢ paad on of such interest, &
shafl be reimbarsed for unrecovered actual costs theeetofore paid by it (but nat for its share of the cost of any dry bole previously drilled
or wells previously abandoaed) from so much of the follomngtsisucasary to effect reimbursement:

{a) Proceeds of oil and gas, kess operaling axp f d to the credit of the [ost interest, on ap acreage basis,
up to the amount of urwrecovered cust:
(b} Proceeds, less p hereaft d anributable (0 the lot interest on an acveage basis, of that porton of

ol and gas thereafler produced and warketed (exchuding producti fom any wells thereafter drilled) which, in the absence af such lease
Iermtination, would be miribuiabie (o the lost interest on an acreage basis, up to the amount of ynrecovered costs, the proceeds of said
portion of the oil and gas 10 be contsibuted by the other partics in proportion to their respective interes!; and,

(¢} Any monies, up ta the smount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of the imcrest

Tost. foc Lhe privitoge of paticipating in the Coatract Area or b ing o porty ¢o this agr

3. Other Losses:  All Josses incurred, other than those sot frth in Articles {V.B.L, and IV.B2. above, shall be joint lsscs
and shall be borne by =il penics in proportion Lo their interests. There shall be no readj of i in (he ining postion of
the Contract Arca.
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ARTICLE V.
OPERATOR
A.  Desigastion and Responsibilitics of Operator:
_Marhob Enerqy Corporation shall be the
Operator of the Contract Area, and shall conduct and direct and have full control of alf operations on the Contract Asca as permitted and
required by, and within the limils of this agr It shall conduct all such operations in a good and workmanlike manner, but it shafl

have no liability as Operator to the othor parties for losses sustained or labilitics incurred, except such as may resuk from pross

4

or willful
B.  Resignation or Removal of Qperator ard Sefection of Successor:

L. Resignation _or Removal of Qperalor: Operator may resign at any time by giving written notice thereof to Noa-Operators
1f Operator 1erminates its legal existence, no longer owns an interest heveunder in the Contract Area, or is no longer capable of serving as
Op Op shall be deemed 10 have resigned withoul any action by Non-Operators, cxcept the selection of & Oy
oy be removed il it Gils or refuses 10 carry out its duties h , o5 b insolveni, bankrupt or is placed in receivership, by the
affirrotive vole of two (2) or more Non-Op ing A majority interest based on ownership as shown on Exhibit “A™ remaining
afer excluding the voting intcrest of Op Such resignation or 1 shall not b effective until 7:00 o'clock AM. on the
first day of the calendar month following the expisation of ninety (90) days efter the giving of notice of resignation by Operator or action
by the Non-Op [ Op uniess a Operator has been selected and the dutics of Opemtor at an carlier
date. Openator, after effective date of resignation or removal, shiall be bound by the tarms hooof as & NonCpoaior. A change of 3 oo
porale pume or struchwe of Opentor or (mnsfer of Operator’s interest o any single subsidiary, parent or cor jon shall nol
be the basis for removal of Operator.

2. Selection of Successor Qperator;  Upon the resignation or { of O a Operatkor shaf) be selected by
the parties. The Op shall be sclecicd from the parties owning an interest in the Coniract Arca at the time such successor
Operator is sclecied The sccessor Oparatar sinf] be selected by the affimative vote of two (2) or more partics owning a wajonity inierest
based on ownership as shown on Exbibit “A™: provided, however, if on Operator which bas been removed fails 1o vote or voles only to
succend ksclf, the successor Operator shall be selecied by the affrmalive vole of 1wo (2) or more partics owning a majority interest based

on ownership as shown on Exhibit A cemaining afier exchuding the voting inmcrest of the Operstor that was removed.

C. Employees:

The number of emplayees used by Op in conducting opcratians h der, their selection, aad the hours of (abor and the
compensation for services performed shall be determined by Operator, and all such cinployecs shall be the emplayees of Op

D. Diilling Contraces:

All wells drilled an the Contract Arts shall be drilled on 3 compcetifive contract basis at the usua! rates prevailing in the @ If it so
desires, Operstor may employ its own tooks and equipment in the drilling of wells, b its charges Userefor shall not exceed the prevailing
rates in the ares and the e of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and
such work shal] be performed by Operator under the same terms and conditions as ave customary and usual in the area in contracts of in-

dependent contractoss who arc doing work of a similar nature.
ARTICLE VI,
DRILLING AND DEVELOPMENT
A.  Initial Well:
On or before the st day of August Javeg 2009 , Opcretor shall commence the drilting ofa well for

oil and gas ot the following location: .
BlspraeRin Rton 4 Tss. R

and shall thereafter comtinue the drilling of the well with due diligence to
sufficiently test the Bone Spring formation

unlcss granite or other peactically imp ble sub or condition in the hok, which renders fxther drilling impractical, is en-
countered at @ lesser depth, of unless all parties agres 1o complete or abandon the well & 3 lesser depth.

. Operaror shall make ble iests of all ( i o) during drilling which pive indication of containing oil and
gas in quantities sufficient to text, unless this agreement shall be limited in is application to 1 specific farmmtion or formations, i which
avert Operator shall be required 10 tesi only the formation or formations to which this agreeent may apply.
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ARTICLE VI
continued

(L, in Operator’s judgmem, the well will not produce oil or gas in paying quantitics, sed it wishes to plug and abandon the
wel) as 2 dry hole, the provisions of Asticle VLLE. 1. shalf thereaficr apply.

B, Subsequent Operations:

(. Pronused Opermtions; Should any party herelo desire to drill nlny well on the Contract Arca other than the well provided
for in Arlicls VLA, or to rework, decpen or plug back a dry hoke drilled a:tﬂwjoimcxpmc of all parties or a well jointdy owned by oil
the panies and not then producing in paying quamtitics, the party desiring to drill, rework, despen or plug back such a wdl sIlaIl give the
mbu'pum&swnnmnmncorlhepwowdopmumspecnfymgthmk(oh formed, the location. proposcd depth, ive forma.
tion and the estimated cost of the operation. The parties recciving such a: notice shall have vety (30) days after receipt of the motice
within which ¢o notify the party wishing to do the work whether they clocl' to participate in the cost of the proposed opesation. If a drill-
ing rig is on location, natice of a proposal o rework, plug back or drill desper may be given by (elephone and the response poriod shall be
Timited to forty-cight (48) hours, exclusive of Saturday, Sunday, and legal holidays. Faiture of a pasty receiving such notice 1o reply within
the period above fixed shail constitute an clection by that party not pn'rlicl'palcinlheml of the proposed operation. Any nofice or

P given by telephone shali be promptly confirmed in writing.

P

perind of thinty (30) days (or as promptly es possible afier the expération ol;d\e forty-cight (48) hour period when o dsilling rig is on loca-
tion, s the case may be), actually commence the proposed operation and oomplc(e it with due diligence at the risk and expensc af 2l par-
tics hereto: provided, | . aid &uemybcmmdedmmwnnmofumbyomwmu:emms,
forapamuorupbminy(mMmitmummormmmwmmmnbly pecesswy (o obtain
pennits from governmental autherities, surface rights (including n'ghtwl‘-v:ny) or appropriate drilling equip or to complcte title ex-
amination br curative wntter required (or tille 2pproval or aceep Noswn!‘ the force maj peovisions of Article XI, if the
actuad operation has not been commenced withia the tme provided (mludmg any extension thereof as specifically penmilted herein) and
if wny pety herelo stil) desires to conduct s0id operation, wrilten sotice pro'ponng same must be resubmitted to the other parties in accor-
dance with the provisions hereof as if ao prior proposal had boen made

If o3} parties eject to participate in such a proposed operation, O shail, within nincty (90} doys nfter cxpiration of the notice

"

2. Opertigns by Less than All Partics; If any party roseiving such notice as provided in Article VLB.1. or VILD.L. {Option
No. 2) dlects not to participate in the proposed operation, then, in order to be entitied 1o the benefits of this Article, the pasty or partics
giving the notice and such othes parties as shall clect to participate in the opcration shell, within ninety (90) days after (he expirstion of
the potice period of thirty (30) days (or as promptly as possible afier the expiration of the forty-eight (48) hour period whea 8 drilling rig i
on location, us the case may be) Il the propased operation and complete it with due diligence. Operotor shafl perform all
work for the account of Gre Consenting Pusties; provided, however, if 0o drilling rig or other equipment is on location, and if Operator is
2 Non-Conpenting Party, the Conscnling Partics shall cither: (a) request Operator to parfonn the work required by such proposed operas
tion for the secoamt of the Consenting Parties, or (b) desigmate one (1) of the Consenting Parties as Operator to perform such work. Con.
scnting Partiex, when conducting operations on the Contract Arcy pursuant to this Anticle VI.B2, shall comply with alf terms and con-
ditions of thig agreement.

If less than all parties approve any proposed jon, the proposing psty, il diately after the expiration of the applicabl
nolice period, shnlladv-seﬂ:ecrmnngmcsofdnmﬂmlmﬁmepamuamm peration and its dation ag
1o whether the Consenting Parfics should proceed with the operation as proposed. Each C g Party, within forty-cight (48) hours
(ﬂmﬁ&w&y.Sumhym!lleplhoﬁdlys)-ﬁuaquofmm#nlldmﬂ:mmofﬂsmw(a)Ium(pm
ticipation 1o such perty's interest 25 shown on Exhibit “A™ or (b) canry its propactionste part of Non-C: mg Parties” i , and
faiture to advise the proposing party shall be deemed an clection under (8). In the event o drilling rig is on Jocation, the time permitted for
such a ms&lmexm&atwloffm;h(“)mmﬁsau:éy Sumhymd legal holidays). The proposing party,
at itg election, may such ) if there is insuflicien participation and shall promxly noufy all parties of such decision.

pop

The eniire cost and risk of conducting ssch operations shall be bome by the Consenting Partics in the proportions they bave
dected 0 bear smoe under the lerms of the preceding paragraph. G ing Porties shall keep the leasehold estates involved in such
cperations free ond clear of all fieas and encombroaces of cvery kind created by or arising from the opemtions of the C ing Parties.
|fﬂﬂmbpo1&hﬂrmllshndfyhnk.uleCMnngmllphamdahndonthcweﬂmdmdlcwbccloc:lionmlh&
!ﬁcmﬂ.l‘isknndex.pamll'anywdl«hlhtM&dmﬂdwﬂuﬁdhﬁkmﬂuﬂxmﬁﬁmduﬁskﬁdﬂmmhnm
Muofoilaﬂorpsinpyin;qmﬂie&lhetmimhﬂitsQnﬂmlaewmipthewdlwmmlhﬁrsucmwrisk‘
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ARTICLE Vi
continued

wnd the well shall then be lumed over 10 Operator and shall be pomted by &t ot the exp and for the of the C ing Par-
ties. Upon of operations for the drilling. reworkitg, deepening or plugging back of any such well by Consenting Parties
in h with the provisions of this Artice. cach Non-Coascrting Party shafl be deemed to have relinguished to Consenting Partics,
and the Consenting Parties shall own and be entitled 1o roceive, i propartion (o their respective i all of such Non-Consenting
Party’s interest in the well and share of productioa therefrom untit the Is of the salc of such sharc, calculated at the well, or
market value thereof if such share is not sold, (after dediting proauction taxes, excise 1axes, voyaky, overriding royalty and other in-
terests nol excopied by Article 111.D. payable out of or d by the production from such well accruing with respect to such inferest
untdl it reverts) shall oquat the lotal of the following:

(») 200% of coch such Nou-Consening Party’s share of the cast of any ncwly acquired surface equipment beyond the wellhead
connections (including, but not limited to, stock tanks, sep treater, pumping equip and piping), pluc 200% of cach such
Non-Consenting Party's share of the cost of operation of the well t1g with first production and inuing until cach such Non-
Ci ing Party’s relinquished interest sliall reverl to it under othor privisions of Gus Article, it being agreed (bt each Non-

Consenting Party's share of such costs and cquipment will be that imorest waich would have been chargeable 1o such Non-Consenting
Party had it participated in the well from the beginning of the operations; and

(b) ___500 % of that portion of the costs and expeascs of drilling, reworking, deepening, pluggiag back, testing and completig.
after deducting aay cash contributions reccived under Anticke VIILC..and ____300 % of that portion of the cost of newly soquired equip-
ment in the well (1o and including the wellhead connections), which would bave been clurgeable to such Non-Consenting Party if it had
panicipaied therein.

Seoe first paragraph of Page 6a

An eloclion not to participate in the dilling or the deepening of 8 well shall be devined 2n election not 1o panticipale in any re-
working or plugging back operation groposed in such a well, or portion thereof, o which e inktial Non-Consent efection applied that is
conducted al any time prior to full recovery by the Consenting Parties of the Non<Consenting Party's rocoupment account Any such
reworking or plugging back operath ducted during the p period shall be deemd part of the cost of operation of sid well
and there shall be added to the sums to be rocouped by the Consenting Partics one tundred pecent (100%) of that portion of the cosls of
the rewarking or plugging back operation which would have been chargeable to such Non-Con.enting Porty had it participated therein. If
such a reworking or pluggiog back operation is proposed during such period, the provisions of this Article VI.B, shall be ap-
plicable 25 beyween said Consenting Pontics in said well.

See second paregraph of Page 6a

Dumg the period of time Consenting Parties are entitied to reccive NMmsmnng Paty's share of production, or the
pr therefrom, C g Partics shall be sespansible for the pa ol’all jon, scveance, cxcise, gathering and other
taxes, and of) royalty, ovemdmg royaity and other burds pplicable to Nonl‘ g Party's share «f production nol excepted by Ar-
ticte HL.D.

fn the case of any reworking, plugging back or deeper drilling operation, the Conscrting Pstics stat] be permifted to use, free
of cost, all casing, tubing and other equipment in the well, bot the owaceship of all such equipimen shall re nain unchanged: and upon
ghandonment of a well sfler such rcworking, piugging back or deeper drilling, the Consenting Partics shafl a:count for all such equip-
ment 10 thc owners thereof, with cach party receiving its proportionate part in kind or in vatoe, less cost of salvage.

Wihin sixty (60) days afier the plction of any opoation under this Article, the party coaducting tl.c operations for the
Consenting Parties shail femish cach Non-Consenting Party with an i y of the equip m and d 10 the well. and an
itemized statement of the cost of drilling. deepening. plupging back, testing, complaiing. snd equipping the well for praduction: or, at its
option, the operating party, in lieu of on itcrized statement of such costs of operation. miy submit a detailed of hiy bitl-
ings. Each moath thereaficr, during the time the Conserntung Parties are being reimbursed as provided sbove, the pasty conducting the
0 for the C ing Partics stall fumish Ihe Non-Consesting Paties with an itemized siatement of all costs aw liabilities in-
cueved in 1he opcration of the well, together with a of the quantity of oil and gas produced fom it and he amoum of procecds
realizest from the sale of the well's working intercst production duriag the preceding month. In determining the quantity of oif ond gas
pmchccﬂ&u-in;wmonh.CmcnlinngiesMusﬁmwmmhaabmmﬁnﬂdto.mmorperi«lic
well tests. Any amount realized from the sale or other dispesition of equip newly scquired in ion with any such operation
which would have been owned by 1 Non-Consceating Party hud it participated therein shall be credited agninst the total unretumed costs
of the work done and of the equif purchased @ d ining when the interent of such Non-Consenling Parly shall revert 1o it as

sbove provided: and if there is o credit balance, it shall be paid te such ‘Non-Consemting Party.
Seo third paragraph of Fags 62
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ARTICLE Vi
continued

Notwithstanding any ianguage under Article VLLE. to the contrary, in any well in which a completion atternpt
may be made at more than one depth, esch party who pasticipated In the initial operations hereto shall have the right to
make a soparate slection as to sach intarval in which a completion is proposed. Shouki a party hereto elect not to

3 participate in @ complstion attempt as to any one interval, then those partiea who elect to participate in the compistion
4 attempt as 1o that Interval, shall, in the proportions they have eiscted to bear, share afl costs, riaks and expenses of
5 such P pt. Any pment of said exp shall ba made solely from the production attributable to
s that interval.

7

8 Gas production atiributable to any Non-Consanting Party’s relinguished Interest upon such Party election
shall be sold to its purchaser, if available, under the terms of its existing gas sals contracl. Such Non-Consenting Party

9 shall direct its purchaser to remit the procesds receivable from such sale direct o the Consenting Partiss until the

10 amounts provided for in this Article are recovered from the Non-Cansenting Parties relinquished intersst. If such Non-

11 Consenting Party hes not contracted for sale of its gas at the time such gas Is available for dulivery, or has not mate
the efection as provikied above, the Consenting Parties shaB own and be entitled to receive and ssi! such Non-

12 Consenting Party's share of gas as hereinabove provided during the recoupment pertod.

13

" Notwith ding any provisi to the contrery In this or any other agresment, a Non-Consenting Party, upon

15 notice in the writing to Oparator, andlor any party carrying all or part of the non-consenting intarast shafl have the right

16 at all times and from time (0 time within two (2) years of the date i received notice that payout haa occurred, to audit

17 Operator's andor carying party’s accounts and records relating to or connected with its operations on the Contract
" Ares or on land pooled therewith, regardiass of when such operati wers d.

19
20
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ARTICLE VI
continued

if and when the Consenting Partics recover from a Non.C ing Party's relinquishad interest the nés provided for above,
the relinquished interests of such Non-Consenting Porty shall awtomalically revert (o it, and, from and after such reversion, such Non-
Consenting Party shall own the same interest in such well, the material and cquipment in or pertaining theroto, and the production
therefrom as such Non-Coasenting Party would have been entitted to had it participated in the drilling, reworking, decpening or plugging
back of said well. Theseatter, such Non-C ing Party shall be charged with and shall pay its proportionate part of the further costs of
the aperstion of said well in accordance with the tenus of this agr and the A ing Procedurc attached hercto.

Notwithsianding the provisions of this Article VI.B.2., il is apresd that without the mutual consent of all parties, no wells shafl
be completed in or produccd from a source of supply from which a well located elsewhere on the Contract Ares is producing. uniess such
well conforms to the then-existing well spacing paitem for such source of supply.

The peavisions of Uiis Anticle shall have no applicttion whatsoover to the drilling of the initial well desceibed in Article VLA,
excepl {a) 08 to Asticke VILD.1. (Option No, 2), if sclocied, or (b) as to the reworking, decpening and plugging back of such iitial well
after if s been drilled o the depth apecified in Adticle VLA, If it shail thereafter prove to be a dry hole or. if inilially completed for pro-
duction, ccases (0 produce in paying quantities.

3. Siond-By Yime: When o well which has been drilled or decpencd has reached its thorized depth and all tests have been
completed, and the results thereof ftrnished to the partics, stand-by costs incurred pending response to a party’s notice proposing a
reworking, deepening. plugging back or completing operation in such a well shall be charged and borne as pant of the dnllln; or dupcn-
ing operation just completed. Stand-by costs subsequent to efl panties cesponding., oc expiration of the resp tine p vhi
(irst ocews, and prior to agy 23 (o the panicipaling i of atl C ing Partics 10 Lhe tems of the sccond gram-
matical mgraphocheleVI.B.Z..stnllbeclargdlonndbomeaspmofﬂm,_ posed operation, bt if the proposal is subscquently
withdrawn because of insufficical participation, such stand-by costs shall be all db the C ing Parties in the proportion
exh Consenting Party’s interest as shown on Exhibk “A”™ bears to the lola] interest as shown on Exhibil “A” of alt Consenting Par-
ties.

4, Sidetracking, Excepx as hercina@ ided, those provisions of Ihis agl pplicabie to a “decpening™ operation shall
also be epplicable to any proposal 10 dnre:llmlly control and intentionally deviate 8 well fom vertical so a5 (0 change The bottom hole
location (herein cal) “sidetracking™), unlest donde (0 Rraighlen the hole or 10 drill around junk in the hale or hecause of other
mechanical difficultics. Any pRsty hoving the right to participate in 0 proposed sidetracking operation thst dors nol 04vn an interest in the
affected well bore al the time of the notice shall, upon decting to pasticipate, tender to the well bore owners jls propoctionate share (oqual
10 its interest in the sidciracking operation) of the valuc of thet partion of the existing well bore (o be utilized as follows:

{0) If the proposal is (or sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs maurred in
the initial drilling of the well dovwn 10 the depth at which the sidetocking operation is initisted.

by If lhc proposal is for sidetrocking a well which has previously produced, reimburscment shall be on the basis of (he well's
Ivabl {s md equip: down (o the depth at which the sidetracking operation s initiated, defermined in accordance with the
povisions of Exhibit “C™, foss the ostil d cost of salvaging snd the o3til d cos1 of plugging and abandoning.

In the evert that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period
shal) be limited to forty-eight (48) hours, exclusive of Saturday, Sunday ond legal holidays; provided, however, any party may vequest and
receive up 1o cight (8) additional days siter cxpiration of the forty—eight (48) hours within which to respond by paying for all stand-by time
incurred daring sech extcnded response pariod. [l more than one party clects to take such additionsl time Lo respond to the nolice, stand
by costs shall be allocatcd between the partias taking additional time to respond on a day-to-day basis in the proportion cach electing pas-
ty's infcrest os shown an Exhibit “A™ bears o the toul iaterest as shown on Exhibit “A™ of xll the electing partics. (n all other in-
sunces the cesponse period to & moposal for tidetracking shall be limited (o hirty (30) days.

€. TAKING PRODUCTION IN KIND:

Each party shall Joke g Searutely dispose of its proportionate st of alt ol and gas produced from the Contract Area,

exclusive of production which may be used in develop and producing uperations aad in preparing and tresting oil and gas for
rkcting purposes and producty idably lost. Any extrn expenditure incurred in the taking in kind or seyrrate disposition by aay

party of its proport share of the production shall be bome by such perty. Aay party taking its share of production in kind shall be

-7-
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ARTICLE VI
coatinued

required to pay for only ils proportionate sharc of such part of Operator's surface facilities which it uses.

Cach party shall execule such division orders and 25 may be y for the sale of its interest in production from
the Conract Area, and, except o3 provided in Article VI1LB., shall be entitfed 10 receive payment directly rem the purchaser therenf for
its shoere of all production.

In the event any party shall Bi) to make the armangements necessary (0 take in kind or separately dispose of its proporti share of
the oil produced from the Contract Area, Operator shall have the right, subject to the revoeation at will by the porty owning i, but not
the obligation, @ purchase such oif or sell it to others at any time and from time to time, for the account of the non-aking party at the
best peice oblainable 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 t0 exercise al any time 1S right (0 take in kind, or scparately dispose of, its share of al! oil not praviously
delivered to a pusch Any purchase or sale by Operator of any other party's share of 0il sholl be only for such reasonable periods of

time as are i with the mini needs of the indusicy under the particular circumstances, but in no event for a period tn cxcess
ofone (1) year.

In Uie evert one o more parties’ sepasate disposiion of its share of dhe gas couses split-stream deliveries to sy pipelincs andior
deliveries which on a day-to-day basis for any reason are nol exactly cqual to a party's respective proportionate share of tolal gas sales to
be alk d te it, the balancing or ing b the respecti of the parties shall be in accordance with any gas balancing
agreemnent befween the partics hereto, whether such an gz is hed as Exhibit “E". or is a separato agreemoent.

**See Below
D.  Access to Contract Area and [nformation:

Each parnty shall have access o the Contract Area at all reasonable times, st its sole cost and risk to inspect or observe aperations,
and shall heve access at ble times 0 infk ion pertaining to the develop or operation thereof, including Op ’s books
ond ds selating thereto. Op upen sequest, shall furnish cach of the other parties with copies of all forms or repoxts filed with
govemmenta! agencics, <kily drilling reposts, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of
each moath, and shzll make avaitable samples of sny cores or cuttings taken from any well deilled on the Contract Arca. The cost of
gathering and furnishing information 1o Non-Operator. other than that specified above, shall be charged to the Non-Operator thal re-
guests the nformation.

E. Absndeament of Wells:

f. Abandownent of Dry Holes: Except for any well drilled or deepened puesuant to Article VI.B2, any well which has been
drilled or deepened under the terms of this agr and is proposed to be completed 2t 2 dry hole shall not be plugged and abandoned
without the consent of all parties. Should Operator, after diligent ¢ffort, be unable to contact any party, or should any party fail w reply
within forty-cight (48) hours (exclusive of Sawurduy, Sutkday and legal holidays) afler receipt of notice of the proposal to piug and aband
such well, such party shall be d d to have d to the propased aband Al such wells shall be plugged and abandoned in

dance with applicable regulations and ot the cost, risk and expensc of the parties who participated in the cost of drilling or deepening

such well, Any party who objects o phagging and abewdoning such well shali have the right to take over the well and conduct fisther
openitions in scarch of vit and/or gas subject (o the peovisions of Asticle VLB,

2. Abandonrnent of Wells that have Produced: Excepl for any well in which 2 Non-Coasent operation has been conducted
bereunder for which the Consenting Pattics have not been fully reimbursed as hercin provided, any well which has been completed as o

producer shall not be plugged and abandoncd wﬂhoul the consent of all panies. IT all parties 10 such aband the well shall
be plugged and abandoned in . with applicable regulations and at the cost, risk and cxpense of all the partics hereto. If, within
thirty (30) days after receipt of notice of the proposed abandonment of anty well, afl parties do not agree (o the abandonment of such well,
those wishing to conlitue its operation from the interval(s) of the formation{s) then open to production shall tender to aach of the oiher
puties is proportionate share of the vakue of the well’s salvable materinl and equip . ined in d with the provisions of
Exhibit “C*, lcss the estimated cont of salvaging and the cstimated cost of plugging 2nd abandoning. Each abandoning pasty shatl assign
the band parties, with express or #mplied, as to title of as to quamtity, or Elmss for use of the equipment and
material, all of its interest in the well and refated equipment, together with its inkeresd in he Jeasehold estate as 1o, bul only as 10, the in-
terval or intervals of the formation or & ions then open (o production, If the interest of the sbandoning party is or inchxles an oil and
£2s interest, such party shall executc and deliver (o (he non<abandoning party or parties an oil and gas lease, limited to the intervat or in-
tervals of the formation or fonmations then cpen 10 production, fur a term of one (1) ycar and so long thereafter as oil and/or gas is pro-
duced from the interval or intervals of the foarmation or f d theseby, such lease to be on the form attached as Exhibit

*'Notwwunndlng any provision to the contrary to this or any other agreemant each party shall have the right at all

times and from time to time, upon wrilten noﬂee. to audit ali of taking party and/or aperator's records and accounts
related to or in jon with production or tion of production from the contract area. Auditing of settiemant

records shali also be applicable II taking party andlor operator distributes proceeds to the auditing party.

1
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ARTICLE V[
continued

“B", The assignments or leases so limited shall encomnpass (he “drilling unit upon which the wetl is located. The paymcm by, and the
assignments or leases 10, the assignees shall be in a ratio based upon the relationship of their ge of participation in the
Contmct Arca to the aggregate of the percentages of pasticipation in the Contract Area of il ssugam Thae shall be no raadjustment of
interests in the rematning portion of the Contract Arca,

Thercafier, abandoning parties sha tave no further responsibility, liability. or imerest in the operation of or production fram
the well in the intervai or mlcrvais then open other than the royalties retzined in any lease made undu' the loms of this Adicle. Upon re-
quest, Op shall o op the assigned wdll for the of the non-abandoning parties at (he rates nnd chauges con-
templated by this agreemen, plus any additiona) cost and charges which may arise as the result of the scp p of Ihe assigned
well. Upon proposed abandonment of the producing intervaks) assigned or keased, the assignor oc lessor thall then have the oplion to
repurchase its prior interest in the wetl (using the saine valuation formuls) and participate in funbe opaations therein subject to the pro-
visions hereof.

3. Abandoament of Non-Consent Operations:  The provisions of Article VIL.E.1. or VI.E2 above shall be applicable o3 betwemn
Consenting Pattics in the cvent of the proposed sbandonment of any well excepted from said Articles: provided, however, no well shall be
permanemly plugged snd abandoned untess and umiil all pasties having the right to conduct further operations therein have been notified
of the proposed abandonment and afTarded the opportunity 1o clect to take over the well in d: with the provisions of this Asticle
VIE

ARTICLE VIL.
EXPENDFTURES AND LIABILITY OF PARTIES

A.  Liability of Parties:

The tiability of the parties shalt be several, not joint or collective Each party shall be responsibic only for its obligations, and
shal} be Hable enly for its proportionste share of the costs of developing and operating the Contract Area. Accordingly, the liens granied
among the parties i Article VILLB. are given to secuee oaly the debts of each severally. it is not the intention of the partics to create, nor
shall this agr be d s ing, 4 mining or other partnership or associntion, or to render the parties liable as panners.

B. Liens and Payment Defaalts:

Each Non-Operator grants to Operator a licn upon its oil and gas righis in (he Comract Area, and a secutity interest in its share
of oil and/or gas when extracted and its interest in ol equip to secure pay of its share of expense, together with interext thereon
2 the me provided in Exlibit “C™. To the extent that Operator has a security interest under the Uniform Commercial Code of the
sae, Operator shiall be cntitled to exercise the rigits and remedies of a secured panty under the Code. The bringing of 8 suif and the ob-
taming of judg by Op for the d indehed: shall not bo ok ¢ an clection of dies or othcrwise affect the licn
rights or security interest ag security for the payment thereof. In addition, upon default by any Nen-Operator in the payment of its dare
of expense, Operator shall have the right, without prejudice 1o other rights or remedies, to collect fom the purchaser the proceeds (rom
the sale of such Non-Operstor's share of oil and/or gas unil the amount owed by such Non-Operator, plus interest, has been paid. Each
purchaser shall be enlitled to refy upon Op 's wrillen g the amount of any defoult. Opertor grants a like lien
and security interest to the Non-Oy 1o secure pay of Op "8 proporti share of exp

If any party Gils or is umable lo pay its share of expensc within sixty (60) days afler rendition of a statement therefor by
Opsrator, the non-defutting parties, including Operator, shall, upon request by Operator. pay the unpaid amount in the proportion that
the interest of cach such party bears to the interest of all such paries. Each party so paying its ghare of the unpaid amount stull, to obtain
reimbrarsement (liereol, be subrogated to the security rights described in the (oregoing paragraph

€. Payments end Accennting:

Except a5 horein othawise specifically provided, Operator shall promgxly pay omd disch P i d in the develop
and operation of the Contract Asca pursuant to this agreement and sholl charge each of the parties hereto with their respective propor-
tmcdmupondwapcnse basis provided in Exhibit “C”, Opersior shall kecp an accurate recard of the joint nocount hercunder,

howing cxp P d and charges and credits made and reccived.

Operatos, ot its election, shail have the right from time (o titne to de:mndandmuvc fom (he other partics payment in advance
ofﬂmrnspecuvedumol‘dw j d of the exp 10 be & d i of ) der dwring the next succeeding
month, which right may be d only by submission to cach such party of an itemized of such esti d exp h
with an invoice foc ils share thereof. Each such simtement and invoice for the pay in ath af estimated exp shal} be subimiteed

o or before the 20th day of the next preceding month. Each party shall pay to Operator its proporticmate share of such cstimate within
fiteen (15) days afler such estimate and invoice is reccived. 1f any pasty fails to pay its sharc of said estimate within s2id time, the amoumt
due shall bear interest as provided in Exhibit “C™ until paid. Proper adjustment shall be made monthly between advances and actual cx-
pense to the cad (hat cach party shall bear and pay its proportionate shase of actual expenses incurred, and no more.

D. Limitation of Expenditures:

1. Drill o7 Deepen:  Without the cansent of all pantics, no well shall be drilled or despened, except any well drilled or decpened
pursuant to the provisions of Article VLB 2. of this agreement. Consent to the drilling or Jdeepaning shall inchude

A
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ARTICLE VIl
continved

D Qpiion No. 1: All neccssary expenditares for the drilling or deepening, testing, completing ond cquipping of the well. inchuding
neccswry lankage and/or surface facilities.

B Option No. 2: Al necessary expenditures for thse drilling or decpening and testing of (he well, When such well has resched its
authorized depth, and all tests have been completed, and the resuhs thereof fumished 1o the parties, Operator shall give immadiate Rotice
1o the Non-Opermtors who have the right 1o penticipate i the completion costs. The parties receiving such notice shall have forty-cight
{48) bours (cxchusive of Saturday, Sunday and legal holidays) ta which 10 clect 1o participatc in the selting of casing and the completion at-
tempi. Such cection, when made, shall include consem to afl necessary cxpenditures for the compleling and oquipping of such well, in-
cluding necessary wnkage and/or surface facilities. Failoce of any party receiving such notice to reply within the period above fixed shal)

constitute an clection by thal party nat (o perticipate in the cost of the completion sitempt. If one or more, but Jess than all of the parties,
clect to sel pipe and t0 oitempt 8 conpiction, the provisions of lee VLB2. hereof (the phrase 'rcworkmx, deepemns or plugging
back™ a5 contained in Anicle VI.B2. shali be d d 1o include “cotmpleting™ shall apply to the operati ducted by fess
thaa alt parties.

2. Rework or Plog Back: Without the consent of all parties, no well shall be reworked or plupged back except a well reworked or
phligged kock pursuant (o the provisions of Article V1.B2. of this agreement. Consent lo the reworking or plugging back of a well shalt
inchude all necessary expenditures in conducting such oparstions and completing and equipping of said well, inchuding y tankag:
and/or wrlace facilities.

3. Other Opcraiions; Without the consent of all parties, Op shall not undertake ony singie project reasomably estimated
10 require an cxpenditure in excess of twenty-five thﬂugﬂ Dolars (5, 25,060.00 )
except in conmection with a well, the drilling, king, deepeniog, completing, recomplcting, or plugging back of which has been
previcusly authorized by or p w0 this ag provided, th!.ma.scofcwluw.&e,ﬂoodorollmsuddm

emergency, whether of tie same or differont nalure, Operator may take such sieps and incur such exp as in its opinion are req
to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the ecmergency to the other
padies. If Op prey on authority for expenditure {AFE) for its own use, Operator shall fumish any Non-Operator so requesting
an information copy thereof for any single project costinginexcessof ____ fifteenthousand =~

Dolfars (5, 15,009,00 ] but Jess than the mnot first set forth above in this pamgraph.

E. Rentaly, Shut-in Well Payments and Minimem Royaltics:

Rentals, shin-in well payments and minimum royalties which may be required under the tenns of any lease shall be paid by the
party or partics who subjected such leasc 1o this agrcement at its or their expense, In the event Iwo or moce partics own and have con-
ributed interests in the same lense to this agreement, sich partics may designate one of such partics 1o make said payments for and on
behatlf of aft such pontics. Any party snay request, and shall be entitled o vecoive, proper evidence of all such payments. In the event of
failure to mxke proper payment of any rental, shit-in well payment or minimum royalty through mistake or ovorsight where such pay-
ment is required (o continwo the lensc in force, any loss which results from such noa-payment shall be bome in accordance with the pro-
visions of Article IV.B.2,

Opcrator shall natify Non-Op of the anticipated pletion of a shut-in gas well, or the shutting in or relum to production
of 2 producing gas well, al least flve (5} days (excluding Saturday, Sunday and legal holidays), or al the carlicst opportunity permitted by
circumstances, prior {0 loking such action, but assumes no liability for failure to do so. In die cvent of failure by Operatar to so matify
Non-Operator, the koss of any Icase contributed hereto by Non-Operator for Bilure (o make timely payments of any shul-in well payment

shall be borne jointly by the parties hereto under the provisions of Article [V.B3.

F.  Toxes:

Beginning with the first calendar year afier the effcclive dale hereof, Opemior shall render for ad vak ion al) property
subject to this agreement which by low should be rendered for such taxes, and it shall pay o) such laxes assessed thercon before they
bncomﬂnqnmmwthetuwumue.thm—omliﬁmmf infe ion as to burdens (o inclade. bt not
be lmited to. royaki ding royeMics ond prod F ) on leases and oif and gas inkcrests contributed by such Noo-
Operator., If the d valuntion of any leaschold estale is reduced by reason of its being subject Lo outstanding excess royalties, over-
riding soyalies or production pay the redwction in ad val taxes resuking thercbom shall inure to the benefit of the owner of
owners of such leaschold csiate, anx Operator shall adjwst the chacge to such owner or owners 0 a8 %0 rellect the benefid of such reduc-
tian_ If the ad valorem taxes are kaset in whole or in port upon scparste valoalivms of cach party”s working interest, then notwithstanding
anything 10 the contrary herein, charges o the joint account shall be made and paid by the parties hereto in sccardance with the tax
value gencrsted by each parly’s working intorest. Opexator shal) bill the other parties for their proporiioaaic shares of aff wx payments in

the manncr provided in Exhibit “C™,

i Op iders any tax & improper, Op may, &t i1 discrolion. protest within the line and nmnacr
prmibeﬂbylaw.mdpmaeam(bewmwammnmmm&m-mmmm“mepmummﬁmldam

jon. During the pendency of admini ar judicial p dings, Op may elect (o pay, under protest, all such laxes and aay
intcrest end penalty. When any such protestd assessment shail have been fimally determined, Operator shall pay the tax for the joint ac-
count, together with any intcrest and penalty 1ocrued, 2nd the total cost shall then be nssessed againgt the partics, 2nd be paid by them, as
provided in Exhibit “C™.

Ench party shall pay or cause 1o be paid il producti e, excise, gathering and otho taxes imposed upan or with respect
to the production or handting of such pauty’s share of off and/or gas produced vader the terms of this 2greement.

-10-
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ARTICLE ViI
coutinued

G.  Toturamee:

At ol umes while op e dected b der, Op shall comply with the workmen's compensstion law of
the statc where the aperations are bring conducted: ided, | . that Op may be o sclf-insucer for Nability under said com-
pmuanhwsmwhchcveutrwmlych-:p:haﬂ-nbcmwmcpu shall be as provided in Exhibit “C™. Operator shall
also camy or provide insurance for the benefit of the joint account of the panies as outlined in Exhibit D", attached to and madc a pan
hereof. Operaios shll roquire all comtractors engaged in work on or for the Contract Area to comply with the warkmen's compensation
law of lhe state where the operations are being conducted and fo maintain such other insurance as Operator may require.

In the event avtomobilc public liability insurance is specified in said Exhibit “D", or suln:qumﬂy roceives thc approval of the
pertics, no direct chacge shail be made by Operator for premiums paid for such i for Operaix's € equip

ARTICLE ViiL.
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A.  Surrcnder of Leases:

The lcases covered by this agreement, insofor as they embrace acreage in the Contract Arca, shall not be surreadered in whole

or in pan unless alf parties consent thereto.

However, should uny party desirc 10 surender ils imersst in any lease or in any portion thereof, and the other paniies do not
apree oF conseit thereso, the poty desicing (0 surrender shall assign, with T or implied y of title, all of its interest in
sch lease, or portion thercof, and any well, material and equipment which may be located thoveon and any rights in production
thereafier seaured, to the pesties not ing to0 such der. If the intcrest of the assigning pacty is or inchxdes an ¢il and gas ia-
teres, 1he assigning party shall and deliver to the party or parties not ing o such der an oil and gas lease covering

such oil and gas interest for 3 form of one (1) year and so fong thereafler as oil and/or gas is produced from (he land cavered thereby, such
lease 10 be on the form attached harcto as Exhibit “B™. Upon such assignment or fcase, the assigning party shall be rdicved from all
obligations thareaflar accruing, bt not theretofore acerued, with respect to the interest assigned or Jeased and the opesation of any well
altribulable thereio, and the assigring party shall have no further interest in the assigned or lexsed premises and its cquipment and pro-
duction other than the royaltics scisiacd in any lease made under Lhe terms of this Article. The perty assignee or lessee shall pay (o the
party assignor or Jessor the reasonable safvage value of the latter’s interest in any wells ond equil ibutable to the assigaed or lexs-
o acreage. The value of gll waierial shall be delermined in secordance with the provisions of Exhibit “C™, fess ihe estimted cost of
salvaging and the estimated cost of phigging and abandoning. If the ass) ot lease is in favor of more than onc party. the interest
sholi be shared by such partics in the proportions Liat the interest of each bears to the total interest of all such parties,

Any ossignment, lease or surrender made under this provision shall oot reduce or change the assignor’s. lessor’s or surrendering
party’s interest &S X was i diately before the assi lezse or sumrender in the balance of the Coniract Area: and (he acsesge

d, leased or dered, and sut ions thereon, shall not thereafter be subject 10 the terms and provisions of this

quen op

agreesenl,
B.  Renctea) or Extension of Laases:

If any party secures a venewal of any oil and gas lease subject to this ogreement, all other parties shall be notified promptly, and
shoit irave the right for a period of thirty (30) days following rcecipi of such notice in which to elect to participste in the ownerzhip of the
renewal lease, insofir as such lease affecis lands within the Contract Area, by paying to the party who scquired it Uieir several proper pro-
portionate skares of the acquisition cost allocated 1o that part of such lcase within the Contract Area, which shafl be in proportion 1o the

inerests held of that time by the parties in the Contract Area.

U some, but less Umn all, of the partics clect o partivi] in the purct of a | leose, # shal) be owned by the partics
who elect 1o participate therein, in a vatio based upon the relationship of their respective p ge of panicipation in the Contract Arca
to the aggregate of the percentages of participation in the Contract Area of all partics participating in the purchose of such 1 lease.
Any renewal fease in which less than all parties cleet to penticipate shall not be subject o this agreement.

Ench perty who particip in the purch of a 1 lease shall be given an gssig '}ﬂo]’mr,.my imerest rein
by the acquiring party.

The provisicas of this Article shall apply w0 rencwa) leases whether they are for the emire interest covered by the capiring koase
or cover only a portion of its arca or an intevest therein. Any rencwal kease taken before the expiration of its predecessor lease, or taken or
comracted for within six (6) hs afier the cxpiration of the existing Icase shall be subject to this provision; but any lease mken or con-

tacted for more than six (6) hs after the expinstion of an existing lease shall not be deemed a renewal lease and shall nol be subject 0
the provisioas of this agreement.

The peovisions in this Article shall also be applicable (o extensions of oi) and gas leases.

C.  Acrcage or Cash Centridbutions:

While this agreement is in force, if any party for 2 ibution of cash ds the drilling of & well or any othes
opantion on the Contract Ares, such contribution shall be paid 1o the party who conducted the drilling or other operation and shall be
uppliedbyitnpinﬂth.coaofmh&illinguu}n—opemimlfmwwmkhmfamofmp.dnmloﬁwmﬁem
tribution is ewade shal) promplly tender an assig! of the acreage, withowt wasranty of litle, 1o the Drilling Parties in the proportions

T



L Y- NV R NP

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

ARTICLE vHI
continued

said Drilling Partics shared the cost of drilling the well, Such ce shall b o 5ep Ceoniract Area 2nd, to the extent possible, be
governed by provisions identical to this agr Each party shall promptly ootify sl other partics of any e or cash contributs

it may obain in support of any well or any other opration an the Contract Asea. The above provisions shafl also be applicable to op-
tional rights to com acrcage outside the Comtract Area which are in support of'a well drilled inside the Contract Aren.

1§ sry party for any id erack fating to disposition of such party’s share of substances produced hercunder, such
consideration shall not be deemed a contribution as contemplated in this Article VIILC.

D. M of Uniform #

For the pirpose of mmintrining uniformity of ownership in tho oil and gas Jeaschold i d by this agr [
party shall scl, cncumber, transfer or make other disposition of ils inlerest in e {cases embraced within (he Contract Ares and in wells,
equipment and production unless such disposition covers either:

f. the endire interest of ¢he party in all Icases and cquipment and production; or

2. an equal undivided intevest in all fcases and equipment and produciion in the Contract Area.

Every such sale, encumbrance, transier o other disposition made by any party shail be mude expressty subject to this agreement
and shal) be made without prejudice to the sight of the other partics.

¥, 3t omy fime the it of any pany is divided among sad owned by fous or morce a3, Op a1 its discretion, moy

= o=y

23 require sich co-owaers 1o appoint a single trustee or agont with fUll authorky 10 receive notices, Rpprove expeadiures, receive billings for

“w
-

and approve and poy such purty's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
party’s interest within the scope of the operati braced in this agr h , all such co-owners shall have the right 10 enter
into and all or agr for the disposition of their respective stares of the oil and gas produced from the Contraet
Arca and they shall have the right to recaive, separately, payinent of the sale proceeds thereof,

E.  Walver of Rights to Psrtition:

If parmitted by Gie kaws of the state or states in which lhe proparty covered hachy is located, each pany hereto owning an
undivided interest in the Contract Area waives any and all rights it may have to parfition and have s asids 1o & in severaky 13 undivsded
intercst therein.
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ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agrecynent is not instonded o create, and shall not be constued to ¢reate, 2 refationship of partnarship or an
for profit betweent or among the partics hercto, Notwith ding any provision herein that the rights and liabilitics hetcunder ane severa!
and not joint or eollective. or that this agy and operations b dor shall not constitute a parinership, if, for fodoral income 1ax
purpnses, this agreemont and the operations Iy der are regarded as 1 p ship, eoch parly hereby affected elects to be excluded
from Che spplication of all of the provisions af Subchapter “K™, Chapter 1, Subtitle “A”, of the Intemal Revenue Code of 1954, as pes-
mitted and authorized by Section 761 of the Code and ¢he regulations promulgated Uy der, Operator is suthorized and directed fo ex-
ecute on behalf of cach party hereby affected such evidence of this cection oy may be required by the Secretary of the Treosury of the
United States or the Federat | t R Service, including specifically, but not by way of limimtios, all of the reterns, statenents,
and the data regetired by Fodernl Regulations 1.761. Should there be any sequirement that each party herchy affectod give Swrther
cvidenee of this election, each such party shall cxccute such documents and fumish such other evidence as way be required by the
Federa! Intemal Revenue Scrvice or as may be ¥ 10 cvids this clection. No such party shalt give gsny notices or take any other
action i tetent with the clection made hereby. If any present or future income ax kaws of the state or states in which the Contract
Arca is located oF 2ay futwre income tax kaws of the United States contoin provisions similar (o those in Subchapter “K, Chapler 1,
Sublitle A", of the Imtamnal Revenue Code of 1954, wader which an election similar 1o that provided by Scetion 761 of the Code is per-
mitted, each party hercby nffected sholl rmake such election 13 may be permitted or required by quch lawe. In making the foregoing dlec-
lion, cach such party sistes that the income devived by such party from operations b dar can be adequately d ined without the
jon of partnership txable i

i
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may sefile any single uninsurcd third porty damoge claim or suil arising from ions h der if the expendi
does not exceed fiftyen thousand Dollars
(S. 15,000.00 Jand if the paymen is in complete settlement of such ¢laim or suit. If the amount required for settlement ex-
ceeds (he above amouny, the parties hereto shall assume and take over the further handling of the claim or suit, unless such awthority is
delegated to Opersor. All costs and expenses of kandling, settling., or otherwisc discharging such claim or suit shall be at the joint ex-
pense of the parties participating ia the operation from which the claim or suit arises. [f'a claim is made against any party or if any pany is
sued on account of any matter arising From operxtions hercunder over which such individua) has no control because of the rights given
Opcratoe by this agreemeny, such porty shall immediately notify alt other parties, and the claim or suit shalf be reated as any other claim
or suit involving operations hereunder.

ARTICLE X1.
FORCE MAJEURE

I eny party is rendered unable, wholly or in part, by force majeure to camry out its obligations under this apr other than
the obligation 1o mwkc moncy paymenis, that party shall give 1o all other parties prompt written notice of the force majeure with

ably (ull panicul ing it; thercupon, the obligations of the party giving the notice, so far as they arc affected by the force
majeure, shall be suspendliag dueing, but no longer than, lhe continsance of the foree majeute. The affected party shail use all reasomable
diligence 1o the force maj itustion &3 quickly as practicable.

The requirement that any force maj shall be died wilh all blo dispatch shall not requirc the seftlement of sirtkes,
fockouts, or other labor difficulty by the panty involved, contrury (0 its wishes; how ali such difficulties shall be handied shall be entirely
within the discretion of the party d

The tenn “force majeurc”, as here employed, shall mean an act of God, strike, lockoul, o other industrial dishwimace, mof
the public encmy, war, blockade, public rict, lightning, fire, siom. flood, explosion, g | action, gow i delay.
or inacth ibbility of equip and any other cause, whether of the kind specifically enumerated abave or otherwise, which is
ok reasonably within the control of the patty claiming suspension.
ARTICLE XI1.
NOTICES
All natices suthorized or required between the partics and required by any of the provisions of this agr unless othorwise

spesifically provided, shall be given in writing by mil or tclogram, posiage or charges prepaid, or by telex or tefecopicr and addressed to
the parties (0 whom the nolice is given a1 the addresses listed on Exhibit “A”. The origimling notice given under any provision hereof
shall be decmed given only when received by thie porty to whom such notice is directed, ond the time for such party to give any notice in
response thaao shall run from the date the originating notice is ived. The second or any cesponsive aotice shall be deemed given

when deposited in the mail or with the telegmph pany. with postage or charges prepoid, or sont by tekex or telecopicr. Cach panty
shall have the right (0 change its address at any time, and from time to titne, by giving written notice thcoreol o al} other parties.,
ARTICLE XIf1.
TERM OF AGREEMENT

This agreement shall romein in full force and effect a5 10 the 0il and gas lcases and/or oif and gas interests subject hereto for the
period of time selected below: provided, bowever, no party hercto shall cver be construed as having ony right, title or interest in o7 1o any
{ease or oil and gas interest contributed by pay other party beyond the term of this agreement.

Q Qm_n_p_Solonglsmyofmcmlmdpslummlyeqwmsnmlmnhoranmmmuedmrorccasmmypan
of the Contract Arca, whether by producti 1, or otherwisc.

B Option No.2: In the cvent the well described in Anicle VI.A., or any subsequent well drilled under sny provision of this
agr results in production of of) and/ar gas in gaying quantitics, this agreement shall continue in force 20 long 25 any such well or
wells produce, or are capable of production, and for an additional period of 180 days from cessation of !l production; provided,

ap olp

however, if, prior to the expération of such additional period, one or more of the pasties hereto are d in drilling, king. docpen-
ing, plugging back, testing or attempling to complete a well or wells b des, this agr shall continne in foree until such opera-

tions have been pleted and if produciion results therefrom, this agr shall inue i force as provided herein. In the cvent the
wedl described in Article VLA, or any subsequent weil drifled hertunder, resuhis in 2 dry bole, snd no other well is producing, or capable
of ptodmns oil and/or gos from the Comtract Area, this agreement shal terminate untess drilling, docpening, plugging buck or rework-

lag op are d within ___ 130 days from the date of abandonment of said well.

{0 is agreed, however, that (he termination of this agrecment shall ot relicve any mrty herelo from ony liability which has
accrued or attached prioc to the date of such tenmination.

S13.
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ARTICLE X)V.
COMPLIANCE WITH LAWS AND REGULATIONS

A Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the Coniract Arca is located, 10 the valid rulcs.
regulations, and orders of sny duly constiluted regulatory bady of said state; and 1o ail other applicable federol, state. and Jocal laws, or-
dinances, rules, regulations, and orders.

B, Governing Law:

This agreement and all vatters pertaining herelo, including, bt not limited to, matters of perft ¢, nan-perk beeach,
remedies. procedures, rights, dulies, and interpretation or ion, shall be go d and o ined by the taw of the state in which
the Contract Area is located. If the Contract Area is in two or more stalcs, the law of the state of New Mexico

shatl govern.

€. Regulatory Agencies:

Nothing herein contained shall grant. or be construed to grant, Operator the right or authority to waive or relcase any rights,
privileges, or obligations which Noo-Operators may have unda fedml or state daws o undu rules, regubstions or orders p Igated
under suck laws i reference to oil, gas and einerat op i g the locai 0 n, o production of wells, oo tracte offess.
ting or adjacent Lo the Contract Arca.

With respect to operations b der, Non-Op agree to release Operator rom any and allbssu.damags. injurics, elaims
sad csuses of action orising out of, incident o or resulting directly or indircctly from Op 's interp or application of rules,
rulings, regalstions or orders of the Department of Energy or predk o gencies 1o the extent such interpretation or ap-
plication was made in good fith. Each Non-Oporator fusther agrees to reimburse Op for any pplicable o such Non-
Op *s share of production that Opemior may be requi wmmmleamyuamwﬂofmuawmmtmwmor

application, together with intcrest and penatties thereon owing by Opemtor as a result of such i interp or

Non-Op thorize Op to prepare and submit such documents as may be required 10 be submitted o the purchaser
of any aude oit sold hereunder or 10 any olher person or entity pursusat to the requirements of the “Crude Oil Windfall Profit Tax Act
of F930", as samie may be amended from time 1o time (“Act™), and any valid regulations or sules which may be issued by the Treasury
Oe¢partment from time 10 time purswant to said Act. Each party herco agress to furmish any and all certifications or other infarmmation

which is required 1 be fumished by said Act in 2 timely atanaer and in sfficient deail 10 permoit compliance with said Act.

ARTICLE XV,
OTHER PROVISIONS

A. Priority of Operations

Notwithstanding anything hersin to the contrary, it is agresd that when a well drilled undar the terms of this
shait have been drilled to the ob e formation or depth and the partiea participating in the well

cannot mm( e upon the ssquence iming of further operations regarding said wall, the proposals shatl
be considered in tha following orday:
1. to attemn e the well at either the ctive d or objective formatian, Inctudin;
thom;’and loag!:g o!%l at such depth; obie eoth } v

2. A proposal to hack and attempt to com| loh uid well abwnlhooﬁocﬂvofumaﬂoa i$ there |5 more
ﬁirr?onopmpom?wplughack,mg,. P it ordar); ¢

3. A propesal to despen said wel! In order to attempt a completion balow the objective formation {if there is
more than one proposal to deepen, the proposals shall be considered in dmjomﬂng ordar};

4. A propossl to aidetrack the well; and
5. A proposal to plug and abandon the wali.

B. Notwithstanding any other provisions hersin, if durlng the term of uus agreement, » well is raguired to be drilled,
reworked, plugged back, d, nynthoroptnﬂonwanuybonqnhdln
omettost) continue a Iuso oriusulniotmmd offoc'. or (2) mﬂnbln & unitized area or any portion thersef in
forood cﬂﬁ or (3) earn or p;':]urvz‘ an‘ﬁ'mm in and to oi{:tn'dlor‘ dand omw‘:r’iam which mzﬂ bs
OWNe! a third party or which, falling [n s openuon,mnyrav o a3 pertyor, eomptymm or
issvad ‘l:’y a ragulatory body having jurisdiction in the premises, falling in which certain rights would terminate, the
following shai!l apply. Shoudd less than all parties hersta alect to participate and pay thelr proportionate part of
the costs ta be incurred in such cmmon. those parties desiring to participate shall have the right to do so at
thelr sote cost, risk, and exp mptly i the 1] of such or.ntbn. each of those parties not
participating agree to execute and doﬂvw an Bmﬂb ament to the total Interest of aach non-participating
pmy in snd to the lease, leases, or rights, TO THE SRO UNIT DEPTHS, which would have terminated or
which otherwize may have besn prn-rv-d by virtue of such operatiort, and In and to the lease, leases, or rights,
LIMITED TO THE SRO um;.ozpms. within tho‘bclg:t;oho;' the grm'inu unit u[pon which the ::ltl‘ was ‘: h:t
howavar, wolls therefore compiestsd and ca produc n paying quantities. Such assignme
dnllpl?:ml}vond 10 the the perticipating partiss in the pr rtion that t n%on the &:ome attributable to the non-
pmlcbdng pmlos' Interest. For the purposes of definiing a required operation under this provision, such
op.nllon be deemed required if proposed within thirtesn (13} monhs prior to the dats such rights would

C. This Operating Agreomsnt dated May 8, 2009 supsrsades and replaces any current Operating Agreement covering
the contract area.

-14-
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! ARTICLE X V1.
2 MISCELLANEOUS
3
4 This agreement shafl he binding upon and shall inure to the benefit of the portics hereto and 1o their respective heirs. dovisees,
5 legal representatives, suceessors and assigns.
&
7 This instrument may be cxecutad in ony aumber of counterparts, each of which shall be considered an origimal for off parposes.
3
9 N WITNESS WHEREOF, this agreemem shall be eifective as of fih day of May .(ycar) __ 2009
16
3]
2 OPERATOR
13
14 MARBOB ENERGY CORPORATION
15
16
17 .
'8 ‘}’}’LLQQ»\
19 ¢ RD
20
23
2
a3 NON.QGPERATORS
24
25 PITCH ENERGY CORPORATION THE ALLAR COMPANY
.
26 \R.au,' m&@,\
27 T l(g?
:: YATES PETROLEUM CORPORATION EG3, INC
30
N
kY]
33 YATES DRILLING COMPANY ABO PETROLEUM CORPORATION
M
35
36
37
33 MYCOINDUSTRIES, INC. CHESAPEAKE EXPLORATION, LLC
39
40
1
:: NEARBURG EXPLORATION COMPANY, LLC LEGEND NATURAL CASIII L.P.
44
45
46

47

43 DEVON ENERGY PRODUCTION COMPANY LP
49
30
51
52
53
4
55
56
57
S8
59
60
1]
62
63
64
[
66
67
68
69
0
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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 lands within the Unit Area in which the undersigned may be found to

have an oil 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 suceessors in interest.

EXECUTED this _29th day of June .2009

TRACT(S) See artached— Exhibit “B”

YATES PETROLEUM CORPORATION YATES DRILLING COMPANY

/N %/

John yates Je., Attortiey-in-Fac
I

MYCO INDUSTRIES, INC. - ABO PETROLEUM CORPORATION
o o Nl (4@ /
Sharon Snowden, Attorney-in-Fact John ,?’ /Yatcs Jr., Auomeyf n-Fact

Address: _L05 South Fourth Street
Artesia. NM 88210

ACKNOWLEDGMENT

STATE OF NEW MEXICO )
) ss.

COUNTY OF EDDY )
This instrument was acknowledged before me this 29th  dayof _Iune , 2009, by John A. Yates, Jr,
Attorney-in-Fact of Yates Petroleum Corporation, and of Abo Petroleum Corporation, New Mexico corporations, on

2If QAR BRRY Ons. L2 0. el

Pautn J. Baler

NOTARY PUBLIC-STATE OF NEW MEXICO Notary Public 7
My L . fe23-09
STATE OF NEW MEXICO )
) ss.
COUNTY OF EDDY
This instrument was acknowledged before me this _28th  day of _ June 2009, by Pevton Yates,

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

omcm.m LDt Q ézzﬁ
N -

Pauis J. Buker OF NEW MEXICO otany Public

STATE SRR )

} 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.

R _A‘J?Q_/o/f/

1 Notary Public
NOTARY PMUBLIC-STATE OF NEW MEXICO

Pa—— A L
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A.AP.L FORM J - MODEL FORM OPERATING AGREEMENT - 15.__/

ARTICLE XVI.
MISCELLANZOUS
This sgreement Shall be binding wpoo sed shall iowre to the bencfit of tee parties harsto and o thew raspecsve hein, devacrs,
fegel rop i d ass;
‘This iralrument iy be exccuted in any aumber of counterprrts, exch of which shall be considernd an arigine) for 8B purposcs.
N WITNESS WHEREOF. this aprecrecnt shall be cffective e of _ 2 day of Myy __ .(yosr) Z00%
OPERATOR
MARBOB ENERGY CORPORATION
v
NON-OFPERATORS
PTCH ENERCY CORPORATION THE ALLAR C! ANY
-
YATES PETROLEUM CORPORATION .IZ
Y4
YATES DRILLING COMPANY ADBQ PETROLEUM CORPORATION
MYCO INDUSTRIES, INC. CHESAPEAKE EXPLORATION, LLC
NEARBURG EXPLORATION COMPANY, LLC LEGEND NATURAL GAS Il L.P,

DEVON ENEAGY FPRODUCTION COMPANY LP

-15-



'Y -
N U/
A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XW1,
MISCELLANEOUS

Iepal represtaave, sucoemons swmd sxings.

'
2
3
‘ This apxtmet sl be biadng wpes tnd Oull e o the tunefs of the ptics harcio snd 16 el reapacisvt bcrs, devimo,
s
6
7 Thiz irwtrument owy be cxeaed in sy mmber of coursapets, b of which shalt be considertsd an origing! kr all paposes.

L}

L] IN WITHESS WHEREOS, thus sgrawcaemt sioll be effeciesasof ____ Bt dpof ___ May _ .[rew) J089

hd

[t OPERATOR
[}
e ENERGY COF
1
113
” .
" WLLQQA
" ' R
»
]
n
B NON-OPERATORS
;; PITCH ENERGY CORPORATION, TUE ALLAR COMPANY
\
16
n -
: YATES PETROLELH CORFORATION £C3, INC
”»
n
n
33 YATES DRILLING COMPANY ABO PETROLEUM CORPOAATION
»
1 S
% Chesapeake Explorgtion, L.LG7 V/
” klahoma lirpitedlisbil; an
33 MIYCO INDUSTRIES, IxC. An Oklahoma >Y

By: sl

Henry J. Hood, Senidy Vice Sefsident -
| & Geoneral Counsel
LEGEND NATURAL GAS 1(I LP.

NEARBURC EXPLORATION COMPANY, LLC

L

45 DEVON ENERGY PRODUCTION COMTANY L?
a5
»
5
2
b
®
535
»
"

3t
»

Issaperonce
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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.

.. CONTRACT AREA/DEPTH RESTRICTIONS:

Townshit h 28 East NM.P.M.
Section 32: E/2E/2

Section 33: ALL

Section 34: S/2

T i S 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: E/2

Section 16: E/2E/2

Section 18: E2

Containing 7,360 acres, more or less

CONTRACT AREA IS LIMITED IN DEPTH FROM THE SURFACE TO THE BASE OF THE
BONE SPRING FORMATION

G INTEREST PERCENTAGES, AND ADDRESSES OF THE PARTIES FOR
NOTICE PURPOSES:

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

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

Yates Petroleum Corporation 13.028650%
105 South 4™ Street
Artesla, NM 88210

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

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

Myco Industries, Inc 6.863396%
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
Ollahoma City, OK 73154

TOTAL 100%

INl. OlL._AND GAS LEASES SUBJECT TO THE AGREEMENT:

SEE ATTACHED EXHIBIT A-1



TRACT NUMBER DESCRIPTION OF LANDS

2

3

TOWNSHIP 25 SOUTH, RANGE 28 EAST
Section 32: E/2E/2

Section 33: N/2

Section 33: S/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 CORPORATION

0.1875

0.1875

YATES PETROLEUM CORPORATION

YATES PETROLEUM CORPORATION

WORKING INTEREST OWNERS

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

Yates Petroleum Corp.

ABO Petroleurn Corp

Yates Drilling Company

MYCO Industries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Producticn 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
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.119593860
0.21045550
0.23940960

Net Acres

29.315968
6.811888
6.811888
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
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Section 34: $/2

TOWNSHIP 26 SOUTH, RANGE 29 EAST

Section 2: W/2

Section 3: E/2

Section 3: W/2

320

320

320

320

V-7085

VvB-0694

V-7438

V-7461

7/1/2009 - Prod

7/1/2010

7/1/2010

7/1/2010

Exhibit A-1

0.16667

0.1875

0.16667

0.16667

YATES PETROLEUM CORPORATION

The Allar Company

Yates Petroleum Corporation

MARBOB ENERGY CORPORATION Marbob Epergy 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 Petroteum Corp
Yates Drilling Company
MYCO Industries, Inc.
The Allar Company

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

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

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

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
24175824
24175824
98.461536

62.417584
62.417584
24.175824
24175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536



8 Section 4: Ef2

9 Section 4: W/2

10 Section 5: E/2
UNCOMMITTED

11 Section 5: W/2

320

320

320

320

V-7439

V-7462

V-7440

V-7463

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

7/1/2010 0.16667

7/1/2010 0.16667

The Allar Company

Legend Natural Gas il LP

Yates Petroleum Corporation

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

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

Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO Industrles, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company tP

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
24.175824
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
38269952
67.34576

76.611072

25~
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12 Section 6: Ef2

UNCOMMNITED

13 Section 7: E/f2

14 Section 8: W/2

UNCOMMITTED

Exhibit A-1

7/1/2010 0.16667 Legend Natural Gas It 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.

7/1/2010 0.16667

Legend Natural Gas Il LP

ABQ Petroieum Corp

Yates Drilling Company

MYCQ Industrles, Inc.

Marbob Energy Corp

Pitch Energy Corp

tegend Natural Gas

Devon Energy Production Company LP

Yates Petroleum Corp.

ABQ 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
004257430
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

2l
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15 Section 8: Ef2

16 Section 9: W/2
17 Section 9: Ef2

18 Section 10: W/2

320

320

320

320

V-7466

V-7444

V-7467

VB-0677

7/1/2010

7/1/2010- Prod

7/1/2010 - Prod

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 Drilling Company
MYCO industries, inc.
Marbob Energy Corp
Pitch Energy Corp
Legend Natural Gas

Devon Energy Production Company LP

Marbob Energy Corp
pitch Energy Corp
Yates Petroieum 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.
ABO Petroleum Corp
Yates Drilling Company
MYCO (ndustrles, 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
0.07554345
0.07554945
0.30769230

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576

76.611072

62.417584 N
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 O

62.417584
62.417584
24175824
24.175824
24.175824
24.175824
98.461536

A~
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1%

20

21

22

23

Section 10: £/2

Section 15: €/2

Section 15: W/2

Section 16: Ef2E/2

Section 17: £/2

320

320

320

160

320

VB-0695

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 Allar Company

Yates Petroleum Corporation

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.
ABO Petroleum Corp
Yates Drilling Company
MYCO industries, Inc.
The Allar Company

Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABQ Petroleum Corp
Yates Orilling 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
0.07554545
0.07554945
0.07554945
0.30769230

0.19505455
0.19505435
0.07554345
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 Pastnership  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
12087912
12.087912
49.230768

320

/

,

O



24

25

26

27

Section 17: W/2

Section 18: E/2

Section 200 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 Yates Petroleumn Corporation Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
Marbob Energy Corp
0.16667 Chesapeake Exploration LP Chesapeake Exploration Limited Partnership

0.16667 Nearburg Exploration Company, LLC Nearburg Exploration Company, LLC

0.16667 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

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554345
0.30769230

112
16
16
16

160

320
320

62.417584
62.417584
24.175824
24.175824
24,175824
24.175824
98.461536

Q
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LEASE BASIS

TOTAL COMMITTED ACRES
TOTAL UNCOMMITTED ACRES
TOVAL 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 Drilling Company

MYCO Industries, Inc.

The Allar Company

Chesapeake Exploration LLC
Nearburg Exploration Company LLC
TOTAL

Nearburg ORI

0.18507511
0.16016961
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. 0.06663396

The Allar Company 0.20162395|

Chesapeake Exploration LLC 0.10484445

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

QO

@



THERE IS NO EXHIBIT “B” TO THIS DOCUMENT



m COPAS 1884.1 ONSHORE
o Ravieed April 23, 2004
Recommendedby the Councl

EXHIBIT “C”

Attached to and made a part of 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 af, as Non-Cperators.

4,

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

Definittons

*Joint Proparty™ shall mean the reg) and persona) property subject to the agreement 1o which this A Ing Procedure is hed,

“Joint Operalicns® shall mean all cpesstions secessacy or proper for the develor pertion, P ion and mai of the
Joint Propesty.

“Joint Account™ shall mean fhe actouns showing the charpes paid and crodits received in the conduct of the Jaini Operations and which
are to be shared by (e Patties.

“Qperatar™ shall cean the party designated to conduct (e Jaint Qperations.

“Nou-Opersiors” ghall meax the Parties (o thic agmement other than the Oporatos.

“Parties” sl mean Operator and Nor-Operaiors

*First Level Supervisors” shall mean those cmployees whose primary funttion in Soint Operations is the direct supervision of ether
employees and/or cantraci faboe diteetly employed on the Joint Property in o field operating capacity.

“Technical Employecs™ shall mean thoss employees having special and gpecific engmeering, geological or other professional skills,
and whose primary fumction in Joint Opermtions is (he handling of specific operting conditions and problems for the benefil of 1he
Joint Property.

"Personal Expenses” shall mean travel and olher ble reimbur & f Operotar’s cmploy

"Mulesial” shall mean p ) prop quip or supplics acquired or held for use on the Joinl Property.

*Controllable Material® shall wean Moterial which at the time is so classificd in the Material Classification Meaxa! o5 wox
recently recommended by the Counch) er Petral A s

Statement and Billlogs

Opermior shalf bill Non-Operators ot or before the last day of coch month for their proportionate share of the Joint Account for the
preceding moath. Such bills will be accompanied by statements which identify the authority for expendituse, Lcase oc facility, sod alt
eharges and credils ized by appropriate clissifications of i and cxp except (hat items of Controllable Malerial
and unusual charpes and credits shall be sep fy identificd and fully described o detail.

Advances and Fayments by Nom-Qperators

A, Unless otherwise provided for in the agn the Operator may require the Non-Opesators 1o advance their share of estimaled
carsh outiay for the mﬂlu monih's operation within fifieen (15) days after receip! of the billjag or by the ficst day of the month
for which the ads is veq i is telcr. Operaior shall adjust each monthly billing ¢ reflect advances received fram

the Noa-Opcrators.

. Eack Nox-Operator shall pay its proportion of 1] bills wilhin fifteen (15) days afler receipt. If paymeni is not mode witkin sich tite,
the unpaid balsnce skall bear interest moalbly ot fke prime rate in effect af ___ Chase Mashauion Bank _ on the ficst day of the month
in which delingueney occurs plus 1% o the maxi mic prreitted by the applicablic wsury laws in the state in which
the Joint Propevty is focated, whichever is the lesser. plus altoracy's fees, coun costs, amd ocher costs in connection with the
zollection of pnpaid amonnts.

Adjustments

Fryment of any such bilis shall oot prejudice the right of any Non-Operator to protest or question (he correctness theseof; provided,
however, all tills and dered to Non-Op by Operator during any cwieader yeor shall conclusively be presumed 1o
bo tne and coareer after twenty-faur (24) months following the end of any such calendar year, unless within the said (wenty-four (24)
momh period a Non-Operator takes written ¢xceplion thereto and makes cinim on Gperstor for adj No adj Favorbl
to Operatoe skall be made valess it is mode within the Rme prescribed period. The peovisions of this paagraph shall not provent
adjustments reshing Tror o physicat i y of Controllobe Marerial as provided for in Section ¥,

COPYRIGHT © 1985, 2004 by the Council of Petroleum Accountants Societies,
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5 Awndits
A. A Nox-Opesatos, upor nolice in writing to Opesnter and al) other Noo-Operotors, shall have the sight to audit Opersior's stcounts
and reconds retating to the Join Account for any calendar year mithin the twenty-Boor (24) month period following the end of
sxch colendar year; provided, . the making of an audit shall not extend the time for the 1aking of writkn cxception to and
the adj of as provided for in Poragraph 4 of this Section L Where there aic two of more Non-Operators, the
Nox-Opcralors shall mako every reasonuble effort to conduct a joint audit in 3 manoer which will resuit in o minimum of
inconvenicace to the Operstor. Opertor shall bear no portion of ihe Non-Operztors' sudit cost incurred aoder this paragraph
uniess apreed 10 by the Operater. The audits shell not be conducted more hon once each year withow prior approval of
Operaior, excepl wpon the resigaxtian of removad of the Operator, and shall be made at the expense of those Non-Operatons
approving soch audit,
B.  The Opetatar shall reply ia writing to an 2udit report withia 130 days afler receipt of such rport.
6. Appreval By Nen-Operatory
Where an 2pproval or olher of of the Partics or Non-Op is cxprestly required wsder other sections of this
A ing P dure and if 1he 0 which this A ing Proceduwse is hed ins Mo COMRATY provisions in regard

!

thereto, Operator shal) natify alt Non-Operators of the Operator’s proposal, and (ke agreement or appwoval of o majority in interest of the
Koo-Operators shall be controlling on all Non-Operstors.

1. DIRECT CHARCES
Operator shall charge the Joimt Accous with the followiny items:
1 Ecological and Envii f
Cwsxmmdl‘octhebencﬂorlhclmhopmyuamlcf | or rcgulatory requi w0 saisfy
t id applicable 1o the Joint Openum Such cosls may include surveys of an ccological or archacological
natore and pollution carsrol proced quired by applicable iaws and
2 Rentals and Royalties

Lease reneals and royalics paid by Operator for (he Joini Operations.
3. Labor
A. (1} Salarics and wages of Operator's ficld comployees divecily employed on (he Joint Property in the conduct of Joint Operations.

(2) Salaries of First level Supervisors in the ficld.

{3) Salaries and wages of Techuical ploy dircetly employed on the Joint Property if such charges arc cxcluded fram
the overhead mtes.
{4) Solories and wages of Technical Employecs eithor lemporarily o p E gned 10 and direetly employed in the

operation or the Joixt Property if such chorpes are excluded om the overhead rtes.

whose

B. Operoior's cost of holiday, vacation, sickuess and disibility beaefils and other y alk prid to employ
salorics and wages are chargeable to the Jaint Accoat under Paragraph A of this Section L Such costs wnder this Paragraph 3B
may be charged oa o "whea and as paid basis® or by "percentaye assessment” on (he amount of salaries and wages chargeable
the Joint Account under Paragraph 3A of this Section IL [ pescentage assessment is wsod, the rate shall be based on the Operator’s

COSt experience.
C.  Expendi or ibuti made p to imp by go i avihonty winch are opplicabic to
Operator's costs changeable to the Joint A under Paragrophs 3A and 38 of this Section 1.

D. Personal Expenses of those employees whose salarics and wages are charpeable (o the Joint Accour) under Paragraphs JA and 3B
of this Section L

4. Employce Benelits

Iy

C»m\lor‘scmeu!wssov blished plans Ffor employees’ growp life i hospitalization, pension, reti , stock p
1hrifl, boous, aud other benefit plans of @ like natute, applicable to Operator's labnrmebarge:hlc 10 the Jomt Account under Poragraphs
3A snd 3B of this Seclion I shall be Operstor's actiml cost nod 1o cxceed the percent most reconly cccommended by the Council of

Petrnl A Y
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9.

Material

Motcrial purchased o furmshed by Opersior for use on the Soim Propetty s provided under Section IV. Only such Material sholl
be purchascd for or iransferred 10 1l Joint Property a3 may be required far il diste pse ond is hly practical and i
with efficient and ical operations. The ion of surplus stocks shall be avoided.

Transperistion

“Trunsp of emplay nd Matcrial y for the Join) Operations but subject 1o the following timilations:

A, If Matcrial is moved to the Joint Propenty Gom the Operator’s h or other propertics, no chorge shall be made (0 the
Joint Accouat for a distance greaier than the distance from the rearest reliable supply store where like material is normally available
or milway recelving point nearest ihe Joint Property andess agreed 1o by ihe Pantics.

B. If surplus Malerin is moved lo Operalor's warehauss or oiber storge poinl, no charge shall be made 10 the Joim Account for 3

distauce greater than the distance 1o Uhe ncorest relisble supply store where like i) is li i o mlway
receiving polny neasest the Joim Property onless agreed 1o by Lhe Pamtics. No charge shall be made io the Joint Accowni for
moving ial to other propestics beloaging 16 Gpereior, unless agreed 10 by the Parties.

C.  In the epplication of subparsgraphs A and B above, the oplios to cqualize or charge ociual trucking cost is avaifsble when the
atual chiange is $400 or less excluding acoessorinl charges The $400 will be adjusied to the smoun) most recently recommended by
the Council of F A ieti

Services

The cont of contme! scrvices, equipment and ulililies provided by owtside sowroes, except services excluded by Paragraph (0 of Section I
ond Paragraph i, ii, and iiK, of Section M. The cast of professionl consullan) services ond conlract services of tecknical persanncl
directly eagaged on the Joim Propenty if such charges ase excluded from the ovorhead rates The cost of professional consullant serviecs
or contract services of technica) personnel aot diwectly cngaged on the doint Property shall nat de charged to ihe Joint Accoont
unless previously agreed (o by ihe Parties.

Eqnipraent and Faclities Furmished By Operater

A Opemtor shall charge the Joint Account for use of Operas owmed cquepment ard focilitics o1 rics commenserale with costs
of owacrship and operation. Such rates shall include coss of raitkcrance, repairs, olhes operating expense, insurance, laxes,
depreciation, and wxercs! on gross | less lated depreciation nok toexcecd __ twelvp percent {2 %)
per annum. Such tates shall not sxoced average commercial rcs curreatly prevailing in the immediuie wres of the Joint Property.

8. In licy of charges in Paragmph 3A sbove, Operaier may elect t0 use avemge commercial raies prevaling in the immediate area of
the Join! Properly less 20%. For mstomofive cquipownt, Opcrator may clect to use mtes poblished by ihe Petroleum Motor
Teanspornt Associotion.

Damages and Losses 1o Joiat Propesty

All costs or expenses necessary for e tepair or replocemend of Joial Property made y because of & or Josses & d by
fire, flood, storm, LheR, sccident, or other cawse, excepd thor resuhing from Operator's gross neglip or wilfd d
Opcrotor sholl furnish Non-Operafor writien nolice of damages or losses incurred as soon as practicable afier a report thercol has
beew received by Opemlor.

Legst Expenxe

Expense of handling, investigaling ang sctling litigation or claims, discharping of liens, payment of judgments and amounls paid
for sexth of claims i d in or ing from operarions ueder Ihe agrecmen! of nccesary (10 protect of recover the Joint
Properly, cxcept that no charge for services of Operlor's lepal &3fT or fees or expense of aniside atorncys shall be made unicss
weviously agreed 10 by the Panies All ofher lepal expense is considered to be covered by the overhead provisions of Section I
unless otherwise agreed Io by the Pacties, except 2s provided in Seclion |, Parograph 3.

Taxes

All wxes of cvery kind end mature asaessed or levied vpom o in conncclion with the Jaiot Property, the opemfion thereof, or he
production therefrom, ond which axes have been paid by the Opertior for tho benefit of the Porties. )f dse ad valorem taxes are bosed
in whole of in pert xpon scparxe volualions of each porty’s working inerest, then notwithstending snything 1o (ke conlrery herein,
charges 10 the Joinl Account shall be (made and paid by the Pantics hereio in necordonce with the tax value generoted by eoch party's
working ntercsl. ’

3
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t ” fnsurance
2
3 Nel premi pid for i quired to be cemmied for the Joint Operations for (be protection of the Partics. In the cvent Joint
4 Operations are conducied in @ stke in which Operator may 3¢t as aelf-insurer for Worker's Comp ion andfor Employers Liabilay
H under the respective state’s Jows, Operalor may, o its clection, include (he risk under its sclf- insurance program and in that cveat,
6 Operator shall include a charge 3 Operator's cost aot §o exceed manual salcs.
7
3 13. Abnud and Rectamath
9
n Costs incusved (or abandonment of the Joint Propery, inciusing tons required by go ) or other regulatory
il
12 " Communications
13
" Cost of acquiring, leasing, installing, operating, repoiring and mwinkaining ication sy inchuding radio end microwave
s focilitics directly Scving the Joiat Propeay. n the event Beilitics serving the Joint Property are Operator
18 awned, charges to the Joint Accoum shall be made as provided in Paragraph 8 of this Seenon U1,
17
13 18, Other Expenditures
19
20 Any other expenditure aot covered or deali with in the forcgoing provisions of this Secuon [, or in Section M and which ts of dircc!
et benefli 10 the Joim Propenty and is incorred by the Opemior in (he necessacy and proper conduct of ihe Joint Operations.
2
23
b2 1il, OVERHEAD
25
26 L. Overhead « Deilling and Producing Operatiens
by
28 i As pensation for administrative, supervision, office scrvices and warchousing costs, Operator shail charge drillisg and
29 producing operatians oa cither:
30
31 ( X ) Fixed Rate Bags, Parogroph 1A, or
32 () Percentage Basis, Paragroph 18
3
34 Unless otherwise agreed 1o by the Pastics, such charge shall be in licu of costs and expenses of ail offices and silasies or wages
35 plus epplicable ¢ and of gl p e, except those directly chargeable under Paragraph 3A, Section Il The comt
36 and expense of services from outside sources i conacclion with matters of taxelion, traffic, sccounting or matlers before oc
»n invalving governmental agencies shall be i as included in the overhed saies provided for in 1he above selecied Paragraph
18 of this Section 11 unless such cost and cxpense are agreed to by the Panies as o direet ehage 10 the Joint Accoust.
39
40 .  The solaries, wages and Persomal Exp of Technical Erppl ssdior the cost of professional 0 ices and
4) =mevicss of leehnical p directly employed on Lhe Joint Property:
42 -
43 ( )shall be covered by e overhead raks, of
“ { X )shali not be covered by the overhead mtes.
45
44 iii. The silariex wages and Personal Exp of Technical Employees andfr costs of professionst consukant sorvices and
47 contract services of techaical p 1 cicher temponarily or p I igned to and dircetly employed in the operation of
48 1he Joint Property:
49
50 ( X ) shall be covercd by tke overkead raies, or
5l (  )shall not be covered by the overkead rates.
52
53 A Oricviend - Fixed Rawe Basis
54
55 (1) Operator shall charge the Joint Account 2t the following eates per wel per month:
5
57 Dxilling Well Raie S, 600000
58 (Prozared for dess than o full month)
59
60 Producing Well Rute$__60000
81
62 (2} Application of Overbead - Fixed Rale Basis shall be 23 follows:
[X]
] (3) Drilling Well Raze
65
66 (1) Charges for drilling wells sholl tegin on the dale the well is spudded and terminale on the date the dnilling
6?7 rig, compiction rig, or ather units gsed in compietion of Ihe wel) is released, whichever is later, except (hat no
68
69
70
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chorge shall be mode during suspension of drfing of complction cpemlions for filieen (i5) or more
consecilive colendar days.

{2) Charges for wells g0ing any type of work of ph for a pesiod of five (5) consecutive work days
or more shall be mode o the drlling well mic. Such charges shall be applicd for the peried from dote
workover operations, wilh rig or other unlls used in workover, commence through date of rig or other wnit
ccleass, excepl that no charge shall be made during Suspension of operalions for fikeen (15) or more
consocutive calendar days.

(b) Producing Well Rakes

(1) An active well either produced or injecied into for any postion of the month shall be considered as o onc-well

chorge foc the ealise monh

(2) Esch octive completion in a mulli-completed well in which production is ot gled down holc shal)
be considered o5 2 onc-well charge providing each pletion is id) a sep well by Ik
governing reguiatory asthorily.

(3) An inactive gas woll skut in because of overproduction or failwe of purchaser fo toke the peoduction shall

be coasidered 530 1t chayge providing the gas well is durectly connected to 8 petmanemt safes outier.

(4) A one-well charge shall be made for the month in which plugging and aband peralions are pictcd on
any well. This one-well charge skall be made whether or not the well has produced exccpt when drilling well
e applics.

(5) Al other inactive wells {including but ot limited to inactive wells covered by want sllowmble, leasc
lowablk sferved allowable, cic.} hait not qualify for an overhead charge.

(3} The well rotes shafl be adjusted as of twe first day of April each year following the cffective date of 1he ogreement 10 which
this Accounting Procedure is atiached by the pereent incrcasce or decrease published by COPAS.

4

B.  Overhead - Pereentage Basis
(1) Operator shall charge the Joinl Accaws a1 the following rates:
(@) Dewlopment

Peseent (. %) of the cost of development of the Joini Property exclusive of costs
provided under Patagraph 10 of Scetion [T and all salvage eredits.

(b) Operatng
Pereent ( %4) of the cost of operating the Joint Propenty exclusive of costs provided
uader Pomgraphs 2 aad 10 of Section I oll @lvage eredits, the value of 1gjocied p d for
secondary recovery and all taxes aad assessmemis which are levied, assessed and paid wpon the mincal ierest in
and 10 the Joint Property.
(21 Application of Qverhead - Py pe Basis shall be ns follows:

Far tho petposc of delermining charges on a peroontafo basis under Porograph 1B of this Seciion 111, development shall

include all costs in connection with drilling, redriliing, decpening, or any dial pperalions on any or all wells invelving
e vse of drilling rig and crew capable of drilling to (he producing interval on e Joint Property; also, preliminary
di y in prop: for drilling aad di ¥ d in abondoning when ihe well is not completed

as o peoducer, and original cost of construction or insellstion of fixed assels, the expansion of fixed asscts and 20y other
project clearly discomible a5 a fixed asset, cxcept Major Cansiruction o3 defined in Paragraph 2 of this Section HL. Al

other costs skoll be considered s operaling.

Overbead - Major Construction

To compensate Operator for overhead costs i in the iva and | ion of fixed assels, the expansion of fixed assets, and
any other project clearly discemible os o fixed a3 required for the develop and operation of the foit Propenty, Operator shal)
esthunewiuaawpriarwanbeg&ndngorwwbu.amﬂmujdmmmrolmrhudbasedond:roumwnuma
for any Major C ino project i fS_____ 2500000 :

A 5 %officst $100,000 or total cost if less, plos
B. ___3  %ofcosisinexcess of $100,000 bul lessthen $1,000,000, plus

C. 2 %ofcagsincxcess of $1,000,000.
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Total cost shall mean the gross cost of any one project. For the puspose of this parngraph, the component parts of 2 single peoject shall
rot be treated separately and the cost of dritling and workover wells and artificat lift equipment shall be cxcluded.,

3. Catastrephe Overhead

To compensxc Qperstor for overhead costs incumed in the ovemt af expenditures resulting from @ single occarrence duc to oif spill,
blowow, explosion, fire, storm, h or other phes as agreed (o by the Parties, which are necessry 10 restore the Joini
Property 10 he equivalemt condltion tho exisied prior (o the cvent causing the expenditorcs, Ogenator shall cither negotiate o Rie
priar to charging the foint Actoun or shall charge the Joint Accouns for overhead based on the following rases:

A 3 % oftolnl costs through $100,000; plus
B.  ___3___ %oftofa) costsin excess of $100,000 but less tkan $1,000,000; plas
C. 2 %% of 1ot costs 1n excess of $§,000,000.

Expenditures subject 1o the overheads above will not be reduced by insuronce recoverics, and ao ofher overhead provisions of this
Section Il shall oppty.

4, Amcadment of Rates

The overhead rates provided for in this Section HI may be amended from 1ime 1o time only by mutea! agrecment betweed the Partics hereto
if, in praciice, the raics ase found 1o be insulTicient o excessive.

. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Openater is responsible for Joint A t Muterial 2nd shall make proper aod timely ckarges and eredils for all Material movements affecting the
Joint Property. Opcrator shall provide ol) Material for use on the Joim Propeny: boweves, 3t Operatoc's option, sach Matensl may be supplicd
by the Now-Operator. Operator shall moke timely disposition of idic and/or swrplus Material, such disposal being made cither through sle to
Operator or NonOperalos, division in kind, or sle (0 outsiders. Operatos may purchase, but shafl be under no obligation to purchase, interest
of Non-Operstors in serplus condition A or B Material. The dispasal of surplus C llable Matcria! nol purchased by the Operator shall be agreed
10 by the Parties.

L Purchases
Material purchascd shall be charged st the price paid by Operator afier deduction of all di cived. In case of Matcrinl found
10 be defective or returned to vendor for any other rcasons, credil shatl be passed o the Joint Accoum when sdjustment has been received
by the Openator.

2. Transkers and Dispasitions

Moteria! fumished 0 (he Joint Property and Malcnsi iransferred from the Joint Propenty or dispased of by the Opertor, unless
oiherwise agreed 10 by the Parties, shall be priced on the following basis cxclusive of cash discounts

A, New Malerial (Condilion A)

(1}  Tubvlor Goods Other than Lise Pipe

{0} Tubular goods, sizcd 2 378 inches OD and larger, except line pipe, shalt be priced al Eastern mild published carlood
bese prices effeclive gs of date of movement plus transporiation cod using the 30,000 pownd carload weight basis
fo the milway recciving poinl ncares the Jolot Propenty for which published rail mates for mbolar goods exist. If the
80,000 pound ril raie 15 oot offered, the 70,000 pousd oc 90,000 pound ril rale mmy b wsed, Freight charges
for Lebing will be calculoted from Lomin, Ohio and Gasing {rom Younpsiown, Ohio.

{b) For grades which are special to onc will aaly, prices shal) be compoted at the mill base of thal mill plus transporation
cot from that mill ta the milway receiving point oearest (he Joint Property as provided above in Pamgraph 2.A.(1)(a).
For (ransporiation cox from points other than Eastern mills, the 30,000 pound Ol Field Haulers Associstion ierstate
Inxk rafe shall be uscd.

{c) Speciol ond finish tubular goods shall be priced 2t the lowest published ow-of-stock grice, £0.b. Houston, Texas,
pius iranspostation cost, esing Qil Ficld Haolers Association intersiate 30,000 pound (ruck fate, {0 the niilway receiving
posnt nearest the Joint Property.

{d) Maczroni lubing (size less thon 2 3/8 inch OD) shall be priced 31 the lowest published cul-of-stack prices fo.b, the
supplicr plus transportation costs, using thc Oil Ficld Haolers Associzion imersate truck fae per weight of
fxbing transferred, to ke railway receiving poimk nearest the Joim Propenty.

Hiy
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2) Line Pipe

(8) Linc pipe movemenms {cxcept size 24 Ich OD and Jarger with walls X inch and over) 30,000 pounds or mose
shall be preed under provisions af whulxe goods pricing {n Pargrph A{iXa) 8s provi above. Freighn chorges
shall be cafciiated fom Lorain, Okio.

(b) Line Pipc movements (except size 24 inch OD and larger with walls % wach and ower) less (kan 30,000 pounds
shall be priced at Eanern owlt published cadoad base prices effective as of date of shipment, plus the perceat most
recently recommended by COPAS, plus iansporiation costs based on freight mies as set (wth under provisions of
tubular goods pricing in Paagraph A.(1)(2) as provided above. Preight charges shall be calculaied from Lorain, Ohia,

) Line pipe 24 tnth OD and over and % inch wall and larger shall be priced Lo.b. the poim of xanufacture af corremt
new published prices ptus imnspentation cost jo the eailway receiving point nearest the Joimt Property.

(d) Line pipe, including fabrcated liae pipe, drive pipe and  conduit not listed oo published pece fists shall be priced al
quoted prices plus freight to the rilway receiving point nearest the Jorad Propenty or o1 peices agreed 1o by the Postics.

() Other Material shall be priced a1 the current new price, in eflect al dale of movement, 3s listed by a refiable supply sarc
neasest the Joint Property, or point of o plus (dnsponation ensts, il epplicable, to the milway receiving point
nearcs the Joisi Propeny.

(4) Unused sew Materia), except lubular goods, moved [roan the Joint Property shall be priced a1 the current new price, wn effect

on date of mavement, as lisied by a rolisble supply store ncarcst tbe Joinl Properly, of point of moacufacture, plus

spoctation couts, if appli 10 the nailway meeiving point nearest she Joimt Property. Unused pew tubulars will be
priced as provided zbove in P ph 2.A.(1) and (2).

B. Good Used Material {Condition 8}
Matenial in sound and scrviceable condition and suitable for reusc withowt reconditioning:
{1)  Waterial moved w the Jim Propeny
At seventy-five percent (75%) of curmenl pew price, as detcrmined by Paragraph A,
(2) Material used on and moved (rom the Soin! Propeny

() At sventy-five percent (75%) of cumrent new price, 3s determtined by Pargraph A, if Material was onpinally
charged {0 the Joint Account os new Material or

() Al sicty-five perceat (65%) of cusrenl new price, as determined by Paragraph A, il Material was originally charged
to 1he Joink Account as used Makeria)

(3} Maikerial nol used on and moved from the Joim Propeny

At seventy-five percent (75%) of cumen) new price as deierntined by Paragraph A,

The cost of reconditioning, il any, shall be absorbed by the teansfeming propy
€ Other Used Moterial
() ConditionC
Material which is not in sound and scrviccable condifion ond not suitsble For its origim) function untit afler
reconditioning shall be priced of Gfly percent (SO%) of current now price &8 dskermined by Paragmph A, The cost

of reconditioning skall be charged to the receiving propenty, provided Condition € value plus co% of reconditioaing
does not excesd Condition B valwe.

@) Condition D

Material, cxcluding junk, no longer sustable for its original purpose, bt usible for some other purpose shall be priced
on a basis commensurmte with {ts wse. Operator moy dispose of Condition D Masterisl ender proccd: vl |
vsed by Operator withow prios approval of Now-Operstors.

o

() Casing, hsbing, or dril) pipe used as line pipe shall be priced o5 Grade A o0d B dess line pipe of comp
size snd weight. Used casing, lubing or drill pipe wiilized as line pipe shall be priced 21 used linc pipe prices.

(b)  Casing, Wbing or drilt pipe used 25 higher pressure serviee lines than standard line pipe, ©.g. power oil lines, shall
be priced under normal pricing procoduces for casing. twbing, of drill pipe. Upset wbular goods shall be priced
on a ron upsel basis.

)
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1 (3) Condition E

2

3 Junk skoll be priced of prevailing prices. Operntor may disposc of Condition E Material under dt ty
4 utilized by Operator withow prior epproval of Naa-Operaiors.

s

6 D.  Obsalets Matedal

7

8 Maucrial svhich is serviccoble and usble for its original function but condition andior value of such Malaria) is ot
9 equivalent to that which would justify » pnce as provided above moy be specially priced as agreed 1o by the Panies. Such
10 price showld result in 1 Jokt Accoun being charged with the value of the service rendered by such Material,

33

12 £ Pricing Conditions

13

4 {1} Loading or valoading costs may be charged to the Joik Accou st the rate of twenty-five conts (25¢) per handred
15 weight on oll twbulsr goods movements, in liew of acteal joading or unicading costs ined a1 the kiog point.
16 The sbove ate shall be adjusied as of the ficst day of Apsil cach year fotlowing Janusry 1, 1985 by the same
¥ F i or & used to sdjust overhesd retes in Section M), Pocagroph 1.A.(3). Ench ycar, the
18 mie cdamud shall be roxnded to the nesvest cont and sholl be the rate in effect uuul ke first day of April next year,
19 Such cate shlt be published each year by the Council of Petsolewns A Soci

20

21 ) Matenial involving crection costs sholl be charged 31 applicable percontage of the curent knocked-down price of
22 new Material.

3

24 3. Premiom Prices

25

26 Whenaver Majerisl is #ol readily obidinable a1 published or listed prices becsusc of natioaal emerpencics. stikes o other wnusual
27 causcs over which the Operator has no cantrol, the Operior may charpe the Joint Actount for the required Materiad at the Op ]
k- ] zcsal cost i d in providing such Malcrial, in making it suikbie for use, and in moving It w0 the Joiet Propenty; peovided
» notiee in writing is famished 16 Non-Operators of the proposed charge prior fo billing Noa-Operxors for such Maferial.  Each
30 Noa-Operuior shel) have ¢he right, by 50 electing and ootifying Operator within lon days after receisving nolice from Operaior, to furish
n 1 kind atl or part of his share of such Material suitable for use aad acceptable 1o Operator,

32

3 a4 Warranty of M. 1 Fornished By Op

»

35 Openator docs not warrant (he Material fumished. o case of defective Material, ercdit shott not be passed to the Joimt Account
36 unti) sdjastment has been reccived by Operator from the manafactusers or their agents
»
i
39 Y. INVENTORIES
40

¢l The Operator sholl maiatain delailed recosds of Conyrollable M: I
42
43 1. Periodic | Notlce and Rep! i
44
45 At ble intervals, i jes shall be 1aken by Operator of (he Joint A t Controllabl ial. Wrilten notice of imennon 1o
46 take inveniory skall be given by Opcralor b deasi thinty (30) days before aay inventoty is lo begin so that Noa-Opcralors may be
47 o 3 when any i y is takea. Failure of Non-Operaiors 10 be represented ot an inventory shall bind Noo-Operators lo docept
48 the inventory taken by Operator.

49

50 2. Recenciliation nnd Adjustment of Inventorics

s

52 Adj 10 the Joim A litag from the recenciliation of o physical iaveniory shall be made wilbin six months (oliowing
53 the taking of the @ Y. ry odji shall be made by Opecrator 10 the Joint Accounl (or overages and shortapes, b,
54 Operator sholl be held hle only for shortages due to faxck of bie ditigence

55

6 3 Special Inventecics

57

58 Special inventorics may be tzken whenever (hese is azy sale, chanpe of inteeest, or change of Operatos in the Joint Property. If shall bo
k34 the duty of the panty setliog 10 notify oit other Porties 3s quitkly as possibie afier the womsfer of intorest 1akes place. 1o such cases, bolw
60 the seller and 1he pwrchascer shall be governed by such invenlory. In cascs iavolving a change of Operator, all Partics sull be governed
6t by such inventory.

62

63 4 Expense of Conducting | L

64

65 A.  The expense of conducting periodic i ics shall not be charged to the Joint Accouns unless agreed 1o by the Pastics

&6

67 B. The expense of conducting specinl i shall be charged to the Pamies ing such i ies, excepl i

(13 required due io chiange of Operator shall be charged 1o the Joint Account,

69
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EXHIBIT “D”

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

1. OPERATOR shall, 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 liabitity under said compensation laws 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 equivalent 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 to by all the parties hereto.

3. OPERATOR shall require all contractars 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 to 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.



O

EXHIBIT “E”
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.

GAS BALANCING AGREEMENT

The parties to the Operating Agreement to which this agreemsnt 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 Confract Area and market the same. In the event any of the parties
hereto coflectively owning 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
attributable to the interest of such parties, this agreement shall automatically become effective upon the
terms hereinafter set forth,

1. During the period or peripds when any parties hereto collectively owning participation
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 ot iake its fuli share of gas producing from such
proration unit, other parties collectively owning participation percentages of more than 50% shall 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, however, no party who does not have gas in place shall be entitled to take or
deliver to 2 purchaser gas production in excess of 200% of the lesser of (c) its share of the volumes of
gas capable of being delivered on a daily basis or (d) its share of allowable gas production. All parties
hereto shall share in and own the liquid hydrocarbans recovered from such gas by lease equipment in
accordance with their respective interests and subject to the Operating Agreement o which this
agresment is attached, but the party or parties taking such gas shail 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 equai to its full share of the gas produced under this
Agreement, less its share of gas used in lease operations, vented or Jost, and less that portion such party
took or delivered to its purchaser. The Operator will maintain a current account of the gas balance
between the parties and will furnish all parties hereto monthly statements showing the total quantity of
gas produced, the amount used in lease operations, vented or lost, 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, royallies, 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 hammiess the other Parties hereto against all claims, losses or
liabilities arising out of its failure to fulfill such obligations.

4, After notice to the Operator, any party at any time may begin taking or dellvering to its
purchaser its full share of the gas produced frem a proration unit under which it has gas in place less
such parly's share of gas used in operations, vented or lost. In addition 1o such share, each party,
including the Operator, until it has recovered its gas in place and balanced the gas account as to its
interest, shall be entitied to take or deliver to its purchaser a share of gas determined by multiplying 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 proration unit of all parties with gas in place currently
taking or delivering to a purchaser.

5. Nothing berein shall be construed to deny any party the right, from time to time, to
produce and take or deliver 1o 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 a proration unit ceases to produce gas anxd/or liquid hydrocarbons in paying quantities
before the gas account is balanced, setlement will be made between the underproduced and
overproduced parties. In making such settlement, the underproduced party or parties will be paid a sum
of money by the overproduced party or parties attributable 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 settlement 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
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the sale of the gas. For gas, the price of which is subject to regulation by federal, state or other
govermmental autharities, the price basis shall be the rate collected, from time (o time, which is not
subject fo possible refund, as provided by the Federal Energy Regulatory Commission or any other
governmental authority, pursuant to final order or setfiement applicable to the gas sold from such well,
plus any additiona! coliected amount which is not ultimately required to be refunded by such autharity,
such additional collected amount to be accounted for at such time as final determination 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 settiement bringing
such underproduced party’s gas account into balance at any time and from time to time prior to the final
settiement, by first giving each overproduced party 90 days' written nolice of demand for cash settiement.
i such option is so exercised, sefflement shall be made (as of 7:00 o'clock AM. 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 overproduced parties, in the same manner provided for in §i6. 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 incwred, 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 reguiatory authority for 2 poo! within the Contract Area, but such proration unit shall not
include any producing horizon which is not within the vertical limits of said pool. This agreement shall
remain in fores and effect 50 Jong 55 the Operating Agreement (o which it is atlached remains in effect,
and shall inure to the benefit of and be binding upen 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 emplayment becavse of
race, color, religion, sex or national origin. The Operator will take affirmative action to ensure that
applicants are empioyed, 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 termiration; rates of pay or other forms of compensation; and selection for
training including apprenticeship. The Operator agrees to post in conspicuous 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 &l solicitations or advertisements for employees placed by or on benaif of the
Operator, state that all qualified applicants will receive consideration for employment without
regard to race, color, religion, sex or national origin,

3) The Operator will send to each labor union or representative of workers with which Operator has
2 collective bargaining agreement or other confract 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 conspicucus places available to employees and applicants for employment.

4) The Operator will comply with afl 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, regulations, and orders of the Secretary of Labor, or
pursuant thereto, and will permit access to Operator's books, records, and accounts by the
administering agency and the Secretary of Labor for purposes of investigation to ascertain
compliance with such rules, regulations, and orders.

6) In the event of the Operator's non-compliance with the non-discrimination clauses of this contract
or with any of the said rules, regulations, or orders, this contract may be canceled, terminated or
suspended in whole or in part and the Operator may be declared ineligible for further Government
contracts or federally assisted construction contracts 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 [aw.

7) The Operator will include the provisions of paragraphs (1) through (7} in every subcontract or
purchase order unless exempted by rules, regutations, or orders of the Secretary of Labor issued
pursuant to Seclion 204 of Executive Order 11246 of September 24, 1965, so that such
provisions will be binding upon each subcontractor or vendar. 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; provided, however,
that in the event the Operator becomes invaived in, or is threatened with, litigation 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 acknowledges that Operator may be required to fite Standard Form 100 (EEO-1) promulgated
jointly by the Office of Federal Contract Compliance, the Equal Empioyment 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 far the current year and otherwise comply with or file such other compliance reports as
may be required under Executive Order 11246, as amended and Rules and Regulations adopted

thereunder.

Operator further acknowledges that Operator may be required to develop a written affirmative action
compliance program as required by the Rules and Regulations approved by the Secretary of Labor under
authority of Executive Order 11246 and supply each other party hereto with a copy of such program if so
requested,

15
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CERTIFICATION OF NONSEGREGATED FACILITIES

By entering into this contract, the Operator certifies that Operator doss not and will not maintain or
provide for Operator's employees any segregated facilities at any of Operator’s establlshments, and that
Operator does not and will not permit Operator’s employees to perfarm their services at any location,
under Operator’s control, where segregated facilities are maintained. The Operator agrees thal a breach
of this certification is a viclation of the Equal Opportunity clause in this contract. As used in this
certification is a violation of the Equal Opportunity clause in this contract. As used in this certification, the
term “segregated faciliies” means, but is not fimited o, any waiting rooms, work areas, rest rooms and
wash rooms, restaurants and other eating areas, time clocks, locker rooms and other storage or dressing
areas, parking lots, 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. Operator
further agrees that (except where Operator 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 exceeding $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 a#f contracis and subcontracts during a period
{i.e., quarterly, semiannuaily, or annually).



