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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between Marbob Enemy Corporation 

- hereinafter designated and
referred to as “Operator”, and the signatory party or panics other (Iran Open tor, sometimes herd nailer referred to individually herein 

as “Non-Operator”, and collectively as “Non-Operators”.

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas Ickk and1 or oil and gas interests in die bud identified in 

Exhibit “A”, and the parties hereto have reached an agreement to explore end develop these leases and/or oil and gas interests fnr the 

production of oil and gas to the extent and as hcrctnafta- provided.

NOW. THEREFORE, it is agreed as follows:

ARTICLE I.

DEFINITIONS

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

A. The term ‘oil and gas” shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons 
and other marketable aibstances produced therewith, unless an intent in limit the ind siveness of this term is specifically staled.

S. The terms “si! end gas lease”, “lease” and “leasehold” shall mean the oi1 and gas leases covering tracts of land 

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

Contract Area whichare owned by parlies to this agrecraait.
D. The term “Contract Area” shall all of the hud*. oil and gas leasehold interest.' and ofl and gas interests httendod to be 

developed tad operated for oil and gas purposes under this agree mat- Such bads, oil and gas I astrioU uuercOs and oil and pa int wests 

ore described in Exhibit “A”.
E. The tom "drilling unit” shall mean the area fixed for the drilling of one we'l by order or rale of any state cr 

federal body laving authority. If a drilling unit is not fixed by any such rule or order, a (hilling ut.it shall be Ibe drilling unit as establish- 

ed by (he pwtem of drilling in the Contract Area or as fixed by express agreement of the Drilling Parti*.

F. The ism "drillrite” shall mean the oil and gas lease or interest on which a proposed well is to be located.
G. The terns “Drilling Party” and "Consentbag Party” shall mean a party who agrees to job. in and pay its share of the cost or 

any operation conducted under the provisions of this agreement.
H. The terms “Non-Drilling Party” and “Non-Consenting Pony” shall mean a party who dects not to participate 

in a proposed operation

Unless the context otherwise dearly indicates, words used in the singular include the ]<lural, the [Anal xichxfcs the 

singular, and the neuter gender includes the maseulineeod the feminine.

ARTICLE II.

EXHIBITS

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

0 A. Exhibit “A”. Shall include the following information:

(!) Identification of lauds subject to this agreement,
(7) Restrictions, ifany. as to depths, forma lions, or substances,
(3) Percentages or fractional interests of parties to this agreement,

(4) Oil and gas ieasea and/or oil and gas interests subject to thu agreement,
(5) Addresses of parties for notice purposes.

□ B. Exhibit “B”, Form of Lease.

B C. Exhibit “C", Accounting Procedure.
0 D. Exhibit “D”, Insurance
0 E. Exhibit “E”, Gas Balancing Agreement
0 F. Exhibit “F", Non-Discrimination and Certification ofNen-Segregated Facilities

□ G. Exhibit “G”. Tax Partnership.
If any provision of any exhibit except Exhibits "E” and “O”. is inconsistent with any provirion eontatnod in the body 

of this agreement the pro visions in the body of this agreement shall prevail.

-I-
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ARTICLE HI. 

INTERESTS OF PARTIES

A. ON and Gas Interests:

If my party owns an oil and gas interest in the Contract Area, that interest shall bo treated for all purposes of this agreement 
and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit "B". and (he owner thereof 

shad be deemed id own both the royalty interest reserved in such lease and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production;

tfoless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne and 

paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the panics as their huerests are set 

forth in Exhibit “A”. In the same manner, the ponies stall also own all production of oil tod gas from the Contract Area subject to die 
payment of royalties to the extent of 1/6 which shall be bone os hereinafter set forth.

Regardless of which party has contributed (be teasefs) and/or oil and gas interests) hereto on which royally is due and 

payable, each party entitled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or 

cause to be paid or delivered, to the extent of its interest in such production, the royalty amount stipulated hereinabove and shall hold the 
other parties free from any liability thaefor. No party shall ever be responsible, bowevre. on a price basis higher than the price received 

by such pony, to any other party's lessor or royalty owner, and if any such other party’s lesser or royalty owner should demand and 
receive settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable to 

such higher price.

Nothing contained in this Article HI.B. shall be deemed an assignment or cross-assignment of interests covered hereby.

C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed by other provisions, if the intoest of any party in any lease covered he-eby is subject to any royalty, 

overriding royalty, production payment or other burden on production in excess of the amount stipulated in Ankle IILB., such party so 

burdened shall assume and atone bear all such etcess obligations and shall indemnify and hold the other parties hereto harmless from any 
and all cfatims and demands for payment asserted by owners of such excess burden.

O. Subsequently Created Interests:

If any party should hereafter create an overriding royalty, production payment or other burden payable out of production 
attributable to its working interest hereunder, or if such a burden cxiacd prior to (his agreement and is not set forth in Exhibit “A", or 

was not disclosed in writing to all other parties prior to (he execution of this agreement by all ponies, or is not a jointly acknowledged and 
accqrtcd obligation of all ponies (any such intoest being hereinafter referred to as "subsequently created intoest" irrespective of the 

timing of its creation and the party out of whose working intoest the subsequently created interest is derived being hereinafter referred 

to as “burdened party"!, and:

1. If the burdened party is required under this ap-cent rot to assign or relinquish lo any other party, or parties, all or a portion 

of its working interest and/or the production attributable thereto, said other party, or parties, shaft receive aid assignment and/or 
production free and dear ofsaid subsequently created interest and die burdened party shall indemnify and save said other parly, 

or parties, harmless from any and all claims and demands lor payment asserted by owners of the subsequently created interest; 

and,

2. If the burdened party foils to pay, when due. its share of expenses chargeable hereunder, oil provisions of Article VII.B. shall be 
enforceable against the subsequently created interest in the same manner as they arc enforceable against the working tniercsi of 

the burdened party.

ARTICLE IV. 
TITLES

A. Title Examination:

Title examiration shall be made on the Aillsite of any proposed well prior to commencement of drilling operations or, if 
the Drilling Parties so request, title examiution shall be erode on the leases and/or oil and gas interestx included, or planned to be includ­
ed, in the drilling unh around such well. The opinion will include the ownership of the working interot, naaoats, royalty, overriding 

royally and production payments under (he applicable leases. At the time a well is proposed, each pony contributing leases and/or oil and 

gas intoest* to the drillsle. or to be included Id such drilling unit, shall furnish to Operator all abstracts (including federal lose status 
reports), title opinions, title papers and curative maerial in its possession free of charge. All such mformattoa not in the possession of or 
mode available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator. Opoator stall 

cause title lo be by attorneys on its staff or by outside attorneys. Copies of aD title opinions stall be furnished to each party

hereto. The cost incurred by Operator in this title program shall be borne as follows;

□ Option No. |; Costs incurred by Operator in (vocuring abstracts and title examination Including ptdiiuimry, suppiemoiul. 

shut-in gas royalty opinions and division order title opinions) shat! be a part of the administrative overhead as provided in Exhibit "C". 

and dull not be a direct charge, whether performed by Operator's staff attorney* or by outside attorneys.
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ARTICLE IV 
continued

B Option No- 2: Costs incurred by Operator in procuring abstracts and Fees paid outside attorneys far title currant ion

(including prdimrnory, supplenxsut. shut-in gas royally opinions and division order title opinions) shall be borne by the Drilling Ponies 
in the proportion that the interest of cncb Drilling Petty beats to the toul infarct of all Drilling Patties at such intraens appear in Ex­

hibit "A". Operator shall make no charge for services rendered by its Staff attorneys or other personnel in the pctfainancc of the above 
functions.

Each party sltail be responsible far securing curative matter and pooling amendments or agreements required i» coratedion 

with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling 

daigmticajcrAccisrationsas aneJl a ihecondutt pf konags btfere cvvc/nxoezto) igtrckt for Ibe KtvriBgefsptieingcfpcoksg radera 

This shall not prevent any party from appearing an ils own behalf at any such bearing.

No well shall be drilled on the Contract Area until after (1) the title to the Aillshe or drilling unit has been examined as above 

provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par­

ticiple in the (frilling of the wdl.

8. LossofTitlK

1. Failure of Title Should any oil and gas interest or lease, or mures! therein, be lost through failure of title, which loss results in a 

reduction of interest from that shown on Exhibit “A", the party contributing the affected lease or interest shall love ninety (90) days 

from final determination of title failure (O acquire a new lease or other instrument curing the entirety of ihc title failure, which acquisi­
tion will not be subject to Article VIII.B., and failing to do so, this agreement, nevertheless, shill continue in force as to all remaining oil 

and gas leases and imocsrs: and,
(a) The party whose oil and gas tease or interest is affected by the title failure shall bear alone (be entire loss and it shall not be 

entitled lo recover from Opauior or the other parties any development or operating costs which it nay have theretofore paid or incurred, 
but there shall be no additional liability on its part to the other parties hereto by reason of such title failure:

(b) There shall be no retroactive adjustment of expenses incurred or revenue! received from the operation of the interest which has 

been toa, but (be iMcrtss of the parties dal) be revised on an acreage bo sis. is of the time it is detonated faoly that title Mure has oc­
curred, so that the interest of (he party whose lease or interest is affected by the title failure wilt thereafter be reduced in the Conner 

Area by the amount of the interest lost;
(c) If the proportionate interea of the other parlies hereto in any producing well ihowofore drilled on the Contract Area is 

increased by reason of the title failure, the party whose title has failed shall receive the proceeds attributable to the increase in such in­

terest (less costs and burdens aiiribulablc (hereto) until il has been reimbursed for unrteovered costs paid by it in connection with such

welt;
(d) Should any person not a party to this apeement, who is determined to be the owner of any interest in the title which has 

failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid to the party or ponies 

who bore the costs which are so refunded;
(c) Any liability to account lo a third party for prior production of oil and gas which arises by reason of title failure stall be 

borne by the party or parties whose title failed in the same proportions in which they shared in such prior production; and,
(0 No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest 

claimed by any pony HctcIo. il being the intention of the patties hereto that each shall defend title lo its interest and bear all expenses in 

connection therewith.

2. I n*? hy Nnn-Pavmem or Erroneous Payment of Amount Dug If. through mistake or oversight, any rental, shut-in wdl 

pnymert, maaimum royalty or royalty payment, is not paid or is erroneously paid, ond as a result a lease or interesi therein terminates, 
there shall be no monetary liability against the party who failed to make well payment. Unless the party who failed to make the required 

payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment, 
which acquisition will not be subject to Article VIII. B.. the interests of the parties shall be revised on an acreage basis, effective as of the 
date of termination of the lease involved, and the party who failed to crake prapa payment will no longer be credited with on iutarat in 

the Comma Arm on account of ownership of the lease or interest which has terminated In the event the party who failed to make the 
required payment fh»n not have been fully reimbursed, at the time of (he loss, from the proceeds of the sale of oil and gas attribute Me to 

the lost interest, calculated on an acreage basis, for (he development and operating costs theretofore paid on account of such interest, k 

shall be reimbursed for unreeovered actual costs theretofore paid by it (but not far iu share of the cost of any dry bole previously Aided 

or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

(a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost interest, on as acreage basis, 

up to the amount of unreeovered costs;
(b) Proceeds, less operating expenses. Ihereaftra accrued attributable lo (he lost interest on aa acreage basts, of that portion of 

oil and gas thereafter produced and marketed (excluding production from any walls (hereafter drilled) which, in the absence of such lease 
icrmirarion, would be attributable to Ihe lost interest on an acreage basis, up to the amount of unreeovered costs, the proceeds of said 

portion of the oil and lobe contributed by the other parties in proportion to their respective inttrctl; and,
(c) Any monies, up to the amount of uweeovwed cosit, that may be paid by aay party who is. or becomes, the owns or the merest 

bsL fot the privilege of portictruting in the Contract Area or beaming a party to this agreement.

3. |~rrT* All losses incurred, other than those ad forth in Articles IV.B.I. and IV.B.2. above, shall be joint losses 

and stall be borne by all panics in proportion lo Ihdr interests. There shall be no readjustment of interests in (he remitting portion of 

the Contract Area.

-3-
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ARTICLE V. 

OPERATOR

A. Designation and Responsibilities of Operator:

Marbob gnwav Corporation_______________________________________ shall be tl*e

Operator of the Contract Ana. and shall conduct and direct and have lull control of all operations on (He Contract Area as permitted and 

required by, and within the limits of this agreement. It dull conduct all such operations in i good and workmanlike manner, bur it shall 

have no liability as Operator to the other partis for losses sustained or liabilities incurred, exeqa such as may result from gross 

negligence or willful misconduct.

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

1. Resignation or Removal of Operator Operator may resign or any lime by giving written notice thereof to Non-Opera tors 
If Operator terminates its legal exiflcnce, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as 
Operator, Operator shall be deemed lo have resigned without any action by Non-Operators, except (he selection of a successor. Operator 

tttoy be removed if it (ails or refuses to cany out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivoship, by the 

tffinrolive vole of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit "A” remaining 
alter exeluding the voting interest of Operator. Such resignation or removal doll ncX become effective until 7.-00 o'clock A.M. on the 

first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action 
by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes (he duties of Operator at an earlier 

dale. Operator, after effective data of resignation or removal, shall be bound by the toms hereof as s Non-Operator. A change of a cor­

porate name or structure of Operator or transfer of Operator's interest to any single subsidiary, parent or successor corporation shall not 

be the basis for removal of Operator.

2. Selection of Successor Operator Upon the resignation or removal of Operator, a successor Operator doll be selected by 

Ihe parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area nt the time such successor 
Operator is selected The successor Opostor dnD be selected by the affirmative vote of two (2) or more parties owning a nsjority Merest

oo ownership as shown on Exhibit "A": provided, however, if on Operator which has been removed fails to vote or votes only to 
isdf. tlte successor Operator shall be selected by the ofTirmative vote of two (2) or more panics owning a majority interest based 

on ownership as strewn on ExNbtPA" remaining after excluding (he voting interest of the Operator that was removed.

C. Employees:

The number of employees used by Operator in conducting operations hereunder, their selection, and (he hours of labor and the 

compenation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator.

D. Drilling Contracts:

Ail wdts (killed ao the Contract Area shall be drilled on a competitive contnet hasis at the usual rats prevailing in the bel If it so 

desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges tlwefor shall not exceed the prevailing 
rate in the ties and the rase of such charges shall be agreed upon by the parties in writing before drilling operations arc commenced, and 

such uvrk shall be performed by Operator under the same terms and conditions os are customary and usual in the arra in contracts of in- 

depend ei* contractors who arc doing work of a similar nature.

ARTICLE VI.
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the 1«1 day ofAugust . rmn 2009 . Opostor shall commence (he drilling ofa well for

gWjaWft!aS4™a*-a

and shall thereafter continue the drilling of the well with due diligence to 
sufficiently test ttw Bon* Spring formation

unless granite or other paaicalSy impenetrable substance or condition in the bole, which renders farther drilling impractical, is en- 

countoed at a lesser depth, or unless oil parties agree to complete or abandon the well at a lesser dejsh.

Operator shall reasonable tests of all formations encountered during drilling which give indication of containing oil and 

gas in quanlilie sufficient to lest, union this agreement shall be limited in its application to a specific formation or formations, in which 

event Operator shall be requited to test only the formation or fonralions to which this agreement nay apply.
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ARTICLE VI 
continued

If, in Operator’s judgment, the well will not produce oil or gar in paying quantities, and it wishes to plug and abandon (he 

well as a dry hole, the previsions of Article VI. E. I. shall thereafter apply.

O. Subsequent Operatic as:

I. Pmnnred Operations: Should any party hereto desire to drill any well on the Contract Area other dun the wdl provided 

for in Article VI.A-. or to re wort, deepen or plug bade a dry hole (tilled at the joint expense of all parties or a wdl jointly owned by all 
the parlies and not then producing in paying quantities, the party desiring to drill, rework deepen or plug back such a wen dull give the 

other parties written notice of the proposed operation, specifying (he work to be performed, the location, proposed depth, objective forma- 

tioa and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice 

within whidi to notify the party wishing to do the woefc whether (hey elect to participate in the cost of the proposed operation If a drill­

ing rig is on location, notice of a proposal to rework, plug bock or drill deeper nay be given by telephone and the response period shall be 

limited lo forty-eight (48) hours, exclusive of Saturday, Sunday, and legal holidays. Failure of a party receiving such notice to reply within 

the period above fixed shall constitute an election by that party not to participate in the cod of the proposed operation. Any notice or 

response given by telephone shall be promptly confirmed in writing.

If til parties elect to participate io such a proposed operation. Operator shall, within ninety (90) days after expiration of the notice 

period of thirty (30) days (or as promptly as possible after the expiration of the forty-right (48) hour preiod when a drilling rig ir on Iocs, 
lion, as the may be), actually commence the (reposed operation and complete it with due diligence at the ride and expense of all par­

ties hereto; provided, however, aid commencement date may be extended^ upon written notice of nmc by Operator to the other parties, 

for a period of up to shirty (30) additional days i£ in the sate opinion of Operator, such additional rime is reasonably necessary to obtain 
pennits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex- 

nmiailiim t>r creative matter required for title approval or accqitance. Notwithstanding the force majeure provisions of Article XI, if the 

actual opettion has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and 
if any party hereto still desres lo conduct said operation, written notice proposing same oust be resubmitted to the other parties in accor­

dance with the provisions hereof as if no prior proposal had beat trade

2. Operations bv Less than All Patties: If any party receiving such notice as provided in Article VLB.l. or Vll.D.l. (Option 

No. 2) deets not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the pony or parties 

giving the notice and such other parties as shall elect to pvticipatc in the operation shall, within ninety (90) days after the expiration of 
the notice period of thirty (30) (fays (or as promptly os possible after the expiration of the forty-eight (48) hour period whea a drilling rig is 

on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall preform all 
wort; for the account of 0>e Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operate* is 

a Non-Consenting Party, the Consenting Parties shall other (a) request Operator to perforin the work required by such proposed open, 
non for the account of the Conferring Panics, or (b) designate one (1) of the Consenting Panics as Operator to perform such woric. Con. 

scaling Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2-. shall comply with all trems and con­

ditions oftliij agreement.

If less than all Forties iq^ove any proposed operation, the proposing p«ty. immedtaidy after the expiration of the applicable 

notice period. Shall advite the Consenting Parties of the total mlered of the parties approving such operation and its recommendation as 
to whether the Consenting Parlies should proceed with (he operation as proposed. Each Consenting Party, within forty-cigla (48) hours 
(exclusive of Satinfay, Sunday a«l legal hoBtbys) after recap of such notice, stall advise the proposing party of is desk* to (a) limit par- 
licipolion tp such party's interes as shown on Exhibit "A" or (b) carry its proportionate part of Non-Consenting Parties' interests, and 
failure to advise the proposing party shall be deemed an deelfon undo- (a). In the event a {killing rig is oa location, the time permitted for 
such a response stall not exceed a total of forty-eight (48) hours (inclusive of Saturday. Sunday and legal holidays). The proposing party, 

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

The coin: cost and risk of conducting such operations shall be borne by (he Consenting Parties in the proportions they have 

denied to bear wider the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estate involved in such 
operations free and clear of all liens and encumbrances of every knd created by or arising from the operations of the Consorting Parties. 

If such an operation results m a dry hole, the Consenting Parties shall plug trod abandon the well end restore the surface location at their 

soic cost, risk and nptrt* If any well (killed, reworked, deepened or plugged back under the provisions of (hi* Article results m a pro­
ducer of oil and/or gas in paying tprenriries. the Consenting Parties shall complete and equip the wdl to produce at then- sole cost and risk.
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ARTICLE VI 

continued

and (he well shall then be I timed ova- to Operator and shall be ’ipqnted by it ol the expense and for the account of the Consenting Par­
ties. Upon commeacement of operations for (he drilling, reworka-g, deepening or plugging back of wiy such well by Consenting Partim 

in accordance with the pro visions of this Article, each Non-Coosa‘ting Party shall be deemed to have relinquished to Consenting Parties, 

and the Consenting Parties dial! own and be entitled to receive, hi proportion to tbeir respective intoests, all of such Non-Consent mg 
Party’s interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or 

rarfcct value thereof if such share is not sold, (afta deducting proauction taxes, excise taxes, royalty. Cvending royalty and other in­

terests not excepted by Article Ill.D. payable out of or measured by tlie production from arch well accnrii£ with respect to such interest 

until it reverts) shall equal the total of ibe following.

A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT‘S 1982

(a) 200% of each such Nou-Conseming Party’s share of the cost of any newly acquired surface equipment beyond the wdlhead 
connections (including, but not limited to, stock tanks, separators, trealen. pumping equipment and piping), plus 200% of each such 

Non-Consenting Pany's share of the cost of operation of the well eommenci ig with first production and continuing until each such Non- 

Consenting Party’s relinquished inlaest shall revert to it under other pr 'visions of this Article, it being agreed dial each Non- 

Consenting Party’s share of such costs and equipment will be that interest wnich would have been chargeable to such Non-Consenting 

Party had it participated in Ihc well from the beginning of the o pom iocs: and

fbl 500 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging bade, testing and completing,
after deducting say caA contributions received under Article V1U.C.. and 500 %ofthat portion of the cost of newly acquired equip­

ment m the well (to and including the wellhead connections), which would lave been dargablc to such Non-Consatiing Party if it had 

ponieipaled thocin.
See first paragraph of Page 6a

An doc lion not to participate m the Ailfrog or the deepening of a well shall be denned an election not to participate in any re­
working or plugging back operation proposed in such a welt, or portion thereof, to which tie initial Non-Consent election applied that is 

conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party’s recoupment account. Any such 

reworking or plugging bock operation conducted during the recoupment period shall be dearsti part of the cost of operation of said well 
and there shall be added to the sums to be recouped by the Consenting Parties one hundred pc cent (100%) of that portion of the arsis of 

the rewaking or plugging back operation which would have been chargeable to such Non-C on enling Party hod it participated therein. If 

such a reworking or plugging beck operation is proposed during such recoupment period, the provisions of this Ankle VLB. shall be ap­

plicable as between said Consenting Panics in said wdL

5<a second paragraph of Pag* 6a

During the period of time Consenting Parties am entitled to receive Non-Consenting Paty's share of production, or the 
proceeds therefrom. Consenting Parties shall be rcspcnribic for the payment of ail production, sevesuwe, excise, gathering and other 

taxes, and all royalty, overriding royalty tad Other burdens applicable to Non-Consenting Pany's share cf production not excepted by Ar­

ticle Ill.D.

In the case of any reworking plugging back or deeper drilling operation, the Consenting Parties sM! be permined to use. free 
of cost, ill casing, tubing and oilier equipment in the wdl. bat the ownership of all such equipment shall re nain unchanged; and upon 

abandon man of a well after such reworking, plugging back or deeper drifting, the Consenting Panics shall oxoun! for all such equip­
ment to the owners thereof, with each party receiving its proportionate pan in kind Or in value, less cast of salvage.

Within axly (60) days after the completion of any operation under this Article, the party conducting tl.c operations for the 

ronwntkig Parties shall famish each Non-Consenting Patty with an inventory of the equipment m and connected to the well, and an 
itemized statement of the cost of chilling, deepening, plugging back, testing, completing, and equipping fae well for production; or, at its 
option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statemem of monthly bill­
ing. Each month thereafter, during tire tirrc the Consenting Parties are being reimbursed as provided above, the party conducting the 
operations for the Consenting Panics shall furnish the Nan-Consenting Parlies with an itemized statement of all costs s.h labilities in­
curred ce the operation of dec well, togetlier with a staieroeot of the quantity of oil and gas produced from it and the amount of proceeds 
nv.itw«t from the sale of (he wolfs working interest production during the preceding month. In determining the quantity of oil ond gas 

produced during any month. Consenting Pmties shill use industry accepted methods such as. but not limited to, metering or periodic 

wdl tests. Any airmail realized from the sale or other disposition of equipment newly acquired in connection with arty such operation 

which would have been owned by a Non-Conscaing Party hud it participated therein shall be credited against the total unretumud costs 
of the work done and of the equipment purchased m determining when the interest of such Non-Consenting Parly shall revert to it as 

above provided: and if there is a credit balance, it shall be paid to such Non-Consenting forty.

Sm third paragraph of Pag* 6a
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ARTICLE VI 
continued

j Notwithstanding any language under Article VI.B. to tha contrary, in any wad In which a completion attempt
may be made at more than one depth, each party who participated In the initial operationi hereto shall have the right to

2 make a separate election as to each interval in which a completion ie proposed. Should a party hereto elect not to

3 participate in a completion attempt aa to any one interval, than those parties who elect to participate In the completion
4 attempt as to that Interval, shall, in the proportions they have elected to bear, share all coats, risks and expenses of 

such completion attempt. Any recoupment of said expenses shad be made solely from the production attributable to
5 that Interval.
6 
7
. Gas production attributable to any Non-Consenting Party's relinquished Interest upon such Party election
0 shall be sold to its purchaser, if available, under tha terms of its existing gas sate contract. Such Non-Consenting Party 
9 shad direct its purchassr to remit the proceeds receivable from such sale direct to the Consenting Parties until the 

(0 amounts provided for in this Article are recovered from the Non-Consenting Parties relinquished interest If such Non-
11 Consenting Party has not contracted for sale of Its gas at tha time such gas Is available for delivery, or has not made 

the election as provided above, the Consenting Parties stiaB own and be entitled to receive and sell such Non-
12 Consenting Party's share of gas at hereinabove provided during the recoupment parted.

13

** Notwithstanding any provisions to the contrary In this or any other agreement, a Non-Consenting Party, upon

15 notice in the writing to Operator, andtor any party carrying all or part of the non-consenting interest shall have the right 

at all tbnea and from time to time within two (2) years of tha date U received notice that payout has occurred, to audit 
17 Operator's and/or carrying party’s accounts and records relating to or connected with its operations on the Contract 

Area or on land pooled therewith, regardless of when such operations were conducted.
19
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ARTICLE VI 
continued

1 If and when the Consenting Ponies recover from a Non-Consentmg Party's relinquished inures! the amounts provided for above.

2 the relinquished interests of such Non-Consenting Party sh»B automatically revorl to it. and, front and after such reversion, such Non-

3 Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production
4 therefrom as such Non-Consenting Party would Itave been entitled to had it participated in the chilling, reworking, deepening or
3 bock of said well. Thereafter, such Non-Consenting Party shall be charged with and shall poy its proportionate part of the further costs of
6 the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto.

7

8 
0

10 Notwithstanding the provisions of this Article Vl.B.2., jl is agreed that without the mutual consent of all ponies, no wells shall
11 be completed in or produced from a source of supply from whieh a well located elsewhere on Che Contract Am is producing, unless such

12 well conforms to the then-existing well spacing pattern for such source of supply.

13
14

15
16 The provisions of this Article shall have no application whatsoever to the drilling of tire initial well described in Article VI.A.

17 except (a) os to Article Vll.O.I. {Option No. 2), if selected. or (b) as to the reworking, deepening and plugging back of such initial well
18 after if has been drilled to the depth specified in Article VI,A. if it shall thereafter prove to be a dry hole or. if initially completed for pro-

19 duclkm. ceases to produce in paying quantities.

20 

21 

22
23 3. Stnnd-Bv Tune: When a well whieh has been drilled or deepened has reached its authorized depth and all tests have been

24 completed, and the results (hereof litrnishcd to the parties, sund-by costs incurred pending response to a party’s notice proposing a

25 reworkaig, deepening plugging back or completing operation in such a well shall be charged and borne as port of the drilling or deepen-

26 mg operation Just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
27 first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram-

28 irnlieaJ paragraph of Article VI.B.2., shall be charged to and borne as port of the proposed operation, but if the proposal is subsequently
29 withdrawn because of insufficical participation, such stand-by costs shall be allocated between the Consenting Panics in the proportion

30 och Consenting Party's interest as shown on Exhibit “A" bears to die total interest as shown on Exhibit “A” of all Consenting Par-
31 fie*

32

33
34
3$ 4. Sidetracking Except as hereinafter provided, those provisions of this agreement applicable to a "deepening’' operation shall

36 also be applicable lo any proposal to directionally control and iatentionally deviate a well from vertical so as to change the bottom hole
37 location (herein cal) "sidetracking'), unless done to straighten the hole or to <ki!l around junk in the hole or because of other

38 mechanical difficulties. Any party having the right to participate in a proposed sidetracking op eat ion that does not own an interest ia (he
39 affected wdl bore at the lime of the notice drall, upon deeting to participate, tender to (he well bore owners its proportionate share {equal

40 to Hs interest in the sidetracking operation) of the value of ihei portion ofthe existing wdl bore to be utilized as follows:

41

42

43
44 (a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in 
43 the initial drilling of the well down to the depth at which the si detrucking operation is initiated

46
47

48
49 (b) If the proposal is for sidetracking a well whieh has previously produced, reimbursement shall be On the basis of (he well's
50 alvablc materials and equipment down ur the depth at whieh the sidetracking operation is initialed, determined m accordance with die

31 provisions of Exhibit "C. less the estimated cost of nlvaging and (he estimated cost of plugging and abandoning

32
53

54
3$ In the event that notice for a sidetracking opeation is given while the drilling rig to be utilized is on location, (he response period
36 shall be limited to forty-eight (48) hours, exclusive of Saturday, Suntby and legal holidays; provided, however, any party may request and

37 receive up to right (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time

38 incurred daring snch ex leaded response poind- If more dan one party dccts to take such additional time to respond to (he notice, sand
59 by costs shall be allocated between the parties taking additional lime to respond on a <by-(o-diy basis in the proportion each deeting par-

60 ty’s interest as shown on Exhibit “A" bears to the toul interest as shown on Exhibit "A" of mil the deeting parties. In all other m-
61 stances the response period lo a proposal for sidetracking shall be limited to foirty (30) days.

62
63

64
6$ C TAKING PRODUCTION IN KIND:

67 Each party shall /'See inVn^OT^cparately dispose of its proportionate share of all oil and gas produced from the Contract Area.

68 exclusive of production which may be used in development and producing operations and in preparing end treating oil and gas for

69 marketing purposes and production unavoidably lost Any extra expenditure ineorred in the taking in kind or separate disposition by any
70 party of its proportionate share of (ho production shall be borne by such patty. Any pony taking its share of production in kind shall be
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ARTICLE VI 
continued

1 required to pay for only its proportionate share of such part of Operator's surface facilities which it uses.

2

3 Each party shall execute such division orders and contracts es may be necessary for the sale of its interest in production from
4 the Contract Area, and. except as provided in Article VI],B., shall be entitled la receive payment directly from the purchaser thereof for 
3 its share of all production.

6
7 In the event any party shall foil to make the arrangements necessary to take in kind or separately dispose of its proportionate share of
8 the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not

9 the obligation, to purchase such oil or sell it to others at any time and from time to lime, for the account of the non-taking pony at the

10 best price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always to the right of the

11 owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil not previously

12 delivered to a purchaser. Any purchase or sale by Operator of any other party's share of oil shaB be only for such reasonable periods of

13 time as are consistent with the minimum needs of (he industry under the particular circumstances, but in no event for a period in excess

14 ofonc(l)yesr.

15
Id In die event one or more parties' separate disposition of as share of (he gas causes spin-stream deliveries to separate pipelines and/or

17 deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportionate share of total gas sales to
18 be allocated to it. the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas bnlmtcing
19 agreement between the parties hereto, whether such an agreement is attached as Exhibit "E”. or is a separata agreement.

20 "Sm Bulow
21 D. Access to Contract Area and Information:

O'*
23 Each party shall have access to the Contract Area at all reasonable limes, at its sole cost and risk to inspect or observe operations.
24 and shall have access at reasonable times to information pertstnmg to (he development or operation thereof, including Operator's books
25 and records rotating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with

26 governmental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of flock on Itnnd at the first of

27 each month, and shall make available samples of any cons or cuttings taken from any well drilled on the Contract Arm. The cost of
28 gathering and furnishing information to Non-Operator, other than that specified above, sltall be charged to the Non-Operator that re-

29 quests the Information.

30
31 E. Ahandaameat of Well*-.

32
33 I. Abandonment of Pry Holts: Except for any well drilled or deepened pursuant to Article VI., any well which has been

34 drilled or deepened under the terms of (bis agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned 
33 without ths consent of all parties. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply

36 within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon

37 such well, such party shall be deemed to have consented to the proposed abandonment All such wells shall be plugged and abandoned in
38 accwdancc with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or deepening

39 such well Any party who objects to plugging and abandoning such well stall have the right to take over the wdl and conduct further

40 operations in search ofoftand'orgas sutjed In (be provisions of Ankle VI.B.

41
42 2. Abandonment of Wells that have Produced: Except for any well in which a Non-Coascnt operation has boon conducted

43 hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any welt which has been completed as a
44 producer shall not be plugged and abandoned without the consent of all panics, (fall parties consent to such abandonment, the wdl dull 
43 be plugged and abandoned m accordance with applicable regulations and at the cos. rifle and expense of ail the parties hereto. If. within

46 thirty (30) days after rcedpt of notice of the proposed abandonment of arty wdl, all parties do not agree to the abandonment of such wdl,
47 those wishing to continue its operation from the intervalfs) of the formations) then open to production shall tender to <aeh of the other

48 pmies its propertionate share of the value of the well's salvable material and equipment, detamined in accordance with the pro virions of
49 Exhibit "C\ less the estimated cost of salvaging and the estimated cost of plugging and abandoning Each abandoning patty shall assign 
30 foe non-abandoning parties, without warranty, express or implied, as to title or as to quurity, or fitness for use of foe equipment and 

SI material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to. but only as to. the in-
32 lerval cr intravals of the formation or formations (hen open (0 production. If (he interest of the abondouing party is or includes an oil and
53 gas interest, such party shall execute and deliver to (be non-abandoning party or parlies an oil and gas lease, limited to foe interval or in-

54 ternls of foe formation or formations (ben open to production, for a term of one (I) year and so long thereafter as oil and/or gas «» pro-
33 duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit

56

57 **Notwithstanding any provision to ths contrary to this or any other agreement each party shall have ths right at ail

58 times and from time to time, upon written notice, to audit aU of taking party and/or operator’s records and accounts 
39 related to or in connection with production or allocation of production from the contract area. Auditing of settlement
60 records shall also be applicable If taking party and/or operator distributes proceeds to tits auditing party.

61 
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64
65

66
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68

69

70
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ARTICLE VI 

continued

"B". The assignments or leases so limited shall encompass (he "drilling unit" upon which the well is located. The payment*, by, and (lie 

assignments or leases to, the assignees shall be in a ratio tnsed upon the relationship of their respective peeouage of participation in the 

Contract Area to the aggregate of the percentages of participation in the Contract Area of all assignees. There dull be no readjustment of 
interests in tire remaining portion of the Contract Area.

Thereafto’. abandoning parties staB have no Aether responsibility, liability, or interest in the operation of or production from 

(he well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re­

quest, Operator dull continue to operate the assigned wdl far the account of the non-abandoning parties at (he rales and dtuges con­

templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of ibe assigned 

wdl. Upon proposed abandonment of the producing intervaKs) assigned or leased, the assignor or lessor stall then have (he option to 

repurchase its prior interest in the wdl (using the same valuation formula) and participate in fun ho- opaatioas therein subject to (be pro­

visions hereof.

3. Afriprinmocni of Non-Consent Operations: The provisions of Article VJ.E.I. or VI.E2 above shall be applicable as betwcei 

Consenting Parties in the event of the proposed ebaadonmad of any well excepted from said Artides: provided, however, no well shall be 

permanently plugged and abandoned unless and until all parties havbg the right to conduct further operations therehi have been notified 

of the proposed ahondenmew and afferdod (he opportunity to dcct to take over the well in accordance with the provisions of (his Article 

VI.E

ARTICLE VII.

EXPENDITURES AND LIABILITY OF PARTIES

A liability of Parties:

The liability of the parties shall be several, nor joint or collective. Each party dull be responsible only for its obligations, and 

shall be liable only for hs proportionate share of the cosu of developing and operating the Contract Are. Accordingly, (he liens granted 
among (be pvties in Article VII.B. are giver to secure only the debts of each severally. It is not the intention of the parties to create, ncr 
shall litis agreement be construed as creating, a mining or other partnership or association, or to render the parties liable as partners.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in (he Contract Aren, and a security interest in its share 
of oil and/or gas when extracted and its interest in all equipment to secure payment of ils share of expense, together with interest thereon 

at the rate provided in Exlribit “C, To (he extent that Operator has a security interest under the Uniform Commercial Code of the 

state. Operator shall be entitled to exercise the rights and remedies of a secured pony under the Code. The bringing of a suit and (he ob­

taining of judgment by Operator for the secured indebtedness dull not be deemed an election of remedies or odicrwiso aflat the lien 
rights or security interest as scanty tor the payment thereof. In addition, upon dclaull by any Non-Operator in the payment of ils dare 

of expense, Operator shall have the right, without prejudice to other rights or remedies, to collect from the pure baser the proceeds from 

the sale of such Non-Operator's share of oil and/or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each 
purchaser dull be entitled to rdy upon Operator's written statement concerning the amount of any default. Operator grants a like lien 

and security interest to the Non-Operators to secure payment ofOpcrator's proportionate share of expense.

If any party (ails or is unable to pay ils share of expense within sixty (60) days oiler rendition of a statement therefor by 
Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that 
the interest of each such party bears to the intcesl of all such parties. Each party so paying its share of the unpaid amount shall, to obtain 

reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph.

C Payments and Accounting:

Excqrt 85 herein otherwise specifically provided, Operator shaB promptly pay and discharge expenses incurred in the development 
and operation of the Contract Area purstant to this agreemax and shall charge each of the parties hereto with their respective propor­
tionate stares upon the expense bass provided in Exhibit “C”. Opoaicr shall keep an accurate record of the jomt account hereunder, 

showing expenses incurred and charges and credits made and received.

Operator, at its deaion, shill have (he right from time to time to demand and receive from the oths parlies payment in advance 
of (heir respective shares of the estimated amount of (be expense to be incurred in operations hereunder daring the next succeeding 
month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together 

with an invoice for its share thereof. Each such statement and invoice ftr the payment in advance of estimated expoise shall be srtmklcd 
oo or before the 20th day of the next Receding month. Each party stall pay to Operator its proportionate share of such cfliraa* within 
fifteen (15) days after such esrinate and invoice is received. If any party fails to pey its share of said estitmte withiu aid time, the amount 

due shall bear interest as provided in Exhibit “C until paid. Proper edjurtroem shall be made monthly between advances and actual ex- 

pensc to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more.

D. Limitation of Expenditures:

I. Drill or Deepen- Without the consent of all parties, no wdl shall be drilled or deepened except any wdl drilled or deepened 

pursuant to the provisions of Article VI.B2. of (his agreement Consent to the drilling or deepening stall include:

-9-
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ARTICLE VII 
continued

1 □ 2ajgnJjP.-L All necessary expenditures for (be driBing or deepening. teaing. completing end equipping of the wdL including

2 necessary tankage aod'or surface facilities.

3
4 2 Option No. 2: All necessary expenditures for the drilling cr deepening ad testing of (he well. When such well has reached its

5 authorized depth, and all tests have been completed, and the results thereof furnished to lie parties. Operator chad give immediate notice

6 to the Non-Operators who have the right to penietpale in the compldion costs. The parties receiving such notice shall have forty-eight
7 (48) hours (ezchujvc of Saturday, Sunday and legal holidays) w which to clcet to particirstc in the setting ofcasing and the completion at-

8 tempi. Such election, when made, shall include consort to all necessary expenditures for die completing and equipping of such wdl, m-

9 chiding necessary tankage andfor surface facilities. Failure of any parly receiving such notice to reply within die period above fixed shall

10 constitute an dectioo by that pony not to participate in the cost of the completion attempt If one or more, but less than all of the parties,

11 elect to set pipe and to attempt a completion, the provisions of Article Vt.B.2. hereof (the phrase "reworking, deepening or pluggirg

12 back" as contained in Article VI.B.2. shall be deemed to include “completing”) shall apply to the operations thereafter by less
13 than alt parties.

14

15 2. Rework or Plot Back: Without the consent of all parties, no wdl dull be rewoited or plugged back except a wdl reworked or
16 plugged hack pursuant to the provisitns of Article V1.B2. of this agreement Consent to the reworking or plugging back of a well shall
17 include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage

18 and'or surface facilities.

19
20 3. Other Operations: Without the consent of all parties. Operator shall not undertake any single project reasonably estimated
21 to require an expenditure in excess oftwentv-flvo thousandDollara (525.000.00)
22 except in connection with a wdl, the drilling, reworking, deepening, completing, recompiling, or plugging back of which las been

23 previously authorized by or pursuant to Ibis agreement: provided, however, that, in case of explosion, fire, flood or other sudden

24 emergency, wheths1 of die mine or different nature, Operator may take such steps and incur such expenses as in its opinion are required 

23 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other

26 parties If Operator prepares an authority for expenditure (AFE) for its own use. Operator shall furnish any Non-Operator so requesting

27 an information copy thereof for any single project costing in excess of___________________ fifteen thousand

28 Dollars II 15.006.00 ) but less than tbe amount lira set forth above in this paragraph.

29
30 E. Rentals, Shut-In Wdl Payments and Minimum Royalties;
31

32 Rentals, shut-in wdl payments and minimum royalties which may be required under the terms of any lease shall be paid by the
33 party or parties who subjected such lease to this agreement at its or thrir expense. In the event two or more panics own and have con-

34 tribuied interests in the same lose to this agreement, such parties may designate one of such parties to make said payments for oral on 
3$ behalf of all such panics. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In tlte event of

36 faikire to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-

37 meat is required to coalinao the I at sc in farce, any km which results from such non-payment shall be borne in accordance with the pro-

38 visions of Article I V.B.2.

39
40 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production
41 ofa producing gas wdl, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by

42 circumstances, prior to taking such action, but assumes no liability for failure to do so. In die event of failure by Operator to so notify
43 Non-Opeator, (he loss of an)’ lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payment

44 shall be borne jointly by the parties hereto under (be provisions of Article IV.BJ.

45
46 V. Taxes:

47
48 Beginning with the first calendar year after the effective dale hereof. Operates shall render for ad valorem taxation all property

49 subject to this agreement which by low should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they
50 become delinquent Pnor to the rendition date, rach Non-Operator shall furnish Operator information as to burdens (to include, but not
51 be limited to. royalties, overridin.t royalties and production payments) on leases and oil and gas interests contributed by such Non-
52 Operator. If the assessed valuation nf any leasehold estate is reduced by reason of its being subject to outgandkg excess royalties, over-
53 riding royalties or production payments, the redaction in ad valorem lues resulting therefrom shall inure to (he benefit of (he owner or

54 owners of such leasehold estate, anc Operator shall adjust (he dmrgc to sudi owner or owners so as to reflect (he benefit of such reduc-
55 tian. If the ad valorem taxes are based in whole or in port upon separate vahntams of each party's working interest, (hen notwithstanding
56 anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax

57 value generated by each party’s working imtxest Opaator shall bill the other parties for their proportionate shares of all tax payments in

58 the manner provided in Exhibit “C".

59
60 If Operator considers >ny tax assessment improper. Operator may, at hs discretion, protest witixn the time and manner
61 prescribed by law, and prosecute (be prottst to a final daennutation, unless ail ptnies agree to abandon the protest prior to final deter-

62 nunation. During the pendency of administrative cr judicial proceedings. Opaator nay elect to pay, under protest, all such taxes and aay

63 interest end penalty. When any such protested assessment shall have beta family determined, Operator shall pay (be tax for the joiot ac-
64 count, together with any interest and penally teemed, and the total cos shall then be assessed agxins the ptnies. end be paid by them, ws

65 provided in Exhibit "C”.

66
67 Each party shall pxy or cause to be paid <41 production, severance, excise, gathering and olha axes inposed upon or with respect

68 to the production or handling of such party's short of o3 and/or gas produced under the terms of this ipeemeaL

69

70
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G. Intimate:

Al all limes white operations an conducted hereunder. Operator shall comply with the workmen's compensation law of 
the state where the operations are hang coodncteefc provided, howcwr, that Operator may be a self-insurer far liability under said com­
pensation bws in which event the only charge that stall be made to the joiot account shall be as provided in Exhibit “C". Opoator shall 
also carry or provide insurance for the bcnelH of the joint account of the parlies os outlined in Exhibit ’’D", attached to and made a pan 

hereof. Operator shad icquse all contractors engaged in work on or for the Contract Area to comply with the workmen’s compensation 

bw of Ihe state where the opoatiofU are being conducted and to maintain such other insurance os Operator may require.

In the event automobile public liability insurance is specified in said Exhibit "D", or subsequently receives the approval of the 
parlies, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive equipment.

ARTICLE VIII.

ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Sarrcndcr of Leases:

The lenses covered by this agreement, insofar as they embrace acreage in (lie Contract Area, shall not be surrendered » whole 

or in pan unless all parties consent thereto.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and Ihe other ponies do not 

agree or consent thermo, the certy desiring to surrender shall assign, without express or implied warranty of title, all of ilS ini (rest in 
such lease, or portion thereof and any wefl, material and equipment which may be located (hereon and any rights in production 

(hereafter secured, to the parties not consenting to such surrender. If the interest of (lie assigning patty is or includes on oil and gas in­

terest, the assigning party shall execute and deliver to the party or parties not consorting to such surrender an oil and gas lease covering 

such oil and gas interesi fora term of one (I) year and so long (hereafter as oil aruVor gas is produced from (1te land corned thereby, such 

lease to be on the form al&ched hocto as Exhibit “B". Upon such assignment or lease, the assigning party shall be rdieved from all 

obligations lit ereader accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well 

attributable thereto, and the assigning party shall have no further aloes in the assigned or leased premises and its equipment and pro­
duction other that the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to die 

pnrty assignor or lessor the reasonable salvage value of the latter's interest in any wells end equipment attributable to (he assigned or lets- 

ed Mreaga. The value of all nairnal shall be determined in accordance with the provisions of Exhibit “C“. less die estimated cost of 
salvaging and the estimated cost of pfu^ing end abandoning- If Ihe assignment or lease is in favor of more than one pony, the interest 

shall be shared by such panics in the pro portions that the interest of each bears to the total interest of all such parties.

Any assignment, lease or surrender made undo this provision shall not reduce or change the assignor's, lessor's or surrendering 

party’s iracrefl as it was immediately before Ihe assignment, lease or sunratder in Ihe balance of the Contract Area; and the acreage 
assigned, leased or surrendered, and subsesptent operations thereon, shall not thereafter be subject to the terms and provisions of this 

agreement.

B. Renewal or Extension of Laases:

If any party secures a renewal of any oil and gas lease subject to this agreement, all other parties shall be notified promptly, and 

shall love the right for a period of thirty (30) days following reedpt of such notice in which to elect to participate in the ownership of the 
renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it liter several proper pro­
portionate share* of the acquisition cost allocated to that part of such lease within Ihe Contract Area, which shall be in proportion to the 

interests held at that lime by the parties in (he Contract Area.

If some, but less ttan all. of the parties elect to participate in the pwchase of a renewal lease, h shall be owned by the parties 
who elect to participate therein, in a ratio based upon Ihe relationship of their respective percentage of participation in the Contract Area 

to the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such renewal tease. 
Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement.

Each party who participates Hi the purchase of a renewal lease dtall be given an areipimeot'7* oFits proportionate interest rdn 

by the acquiring party.

The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring tease 
or cover only a portion of Us area or an interest therein. Any renewal tease taken before the expiration of hs predecessor lease, or taken or 

contracted for within six (6) months alto the expiration of the existing tease shall be subject to this provision; but any lease taken or con­
tracted for more itart six (6) months alter the expiration of an existing tease shall not be deemed a renewal base and shall not be subject to 

the provisions of this agreemsit.

The provisions in ihb Article shall also be applicable to extensions of oil and gas leases.

C Acreage#*-CashCantrifcutions:

While this apeerasrt is in force, if any party contracts for a contribution of cash towards Ihe drilling of a wdl or any other 

operation on the Contract Area, such contribution shall be paid to the party who conducted Ihe (hilling or other operation end dtall be 

applied by it against the cost of such (billing or other operation. If the contribution be fat Ihe form of acreage, the party to whom the con­
tribution is made stall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the proportions
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ARTICLE VIII 

continued

J said Drilling Panics shared (he cod oftbilling Ute well. Such acreage shall become a separate Contract Area and, to the extent possible, be

2 governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any acreage or cuh contributions

3 it may ofaain ifl support of any well or any other operation on the Contract Arm. The above provisions shall also be applicable to op-
4 tional rights to cam acreage outside the Contract Area which are in support ofa well drilled inside the Contract Arm.
5

6 If any party contracts for any considcncien rotating to disposition of such party’s share of substances produced hereunder, such
7 consideration shall not be deemed a contribution as contemplated in (his Article V1II.C

8

9 D. Maintenance of Uniform Interests:
10

11 For the purpose of notntatrang uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no

12 party shall sell, encumber, transfer or moke other disposition of its interest in the leases embraced within the Contract Arm and in wells.
13 ctpiiproau end production unless such disposition covers either

14
15 I. the entire inttsest ofthc party in all leases and equipment and production; or

16
17 2. an equal undivided interest in all leases and equipment and production in the Contract Area.

18
19 Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement

20 and shall be mad* without prqudicc to the right of the other parties.

21
22 !f, at any (!“•* the sstses: of say party is divided among and owned by four or more co-owncrs. Operator, at its discretion, nay

23 require such co-dwncrs to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for
24 and approve and pay such puny's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such

25 party’s interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right to enter
26 into end execuic >11 contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract

27 Arm and dtey shall have (he right to receive, separately, payment of (he rale proceeds thereof.

28
29 E. Waiver of Rights to Partition:

30
31 If permitted by die laws of the state or states in which the property covered hereby is located, each party hereto owning an

32 undivided interes< in (he Contract Area waives any and all rights it may have to parlilion and have set aside to it in severalty its undivided

33 interest therein.

34
35 F. Preferential RigM *■ Purehnsei

36
37 ------ SfcruM any party desire to sell all or any pan ef its imwasu under this agraanmih m its- righfo and interests in the Centre*

38 Area, it shall promptly give written nMire to lha ether partirs. with lull information remaning ils prapwd ml% wfcieh shall itufadethe

39 nema and eddrrel nf lha pftspeiti"! pwrvtirr (■■'ho nan hr reatlyt willing and ablr to purrltaseh-th* purehase priti, anil all alhta mini
40 ofrthe-efler. Tin ether parties shall then havr an eptienal priar right) far ■ prried ef ten (10) days atlw rreeipt afthe noti—i la purahase 

4] ea-thfr same-war* —d aeniBtiawt tha a*«rea whitii llw Oliver party pvapeiei teeelh mid. if this optimal right ir amreienl! dn purrhas

42 mg pwtite shall-shara tha purahasad iwtwmt in iha proportions lift tha imreest ef aaali bean to lha trial interest ef all purehreiag pm

43 tira. Uaweson-tltora shall be ne prefer ml ial right la purehair in iheawruaw whare any party wirUte ta inartgage-iis-imertstfc «r la

44 dispeooofits im»tste by mwgwi rier-aBimicat eewrelidatiem or rale ef all av eubstantially ell of its easels taw rehaidiary evpreara rwi
45 pany outre wbaidiMy ef* paraat-amapaayi er la any company in vdiirli any owe party awns a majority of liar stork

46
47 ARTICLE IX.

48 INTERNAL REVENUE CODE ELECTION

49
50 This agreed** is not iniaidcd to create, and shall not be construed to creme, a relationship of ptutnoship or an association

51 for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several
52 and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax

53 purposes, this agrccmoa and the operations hereunder are regarded as a partnership, each parly hereby affected elects to be excluded
54 from (he application of all of the provisions of Subchapw “1C, Chape a- I. Subtitle “A”, of (fie Intern! Revenue Code of 1954, as per-

55 rntlcd and authorized by Section 761 of the Code and (he regulations promulgated ihcrcnndcr. Operator it authorized and directed to ex-
56 scute on behalf of each party hereby affected such evidence of this elect bn os may be required by the Secretary of tfce Treasury of the
57 United States or (he Federal Intcnst Revenue Service, including specifically, but not by way of limttalioa, all of (he returns, statements,

58 and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give farther
59 evidence of (his election, each such pony shall execute such documents and furnish such other evidmee as may be required by (he
60 Federal faunal Revenue Service or as may be necessary to evidence this elect bo. No uch party shall give any notices or cake any other

61 action inconsistent with the election made haeby. If any present or future income lax laws of (he state or states in which the Contract

62 Area is located or any futare income Ux laws of the United States contain provisions similar to those in Subchaptcr “K", Chapter I.

63 Subtitle "A", of the Internal Revenue Code of 1954. under which an election similar to that provided by Section 761 of the Code is per-
64 netted, each party hereby affected doll traite such election as may be painitted or required by such laws. In malting the foregoing elec-

65 lion, each such party states that the income derived by such party fawn operations bettuudu can be adequately determined without the

66 computation of partnership taxable income

67
68

69
70
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ARTICLE X.

CLAIMS AND LAWSUITS

Operator may setlle any single uninsured third porry tbmoge claim or suit arising from operations hereunder if the expenditure 

doer not exceed lift—" «vd Dollars
(S18.000.00) and if the payment istn complete settlement of such claim or suit. If the amount required for settlement ex­

ceeds the above amount, the parties hereto ritall assume and take over the further handling of the claim or suit, unless such authority is 
delegated to Operator. Ail costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex* 

poise of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is 

sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights given 

Operator by this agreement, such party shall inunedistdy notify all other panics, and the claim or suit shall be treated as any other claim 

or suit involving operations hereunder.

ARTICLE XI.

FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to cany out its obligations under this agreement, other than 

the obligation to make money payments, that party shall give to all other parties prompt written notice of the force majeure with 
reasonably full particulars concerning it; thocupon, the obligations of the party giving the notice, so far as they arc affected by the force 
mqeurc, shall be suspending during, but no longer than, the continuance of the force majeure. The affected parly shall use all reasonable 

diligence to remove the force majeure situation as quickly as practicable.

The requirement (hat any force majeure shall be remedied with all reasonable dispatch shall not require (he sdllement of strikes, 

lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall be entirely 

widtin the discretion of the party concerned.

The tom '‘force majeure”. as here employed, shall mean an act of God, str&c, lockout, or other industrial dishahnucc, act of 
the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint 
or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is 

not reasonably within the control of the party claiming suspension.

ARTICLE XII.
NOTICES

All notices authorized or required between the partis and required by any of the provisions of this agreement, unless otherwise 
specifically provided, shall be given in writing by imil or telegram, postage or charges prepaid, or by telex or telecopier and addressed to 

the parties to whom the notice is given at (be adekessa listed on Exhibit “A”. The origtraling notice given under any provision hereof 

shall be deemed given only whoi received by the pony to whom such notice is directed, end the time far such party to give any notice in 
response thrado shall run from (he date the originating notice is received. The second or any responsive notice shall be deemed given 

when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sen by telex or telecopier. Each pany 
shall have the right to change its address at any lime, and (torn time to time, by giving written notice thereof to all txher parlies.

ARTICLE XIII.
TERM OF AGREEMENT

This agreement shall remain m full force and effect as to the oil and gas leases and/or oil and gas interests subject hereto for the 

period of time selected bdow: provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any 

lease or oil and gas interest contribtacd by any other party beyond the term ofthis agreement.

□ Oaiion No. 1: So long is any of the oil and gas leases subject to this agreement remain or are continued in force as to any pan 
of (he Contract Area, whether by production, extension, renewal, or otherwise.

0 Onion No. 2: In the event the welt described in Article VI.A, or any subsequent wdl drilled under any provision of this 

agreement, results in production of oil and/or gas in paying quantities, this agreement shell continue in farce » long as any such well or 
wdls produce, a are capable of production, and for an additional period of 180 tfavs from cessation ofoll production; provided,
however, if. prior to the expiration of sudt additional period one or more of (he parties hereto are engaged in (billing, reworking, deepen­

ing. plugging har.lr, testing or attempting to complete a wdl or wdls hereunder, this agreement shall continue in force until such opera­

tions lave been completed and if production results therefrom, this ngreanatt shall continue in force as provided herein. In the event the 
wdl described in Article VI.A., or any subsequent well drilled hereunder, results in a diy hole, and no other wdl is producing, or capable 
of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging bock or rework­

ing operations are commenced within 180 days from the date of abandonment of said wdl.

It is agreed, however, that the tentuMlion of this agreement shall not relieve any party hereto from any liability which lias 

accrued or attached prior to the date of such termination.

- 13-
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1 ARTICLE XJV.
2 COMPLIANCE WITH LAWS AND REGULATIONS

3

4 A. Laws, RcgdsHonj and Orders:

5
6 This agreement shall be subject to the conservation laws of (he state in which the Contract Area is located, to the valid rales.

7 regulations, and orders of any duly constituted regulatory body of said state; and to ail other applicable federal, state, and local laws, or-

8 dinanco, rales, regulations, sod orders.
9

10 B. Governing Law:

11

12 This agreemet* and all marten pertaining hereto, including, but not limited to, matters of performance, non-perionraace, breach,

13 remedies, proccthtrcs, rights, duties, and interpretation or construction, shall be governed end determined by the law of the Slate in which

the Contract Area is located. If the Contract Area is in two or more stales, die taw of the state of New Mexico

15 dull govern.

16

17 C. Regulatory Agencies:

18
19
2d

21

22
23
24 
23 

26

27
28

29

30
31
32
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Nothing herein contained shall grant, or be construed to pant. Operator the right or authority to waive or release any rights, 
privileges, or obligations which NonOperators may have under federal or state laws ct under rules, regulations or ados pronulgated 

under sock bwj m reference to oil. gas and oinaal operations, including the location, operation, or production of wells. OB S^!5 AfftPi. 
ringer adjacent to the Contract Area.

With respect to operations hereunder. Non-Operators opec to release Operator from any and all losses, damages, injuries, claims 

and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation or application of rules, 

rulings, repjiatiofts or orders of the Department of Energy or predecessor or successor agencies to die extent such interpraaiion or ap­
plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non* 

Opoator's share of protection that Operator may be required to refirad, rebate or pay as a result of such aa incorrect interpretation or 

application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application.

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser 
of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the “Crude Oil WbdfaD Profit Tax Act 
of 1930*, as same ray be amended from time to time ("Act"), and any valid regulations or rules which ray be issued ty the Treasury 

Department from lime to lime pursuant to said Act. Each party hereto agrees to furnish any and oil certifications or other infanta lion 
which is required to be furnished by said Aa in a timdy manner and insufficient detail to pemrit compliance with said /tel.

ARTICLE XV.
OTHER PROVISIONS

A. Priority of Operations

Notwithstanding anything herein to the contrary, K is agreed that when a wall drilled under the terms of this 
Agreement shall have been drilled to the objective formation or depth and the parties participating in the writ 
cannot mutually agree upon the sequence and timing of further operations regarding said wall, the proposals shall 
bs considered tn tna following order

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

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

3. A proposal to deepen said wall In ordar to attempt a completion below the objective formation (If there la 
more than on* proposal to deepen, the proposals shall be considered in descending ordar);

4. A proposal to sidetrack the well; and

5. A proposal to plug and abandon the wall.

B. Notwithstanding any other provisions herein, if during the term of this agreement a well is required to be drilled, 
deepened, reworked, plugged back, sidetracked, or recompleted, or any other operation that may be required In 
order to (1) continue a lease or leasee in force end effect or (2) maintain a unitized area or any portion thereof in 
force and effect or (3) earn or preserve and interest in end to oil and/or gas and other minerals which msy be 
owned by a third party or which, foiling In such operation, may revert to a third party, or, (4) comply with an order 
Issued by a regulatory body having jurisdiction in the premises, falling in which certain rights would terminate, the 
following shall apply. Should less than all parties hereto elect to participate and pay their proportionate pert of 
the costs to bs Incurred in such operation, those parties desiring to participate shall have the right to do so at 
their sole cost, risk, end expanse. Promptly foOowiog the conclusion of such operation, each of those parties not 
participating agree to execute and deliver an appropriate assignment to the total interest of each non-participating 
party in end to the lease, leasee, or rights, UHlTED TO THE SRO UNIT DEPTHS, which would have terminated or 
which otherwise may have been preserved by virtue of such operation, and In and to the lease, losses, or rights, 
UtUfTED TO THE SRO UNIT DEPTHS, wWtln the bBlancs of the drilling unit upon which the well was drilled, 
excepting, however, welts therefore comptetsd and capable of producing in paying quantities. Such assignment 
shell be delivered to the participating parties in the proportion that they bore the expense attributable to the non- 
peitldpating parties' Interest For the purposes of defining a required operation under this provision, such 
operation wM be daonud required if proposed within thirteen (13) months prior (o the data such rights would 
terminate.

C. This Operating Agreement dated May 8,2009 supersedes and replaces wry current Operating Agreement covering 
the contract area.

69

70
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1 ARTICLEXVI.
2 MISCELLANEOUS
3

4 This ogreemoit shall he binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees.
5 legal representatives, atreewoes and assigns.

6
This inrtrumea may be executed in any number of counterparts, each of which shall be considered an original lor all purposes.7
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IN WITNESS WHEREOF, this agreement shall be effective as of. 8th day of. Mav .(year) 2009

OPERATOR

MARBOB ENERGY CORPORATION

YnM*,

K2>

PITCH ENERGY CORPORATION

'fLf 'niDJL,
YATES PETROLEUM CORPORATION

YATES DRILLING COMPANY

MYCO INDUSTRIES, INC.

NEARBURG EXPLORATION COMPANY, LLC

DEVON ENERGY PRODUCTION COMPANY LP

NON-OPERATORS

THE ALLAR COMPANY

EG3, INC

ABO PETROLEUM CORPORATION

CHESAPEAKE EXPLORATION. LLC

LEGEND NATURAL GAS III L.P.

-15-



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 ofEddy, 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 successors in interest.

EXECUTED this 29th day of June. 20 09 

TRACT(S) See attached Exhibit “B”

YATES PETROLEUM CORPORATION

Rv:
John Abates, Jr., Attontfy-in-Fac,

MYCO INDUSTRIES, INC.

Sharon Snowden, Attomey-in-Fact

YATES DRILLING COMPANY

By: S „

Peytoyf Yates/A

ABO PETROLEUM CORPORATION
Bv: l

John Abates, Jr.. Atlomey4n-Fact y

r

Address: 105 South Fourth Street
Artesia. NM 88210

ACKNOWLEDGMENT
STATE OF NEW MEXICO )

) ss.
COUNTY OF EDDY )

This instrument was acknowledged before me this 9dt-h davof inn» 2009, by John A. Yates, Jr., 
Attorney-in-Fact of Yates Petroleum Corporation, and of Abo Petroleum Corporation, New Mexico corporations, on

g,f«W4ttl8sajons- SJ , n
y.

HOBUtT nnucnxn or «W f«XKO Notary Public

f'l*' OS

s?<JL

STATE OF NEW MEXICO )
) ss.

COUNTY OF EDDY )
This instrument was acknowledged before me this 2 9th davof June 2009. by Peyton Yates, 

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

OFFICIAL SEAL

(Sow roaucuiin or «w «nco

stat^W^^tTexTco * ’l7')”dS

) SS.

COUNTY OF EDDY )
This instrument was acknowledged before me this 

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

Notorv Public

29th day of June 2009, by Sharon Snowden,

OmOALSBAL

HOTUnr TOSUC-TOOT or nbw mxxico

My ccn^Kfen 1F " n ?

(7_

Notary Public^



A.A.P.L. FORA . MODEL FORM OPERATING AGREEMENT -

1 ARTICLE xvi.
1 MISCELLANEOUS

1
4 nil ipnsnes tell be Bainf upon «d ten ismt le the benefit of ike pania heme tad to IM wetmdee hen, denecee,
5 lepel repraatau'oo. mrnm tod tetipa.

Tldl IralnmeM ngr be eeeeud it eey Hunter oftontcpem. eeeh ef which tell be centidsMHwlfeteJ Heel pvpoeee.

IN WITNESS WHEREOF, ibnegegeent tell beelfcaietet of «h fay of Mev , (y^ 19W

OPERATOR

MARS08 ENERGY CORPORATE)*

ynJUL.

pitch enirgy corporation the allar company

j tnM,

YATES rrrROLEUM CORPORATION

»
» YATES DRILLINGCOMPANY

NON.OPERATORS

THE ALLAH CC

7
Ed, I

AOO PETROLEUM CORPORATION

M
J7
]| MYCO INDUSTRIES, INC.

3»
40
41
” NEARBUftC EXPLORATION COMPANY, LLC

CHESAPEAXE EXPLORATION, LLC

LEGEND NATURAL CAS III UP.

44 DEVON ENERCY PROOUCnON COMPANYLP

-U-
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OPERATOR

MM80* (MM0Y CORPORATOR

'fUy YnML. •f*2>

PITCH ENERGY CORPORATION

iLy. yyiQJL.

a TA*fj TETRCLEvn CORPORA?

NON-OPERATORS

THE ALLAR COMPANY

~|CP

33 YATES DRILLING COMPANY AbO PETROLEUM CORPORATION

n
J| HTCO IHtbUSTRIES. INC.

Chesapaake Exploration, L-Lplf 
An Oklahoma liip*«3jiotolljl>*damcariy

By:

. NEARfURC EXPLORATION COMPANY. LLC

Henry J Hood. SefibO^yice^ptfSaent -

Land and Leoal it GetwafCounsel_____________iff

LEGEND NATURAL CAS III l_P. V

47
„ DEVON ENERGY PRODUCTION COMPANY LP
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70
Jl ----------------------------------------------------- “

»
i)

S*

a
u
J7

>1
»»
«0
41

41
47

W
tb
n
M

«f
70



o o
EXHIBIT "A"

Attached to a made a part of that certain Joint Operating Agreement dated 
May 8, 2009, by and between Matbob Energy Corporation, as Operator, and Pitch Energy 

Corporation, etal, as Non-Operators.

i. CONTRACT AREA/DEPTH RESTRICTIONS:
Township 25 South. Range 28 East, N.M.P.M.
Section 32: E/2E/2 
Section 33: ALL 
Section 34: S/2

Township 26 South. Range 28 East. N.M.P.M.
ALL OP SECTIONS 3-4, 9-10, 15, 17, 20
Section 2: W/2
Section 5: W/2
Section 7: E/2
Section 8: E/2
Section 16: E/2E/2
Section 18: E/2
Containing 7,360 acres, more or less

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

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

Marbob Energy Corporation 19.477715%
P.0. 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 4th Street 
Artesia, NM 88210

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

My co industries, Inc 6.663396%
105 South 4* Street 
Artesia, NM 88210

The Ailar Company 20.162395%
P. 0. Box 1567 
Graham. TX 76450

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

TOTAL 100%

III. OIL AND GAS LEASES SUBJECT TO THE AGREEMENT: 
SEE ATTACHED EXHIBIT A-1



Exhibit A-l

TRACT NUMBER DESCRIPTION OF LANDS ACRES SERIAL NUMBER EXPIRATION BASIC ROYALTY LESSEE OF RECORD WORKING INTEREST OWNERS Wl Decimal Net Acres
DATE AND PERCENTAGE

TOWNSHIP 25 SOUTH. RANGE 28 EASI
1 Section 32: E/2E/2 160 VB-057S 8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 0.18322480 29.315968

ABO Petroleum Corp 0.04257430 6.811888
Yates Drilling Company 0.04257430 6.811888
MYCO Industries, Inc- 0.04257430 6.811888
Marbob Energy Corp 0.11959360 19.134976
Pitch Energy Corp 0.11959360 19.134976
Legend Natural Gas 0.2104S550 33.67288
Devon Energy Production Company LP 0.23940960 38.305536

2 Section 33: N/2 320 VB-0576 8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 0.18322480 58.631936
ABO Petroleum Corp 0.04257430 13.623776
Yates Drilling Company 0.04257430 13.623776
MYCO Industries, Inc. 0.04257430 13.623776
Marbob Energy Corp 0.11959360 38.269952
Pitch Energy Corp 0.119S9360 38.269952
Legend Natural Gas 0.21045550 67.34576
Devon Energy Production Company LP 0.23940960 76.611072

3 Section 33: S/2 320 VB-0569 8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 0.18322480 58.631936
AElO Petroleum Corp 0.042S7430 13.623776
Yates Drilling Company 0.04257430 13.623776
MYCO Industries, Inc. 0.04257430 13.623776
Marbob Energy Corp 0.11959360 38.2699S2
Pitch Energy Corp 0.11959360 38.269952
Legend Natural Gas 0.21045550 67.34576
Devon Energy Production Company LP 0.23940960 76.611072

O

o



Section 34: S/2

TOWNSHIP 26 SOUTH. RANGE2i EAST 

Section 2: W/2

Section 3: E/2

Section 3: W/2

V-7085 7/1/2009 - Prod

VB-0694 7/1/2010

V-7438 7/1/2010

V-7461 7/1/2010

320

320

320

320

Exhibit A*1

0.16667

0.187S

0.16667

0.16667

MARBOB ENERGY CORPORATION Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417584
Yates Petroleum Corp. 0.07554945 24.175824
ABO Petroleum Corp 0.07554945 24.175824
Yates Drilling Company 0.07554945 24.175824
MYCO industries, Inc. 0.07554945 24.175824
The Allar Company 0.30769230 98.461536

YATES PETROLEUM CORPORATION Marbob Energy Corp 0.19505495 62.417584
Pi tch Energy Corp 0.19505495 62.417584
Yates Petroleum Corp. 0.07554945 24.175824
ABO Petroleum Corp 0.07554945 24.175824
Yates Drilling Company 0.07554945 24.175824
MYCO Industries, Inc. 0.07554945 24.175824
The Allar Company 0.30769230 98.461536

The Allar Company Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417584
Yates Petroleum Corp. 0.07554945 24.175824
ABO Petroleum Corp 0.07554945 24.175824
Yates Drilling Company 0.07554945 24.175824
MYCO industries, Inc. 0.07554945 24.175824
The Allar Company 0.30769230 98.461536

Yates Petroleum Corporation Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417584
Yates Petroleum Corp. 0.07554945 24.175824
AEiO Petroleum Corp 0.07554945 24.175824
Yates Drilling Company 0.07554945 24.175824
MYCO Industries, Inc. 0.07554945 24.175824
The Allar Company 0.30769230 98.461536



Exhibit A-l

8 Section 4: E/2 320 V-7439 7/1/2010 0.16667 The Atlar Company Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417584
Yates Petroleum Corp. 0.07554945 24.175824
ABO Petroleum Corp 0.0755494S 24.175824
Yates Drilling Company 0.07554945 24.175824
MYCO Industries, Inc. 0.07554945 24.175824
The Allar Company 0.30769230 98.461536

9 Section 4: W/2 320 V-7462 7/1/2010 0.16667 Yates Petroleum Corporation Yates Petroleum Corp. 0.18322480 58.631936
ABO Petroleum Corp 0.04257430 13.623776
Yates Drilling Company 0.04257430 13.623776
MYCO Industries, Inc. 0.04257430 13.623776
Marbob Energy Corp 0.11959360 38.269952
Pitch Energy Corp 0.11959360 38.269952
Legend Natural Gas 0.21045550 67.34576
Devon Energy Production Company LP 0.23940960 76.611072

10 Section 5: E/2 320 V-7440 7/1/2010 0.16667 Legend Natural Gas III LP Yates Petroleum Corp. 0.18322480 58.631936
UNCOMMITTED ABO Petroleum Corp 0.04257430 13.623776

Yates Drilling Company 0.04257430 13.623776
MYCO Industries, Inc. 0.04257430 13.623776
Marbob Energy Corp 0.11959360 38.269952
Pitch Energy Corp 0.11959360 38.269952
Legend Natural Gas 0.21045550 67.34576
Devon Energy Production Company LP 0.23940960 76.611072

11 Section 5: W/2 320 V-7463 7/1/2010 0.16667 Yates Petroleum Corporation Yates Petroleum Corp. 0.18322480 58.631936
ABO Petroleum Corp 0.04257430 13.623776
Yates Drilling Company 0.04257430 13.623776
MYCO Industries, Inc. 0.04257430 13.623776
Marbob Energy Corp 0.11959360 38.269952
Pitch Energy Corp 0.11959360 38.269952
Legend Natural Gas 0.21045550 67.34576
Devon Energy Production Company LP 0.23940960 76.611072



12 Section 6: E/2 
UNCOMMITTED

320 V-7441 7/1/2010

13 Section 7: E/2 320 V-7465

14 Section 8: W/2 
UNCOMMITTED

320 V-7443

7/1/2010

7/1/2010

Exhibit A-l

0.16667

0.16667

0.16667

Legend Natural Gas III LP Yates Petroleum Corp. 0.18322480 58.631936
ABO Petroleum Corp 0.04257430 13.623776
Yates Drilling Company 0.04257430 13.623776
MYCO Industries, Inc. 0.04257430 13.623776
Marbob Energy Corp 0.11959360 38.269952
Pitch Energy Corp 0,11959360 38.269952

Legend Natural Gas 0.21045550 67.34576
Devon Energy Production Company LP 0.23940960 76.611072

Yates Petroleum Corporation Yates Petroleum Corp. 0.18322480 58.631936
ABO Petroleum Corp 0.04257430 13.623776
Yates Drilling Company 0.04257430 13.623776

MYCO Industries, Inc. 0.04257430 13.623776

Marbob Energy Corp 0.11959360 38.269952

Pitch Energy Corp 0.11959360 38.269952

Legend Natural Gas 0.21045550 67.34576

Devon Energy Production Company LP 0.23940960 76.611072

Legend Natural Gas III LP Yates Petroleum Corp. 0.18322480 58.631936
ABO Petroleum Corp 0.04257430 13.623776
Yates Drilling Company 0.04257430 13.623776

MYCO Industries, Inc. 0.04257430 13.623776

Marbob Energy Corp 0.11959360 38.2699S2

Pitch Energy Corp 0.11959360 38.269952
Legend Natural Gas 0.21045550 67.34576
Devon Energy Production Company IP 0.23940960 76.611072

O
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Section 8: E/2

Section 9: W/2

Section 9: E/2

Section 10: W/2

V-7466 7/1/2010

V-7444 7/1/2010- Prod

V-7467 7/1/2010 - Prod

VB-0677 7/1/2010

320

320

320

320

Exhibit A-l

0.16667

0.16667

0.16667

0.1875

Marbob Energy Corporation Yates Petroleum Corp. 0.18322480 58.631936
ABO Petroleum Corp 0.04257430 13.623776
Yates Drilling Company 0.04257430 13.623776
MYCO Industries, Inc. 0.04257430 13.623776
Marbob Energy Corp 0.11959360 38.269952
Pitch Energy Corp 0.11959360 38.269952
Legend Natural Gas 0.21045550 67.34576
Devon Energy Production Company LP 0.23940960 76.611072

The Allar Company Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417584
Yates Petroleum Corp. 0.07554945 24.175824
ABO Petroleum Corp 0.07554945 24.175824
Yates Drilling Company 0.07554945 24.175824
MYCO Industries, Inc. 0.07554945 24.175824
The Allar Company 0.30769230 98.461536

Yates Petroleum Corporation Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417584
Yates Petroleum Corp. 0.07554945 24.175824
ABO Petroleum Corp 0.07554945 24.175824
Yates Drilling Company 0.07554945 24.175824
MYCO Industries, Inc. 0.07554945 24.175824
The Allar Company 0.30769230 98.461536

The Allar Company Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417584
Yates Petroleum Corp. 0.07554945 24.175824
ABO Petroleum Corp 0.07554945 24.175824
Yates Drilling Company 0.07554945 24.175824
MYCO Industries, Inc. 0.075S4945 24.175824
The Allar Company 0.30769230 98.461536



Section 10: E/2

Section IS: E/2

Section 15: W/2

Section 16: E/2E/2

Section 17: E/2

VB-0695 7/1/2010

V-7445 7/1/2010

V-7468 7/1/2010

V-7446 7/1/2010

V-7447 7/1/2010

320

320

320

160

320

Exhibit A-l

0.1875 Yates Petroleum Corporation Marbob Energy Corp 0.19505495 62.417584

Pitch Energy Corp 0.19505495 62.417584

Yates Petroleum Corp. 0.07554945 24.175824

ABO Petroleum Corp 0.07554945 24.175824

Yates Drilling Company 0.07554945 24.175824

MYCO Industries, Inc. 0.07554945 24.175824

The Allar Company 0.30769230 98.461536

0.16667 The Allar Company Marbob Energy Corp 0.19505495 62.417584

Pitch Energy Corp 0.19505495 62.417584
Yates Petroleum Corp. 0.07554945 24.175824

ABO Petroleum Corp 0.07554945 24.175824

Yates Drilling Company 0.07S54945 24.175824
MYCO Industries, Inc. 0.07554945 24.175824

The Altar Company 0.30769230 98.461536

0.16667 Yates Petroleum Corporation Marbob Energy Corp 0.19505495 62.417584

Pitch Energy Corp 0.19505495 62.417584

Yates Petroleum Corp. 0.07554945 24.175824

ABO Petroleum Corp 0.07554945 24.175824
Yates Drilling Company 0.07554945 24.175824
MYCO Industries, Inc. 0.07554945 24.175824
The Allar Company 0.30769230 98.461S36

0.16667 The Allar Company Marbob Energy Corp 0.19505495 31.208792
Pitch Energy Corp 0.19505495 31.208792

Yates Petroleum Corp. 0.07554945 12.087912

ABO Petroleum Corp 0.07554945 12.087912

Yates Drilling Company 0.07554945 12.087912

MYCO Industries, Inc. 0.07554945 12.087912
The Allar Company 0.30769230 49.230768

0.16667 Chesapeake Exploration LP Chesapeake Exploration Limited Partnership 1,00000000 320



24 Section 17: W/2 320 V-7470 7/1/2010

25 Section 18: E/2 320 V-7448 7/1/2010

26 Section 20: W/2 320 V-7450 7/1/2010

27 Section 20: E/2 320 V-7473 7/1/2010

Exhibit A-l

0.16667 Yates Petroleum Corporation Yates Petroleum Corp. 0.35000000 112
A80 Petroleum Corp 0.05000000 16
Yates Drilling Company 0.05000000 16

MYCO Industries, Inc- 0.05000000 16
Marbob Energy Corp 0.50000000 160

0.16667 Chesapeake Exploration LP Chesapeake Exploration Limited Partnership 1.00000000 320

0.16667 Nearburg Exploration Company, uc Nearburg Exploration Company, Lie 1.00000000 320

0.16667 Marbob Energy Corporation Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417584
Yates Petroleum Corp. 0.07554945 24.175824
ABO Petroleum Corp 0.0755494S 24.175824
Yates Drilling Company 0.07554945 24.175824
MYCO Industries, Inc. 0.07554945 24.175824
The Allar Company 0.30769230 98.461536

O



Exhibit A-l

RECAPITULATION

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

100%

LEASE BASIS
TOTAL COMMITTED ACRES 7360
TOTAL UNCOMMITTED ACRES 960

TOTAL ACRES 8320

Marbob Energy Corp 0.18507511 1188.974488

Pitch Energy Corp 0.16016961 1028.974488

Yates Petroleum Corp. 0.12379680 795.305384

ABO Petroleum Corp 0.06331485 406.752344

Yates Drilling Company 0.06331485 406.752344

MYCO Industries, Inc. 0.06331485 406.752344

The Allar Company 0.19158086 1230.7692

Chesapeake Exploration LLC 0.09962205 640

Nearburg Exploration Company LLC 0.04981102 320

TOTAL 1.00000000 6424.280592

Nearburg ORI 0.00415092

O

Nearburg TA'd to all parties proportionately 

making new Wl:
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
Nearburg Exploration Company LLC

0.10484446

TOTAL 1.00000000
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THERE IS NO EXHIBIT “B” TO THIS DOCUMENT
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Attached (o 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, etaf, as Non-Operators.

ACCOUNTING PROCEDURE 
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Dcria'Mtoai

"Join Property" shall meat the real and personal property subject lo (he agreement to wttich this Accounting Procedare isattached.
“Joint Operations* shall mean all operations accessary or proper for the development, operation, protection and maintenance of the 

Joint Property.
'Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint Operations and which 

are to be shared by the Parties.
"Operator" shall nreaa the party designated to conduct the Joint Operations.

*NOG-OpcnHCf$" Bni the P&ltCS to l&SSgfSCSSft! WhCf Shfift (he Opgtaagf.

Tallies” shall mean Operator and Non-Operators
"Ftra Level Supervisors' shall mean those employees whose primary fund km in Joint Operations is the direct supervision of other 

employees and/or contract labor directly employed on the Joint Property in a Held operating capacity.
"Technical Employees’ stall mean those employees having special tad specific engineering, geological or other professional skills, 

and whose primary function in Joint Operations is the handling of specific operating conditions and problems for the benefit of the 

Joint Property.
Tcrsocal Expenses" shall mean travel and other reasonable rcimbursble expenses of Operator’s employees 

"Material' shall mean personal property, equipment or supplies acquired or held for use on the Joisl Property.
"Controllable Material" shaO mean Material which at the time is so classified in the Material Classification Manual os most 

recently recommended by the Council or Petroleum Accountants Societies.

2. Statement and BUIlop

Operator shall bill Non-Operators on or before the last day of coeh month to their proportionate share of the Joint Account for the 

preceding month. Such bilb will be accompanied by statements which identify the authority for expenditure, lease or facility, and alt 

charges and credits summarized by appropriate classifications of investment and expense except that items of Controllable Material 

and unusual charges and credits shall be separately identified and Hilly described hi detail

2. Advances and Payments by Non-Operators

A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their riiare of eaimated 
cash outlay to the succeeding month's operation within fifteen (15) days after receipt of the billing or by the GrA day of the mooth 
for which the advance is required, whiclicvcr is later. Operator shall adjist each monthly billing (0 reflect advances received tom 

the Non-Operators.

G. Each Non-Operaior shall pay its proportion of all bilb within fifteen (15) days after receipt If payment is not mode within such time, 
the unpaid balance stall bear interest moalblyat the prime rate in efleer or Chase Manhaiton Bank on the first day of the month 
in which delinquency occurs plus IS or the maximum contract rave permitted by the applicable usury lavra in the stale in which 
tte Join Property is located, whichever is the lesser, plus attorney's foes, court costs, aid other costs in connection with (he 

collection of unpaid amounts.

4. Adjustments

Payment of any rack bills shall oat prejudice the rigbt of any Non-Operator to protest or question the correctness ihereof, provided, 

however, all bids and statements rendered to Non-Operators by Operator during any calendar year shall conclusively be presumed to 
bo true and correct after twenty-four (24) months following the end of any such calendar year, unless within the said twenty-four (24) 
nxudb period a Non-Operator takes written exception thereto and makes claim on Operator to adjustment. No adjustment favorable 
to Operator be made unless it is mode within (he same prescribed period. Tbc provisions of this paragraph shall not prevent 

adjustments resulting tore a physical inventory ofControltoWe Material as provided for in Section V.

COPYRIGHT © 1985, 2004 by the Council of Petroleum Accountants Societies.
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I
5. Aoditf

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, rtell have the right to audit Operator's accounts 

and records rotating to the Joint Account for aay calendar year within the twenty-bar (24) month period following the end of 
neb calendar year, provided, however, the making of an audit shall not extend the time for the taking of written exception to and 

the adjustments of accounts as provided for ia Paragraph 4 ©T this Section L Where there are two or more Non-Operators, the 

Non-Operator* shall make every reasonable effort to conduct a joint audit ia a manner which win result io o trarummn of 

incoavcnicaec to the Operator. Operator shall bear no portion of the Non-Operators1 audit coa incurred trader this paragraph 

unless agreed to by the Operator. The audits dal! not be conducted note (ban once each yesx without prior approval at 
Operator, except upon the rcsigtackra or removal of the Operator, and shall be made at the expense of those Non-Operators 

approving soch audit.

B. The Operator stall reply in writing to at audit report within 180 days after receipt of such report.

Approval By Noo-Operalon

Where an approval or ether agreement of (be Parties or Non-Operators is expressly required under other sections of this 
Account big Procedure and if the agree pent to which this Accounting Procedure is attached contains no contrary provisions tn regard 

thereto. Operator shall notify all Non-Operators of the Operator's proposal, and the agree mem or approval of a majority in interest of rite 

Non-Operators shall be controlling on all Non-Operators.
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II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

Ecological and Environmental

Cobs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy 

environmental considerations applicable to the Join Operations. Such cods may include surveys of an ecological or archaeological 

nature and pollution control procedures as required by applicable laws and rcgulalioas.

Rentals and Royalties

Lease rentals and royalties peht by Operator for the Joint Operations.

Labor

A. (I) Salaries and wages of Operator’s field employees directly employed on (he Joint Property in the conduct of Jcant Operauons

(2) Salaries of first level Supervisors in the field.

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are excluded from 

(ho overhead rates.

(4) Solaria and wages of Technical Employees either temporarily or permanently assigned to ud directly employed in the 
operation or the Joist Property if saeh charges are excluded from (he overbad tales.
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B. Operator's cost of holiday, vacation, sickness and disbility benefits and other custxxory allowances paid to employees whose 

salaries and wages are chargeable to the Joint Accrxnt under Paragraph 3A of this Section II Such costs under this Paragraph 3B 
may be charged on 9 "whex and as paid basis* or by "percentage assessment" on tbc amount of salaries sod wages chargeable to 

the Joint Account under Paragraph 3A of this Section 11 If percentage assessment is used, the rare shall be based on the Operator's 

cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable to 
Operator's costs chargeable to the Joint Aecoum under Paragraphs 3 A and 3D of this Section fl.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraphs 3A and 3B 

ofihisSectioa IL

Employee Benefits

Operator’s current costs or established plans for employees' group life insurance, hospitalization, pension, retirement, stock purchase, 
thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeable to the Jomt Account under Paragraphs 

3A and 3B of this Section II shall be Operator's actual cost not to exceed the peroral mos recently recommended by the Cornell of 

Petroleum Accountants Societies.

as-2-
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Material

Material purchased ot Am shed by Operator for use om the JoM Property os provided under Section IV. Only such Material shall 

be purchased tbr or transferred to lie Joint Property u may be required Tar immediate ok and is ressonsNy practical and consistent 
with efficient end economieel operation The accumulation of surplus Socks shall be avoided.

Transport alien

Trsnspottatlon of employees and Material necessary for the Joint Operations but subject to the following limitations:

A. If Material is moved to the Joist Property from the Operator's warehouse or other properties, no choree shall be made to the 

Joint Account for a distance greater than (he dtsunce from the nearest reliable supply stare where like material is normally available 

or railway receiving point nearest the joint Property unless agreed to by the Panics

B. If surplus Material is moved lo Operator's warehouse er other storage point, no charge shall be made to the Joint Account for n 

disuice greater than the distance to the oreres reliable supply Store where like material is normally available, or railway 
receiving point nearest the Join Property unless agreed to by the Parties. No charge dull be made to the Joint Account for 

moving Material toother properties belonging to Operator, unless agreed toby the Parties.

C. In the application of subparagraphs A end El above, the opttoe to equalize or charge actual trucking cost is available when the 
actual charge is $400 or less excluding acoessoriil charges The $400 trill be adjusted to the amount most recently recommended by 

the Councit of Petroleum Accountants Societies.

Services

The cost of contract services, equipment sad utilities provided by outside sources, except services excluded by Paragraph 10 of Section II 

and Paragraph i. u. and in, of Section III. The cost of professional consultant services and contract services of technical personnel 

directly engaged on the Join Property if such charges are excluded from the overhead rates. The cost or professional eoasUtau services 
or contract services of technical personoel aot directly engaged oa the Joint Property shall not be charged to the Joint Account 

unless previously agreed to by ibe Parties.

Equipment and Factories Furnished By Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities ot rates commensurate with costs 
of ownership and operation. Sucb rates dtall include costs of maintenance, repairs, other operating expense, insurance, taxes, 

depreciation, and Merest on gross Investment lessuecetBulaied depredation not to exceed twelve percent t 12 til

per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area of the Joint Property.

O. fa lieu of charges in Paragraph 8A above, Operator may elect to use average commercial rates prevailing in the immediate area of 

the Join) Property less 2OS. For automotive equipment. Operator may dect to use rates pabtithed by the Petroleum Motor 

Transport Association.

Damages and Losses t» Joist Property

All costs or expenses necessary for the repair or replacement of Joint Property mode necessary because of damages or losses incurred by 
lire, flood, norm. litcR. accident, or other cause, except thou: resulting flora Operator's gross negligence or willftd misconduct 

Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable alia i report thereof has 

been received by Operator.

Legal Expense

Expense of handling, investigating and settling liligatioa or diima, discharging of liras, payment of judgments and amounts paid 

for settlement of claims incurred In or resulting from operations under the agreement or ncecsary 10 protect or recover the Joint 

Properly, except that no charge for services of Operator’s legal flaff or fees a expense of outride attorneys shall be nude unless 
(seriously agreed lo tv (he Parties All other legal expense is considered to be covered by the overhead provisions of Section III 

unless otherwise agreed toby (he Parties, except as provided in Section I. Paragraph 3.

Taxes

AU uxes of every kind and nature or levied upeu or io connection with the Joint Property, lire openilioo tlercof, a the
production there from, and which uxes have been paid ty Ibe Opeiaor fa the benefit of the Parties If (be ad valorem taxes are tosed 
in whole ot in pert upon scjxnxe valuations of each party's working interest, then notwithriooding anything to the contrary herein, 

charges to the Joint Account shall be made end paid by the Parties hereto in accord once with the tax value generated by each party’s 

working interest.
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Inmate

Nci premiums paid for insurance required to be carried for the Joint Operations Tor the protection of the Panics. In the event Joint 

Operations are conducted ia ■ state in which Operator may act as self-insurer for Worker's Compensation and/or Employer* Liability 

under the respective state's laws, Operator may, at its election, Include the ride under its self* insurance program and in that cvern. 
Operator shall include a charge si Operator's cost not to exceed manual mica

Abandonment and Reclamation

Costs incurred for abandonment of the Joint Property, tndttflmg cobs requited by Governments! or other regulatory authority.

Communications

Cod of acquiring, leasing, installing, operating, repairing flw* maincoimeg communication systems; including radio and nienmave 

fodliiics directly saving the Joiat Property. In the event commnuculoo ficilities'sy stems serving the Joint Property are Operator 

owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Soetson li.

Other Expenditures

Any other expenditure not covered or dealt with ia the foregoing provisions of this Section II, or in Sect ran til and which ts of direct 

benefit to the Joint Property and is incurred by the Operator in (he necessary sad proper conduct of Ike Joint Operations.

HI. OVERHEAD

Overhead • Drilling and Producing Operations
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i. As compensation for administrative, supervision, office services and warehousing costs. Operator shall charge drilling and 

producing operations on cither

( X ) Fixed Rate Basts, Paragraph IA, or 

( ) Percentage Baas, Paragraph IB

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of aU offices and salaries or wages 

plus applicable burdens and « 0f sll personnel, except those directly chargeable under Paragraph 3A, Section It. The con
and expense of services from outside sources in ccnoetlioa with matters of taxation, traffic, accounting or matters before or 

involving governmental agencies shall be considered as included in (he overhead rates provided for ia the above selected Paragraph 

of this Section HI unless ach cost and expense are agreed to by the Panics as a direct charge to the Joint Account.

ii. The salaries, wages and Personal Expenses of Technical Employees ladtar the cost of professional consultant services and 

contract services of technical personnel directly employed on the Joint Property;

( ) shall be coveted by die overhead rates, or
(X ) shall not be covered by (he overhead rates.

iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services and 

contract services of technical personnel either temporarily or permanently assigned to and directly employed in the operation of 

I he Joint Properly:

( X ) shall be covered by ike overhead ratci, or 

( ) shall not be covered by the overhead rales

A. Overhead - Fixed Rate Basis

(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rale S 6000 00 
(Prorated for less than a foil month)

Producing Well Rale 8 600 00

(2) Application of Overhead - Fixed Rale Basis shall be as follows:

(a) Drilling Well Rate

(I) Charges for drilling wdls shad begin on (be dale the well is spudded and terminate on the date the drilling 

rig. completion rig, or other units osed in completion of the well is released, whichever is later, except that no

35-4-
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charge £tall toe made during suspension or drilling or completion operations For fifteen (15) or more 

consecutive calendar days

(2) Charges for wells undergoing any type of workover or recosipletfoo for a period of five (51 consecutive work days 
or more shall be made at the drilling well rale. Such charges dtalt be applied for the period from date 
workover operations* wiih rig or other unlls used in workover, commence through date of rig or other unit 

release, except that no charge shall be made during suspension of operations for fitcea (IS) or note 

consecutive calendar days

(b) Producing WcU Rales

(1) An active well either produced or iqjecied into for any portion of the month shall be considered as a cne-wdl 

charge for the ealire monk

(2) Etch active completion in a midli-complcted welt in which production is not commingled down hole dull 
be considered os a one-well charge providing each completion is considered a separate well by Ike 

governing regulatory authority.

P) An inactive gas kII shut in because of overproduction or failure of purchaser to take the production dull 

be considered sse one-well cbsrje providing the gas well is directly connected to a permanent sales outlet.

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are completed on 
any well. This one-well charge shall be made whether or not the well has produced except when drilling well 

rate applies.

(5) All other inactive wells (including but not limited to inactive wells covered by unit allowable, tease 

allowable, transferred allowable, etc.) shall not quality for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the agreement to which 

this Accounting Procedure is attached by the percent increase or decrease published by COPAS.

B. Overhead - Percentage Basis

(I) Operator shall charge the John Account at the following rates:

(a) Development

Percent I Sklofihecost of development of the JoiN Property cidusve of costs

provided under Paragraph 10 of Section II and all salvage credits

(to) Operating

Percent (%) of the cost of operating the Joint Property exclusive of costs provided 
uader Parajyuphj 2 aid 10 of Section 11, oil salvage credits, the value of ittjoetcd subsanccs pure hared Tor 

secondary i ecu very and all taxes aad assessments which are levied, assessed and paid upon the mineral intcres ia 

and to the 3oint Property.

(2) Application of Overhead - Percentage Basis shall be us follows:

For the purpose of determining charger on a percentage basis under Paragraph IB of this Section 111. tkvclopmeni dvall 
include all costs in connection with drilling, redrilllng, deepening, or any remedial operations on any or all wells involving 
the use of drill tag rig and crew capable of drilling to (he producing interval on the Joint Property; also, preliminary 
expenditures necesary in preparation lor drilling aad expenditures Incurred in abandoning when the well is not completed 

tt a producer, and original cost of construcooa or instrilstiox of fixed assets, the expansion of fixed assets and any oilier 
project clearly discernible as a fixed asset, except Major Const-action as defined in Paragraph 2 of this Section III. All 

ether costs shall be considered as operating.

Overhead - Major Coastroctloa

To compensate Operator for overhead costs incurred in the construcfioo and fasBllslJoo of fixed assets, the expansion of fixed assets, aad 

any other project clearly diseerniHc es a fixed asset required for the development and operatic* of the Joint Properly, Operalcr shall 

either negotiate o rate prior to the beginning of constnutoa, or shatl dmrp the Join Account foi overhead based on dm foUcwiftg rates 

(br any Major Coast rodion prefect hi excess of $25.000.00

A. S of fits $100,000 or toul cost if less, plus

a 3 96 of cogs in excess of $ 100.000 bui less than 31.000,000, plus

C. 2 %ofcasisincxccgofS1.000J00.
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ToUl cos shall mean ibe gross cos of My ooc project. For the purpose of thb paragraph, the component pans of a single protect shall 

not be trenied separately an) the coa of dotting and workover wells and arlifloal lit) ctpriptnent shall be excluded.

Catastrophe Overhead

To COTS pc* KM Operator for overhead coas incurred in the event of expenditures resulting from a single occatmice due to oil spill, 

blowota, explosion, fire, aonn, humcanc, or other catastrophes as agreed lo by the Parties, which are necessxry to restore the Joint 

Properly to ihc equivalent condition that exifled prior to the event cauring the expenditures, Operator shall either negotiate a rale 

prior to charging the low Account or stall charge the Joint Account for overhead based on the following rates:

A. 5 S of total coss through 5100,009; pits

B 3 Hof (oral coss in excess ofSIOOJXtO but less than 51,000,000; ptas

C. 1 94 of total costs in excess ofSI.000,000.

Expendtum subject to the overheads above will not be reduced by insurance recoveries, and ao other ore/hemi provisions of His 

Section III shall apply.

Amendment of Rates

The overhead rates provided for in this Section ill may be amended !>om lime to time only by cranial agreement between the Panics hereto 
if, in practice, the rates are (band to be insufficient or excessive.
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IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsible for Joint Account Material and shall make proper aod timely charges and credits for all Material movements affecting the 
Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator's option, inch Material may be supplied 

by the No*Opentor. Operator shall oakc timely disposition of idle and/or smplus Material, such dittos) being made either through sale to 

Operator or Non-Operator, division in kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest 
of Non-Operators in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed 

to by Ihc Partin.

1. Purchases

Material parchascd shall be charged at the price paid by Operator after deduction of all discounis received. In case of Material bund 
to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account when adjustment has been received 

by ike Operator.

2. TrmnsfertaadDispositions

Material fb mi shed to the Join) Properly aod Malcnal transferred from the Joint Property or disposed of by tte Operator, unless 

otherwise agreed toby the Panics, shall be priced ou the following basis exclusive of cash discounts

A. New Material (Condition A}

(II Tubular Goods Other than Line Pipe

(a) Tubular goods, sized 2 3/8 inches OD and larger, except line pipe, shall be priced at Eastern mill published carload 
base prices effective as of dale of movement plus transportation cost using the 80,000 pood carload weight basis 
lo the railway receiving point nearest the Joint Property for which pubhrixed rail rates for tubular goods exist. If the 

80,000 pound rail rate is act offered, the 70,000 pouad or 90.000 pound rail sale nay be used, Freight charges 
for tubing will be calculated Iron Lorain, Ohio and caring (tom Youigaown. Ohio.

(b) For grade* which are fecial to one anil caly, prices stall be eompmed at the mil] base of that troll plus traaspocution 
cost from that mill to the railway receiving point neared the Joint Property as provided above in Paragraph 2.A.(l)(a). 
For transportation cost from points other than Eastern mills, the 30,000 pound Oil Field Haulers Association interstate 
truck rale shall be used.

(c) Special end finish tubular goods dull be priced at the lowest published ota-of-stoek price, fob. Houston. Texas, 
plus transportation cost, ariag Oil Field Haulers Association interstate 30,000 pound icuck rate, to ihc railway receiving 

point nearest the Joint Property.

(d) Macaroni tubing (size less then 2 3/1 inch OD) shall be priced at the lowest pa brisked out-of-stock prices fab the 

sapplicr plus transportation coss, uring the Oil Field Harriers Association interstate truck rate per weight of 
labtng traasfered, to Ike railway receiving paint nearest the Joint Property,

3V-6-
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12) line Pipe

(#) Unc pipe movements (except size 24 inch OD and latest with wails to inch and over) 30,000 pounds or more 

shall be priced under provisions or tubular goods pricing in Paragraph MIXa) as provided above. Freight charges 
shall be calculated ftom Loraia, Ohio.

(b) Unc Pipe novements (except size 24 inch OD and larger with •'alls to inch end over) les ihaa 30,000 poaads 

shell be priced at Eastern mil published carload base prices effective as or date of shipment, plus the percent mod 

recently recommended by COPAS, plus iransporuiion costs based on freight rales as set forth under provisions of 
tubular goods pricing in Paragraph A.(l){a) as provided above. Freighj charges shall be calculated from Lorain, Ohio.

(c) Line pipe 24 inch OD and over and to inch mil and larger shall be priced fab. tbe pohn of ronafaeture at correal 

new published prices plus iransporiaiioa cost to the railway receiving poinl nearest the Joint Property.

(d) Line pipe, including (hbneated line pipe, drive pipe and conduit not listed on published price lists shall be priced at 

quoted prices plus freight to the railway receiving point nearest the Joist Properly oral prices agreed to by the Particu

(3) Other Material shall be priced at the current new price, in efleet at date of movement, as listed by a reliable supply sore 
nearest Ihe Joint Property, or point of manufacture, plus tronsponatioa costs, if applicable, to the railway receiving point 

nearest the John Property.

(4) Unused new Material, except lubutar goods, moved Groat the Joist Property shall be priced ai the currant new price, ui effect 

OP date of movement, as listed by a reliable supply store nearest the Join! Property, or point of manufacture, plus 

transportation costs, if applicable, lo the railway receiving point nearest the Joint Property. Unused new tubulars will be 

priced os provided above in Paragraph 2.A.(I) and (2).

B. Good Used Material (Condition 6)

Material in sound and serviceable condition end suitable lor reuse without reconditioning:

(1) Material moved to the krint Property

At seventy-five percent (75%) of current new price, as determined by Paragraph A.

(2) Material used on and moved from the Join! Property

(a) At seventy-five percent (75%) of currant new price, as determined by Paragraph A, if Material was originally 

charged lo the Joint Account es new Material or

(b) At sixty-five perecai (65%) of current new price, as determined by Paragraph A, if Material was originally charged 

to the Joint Account as used Materia)

(3) Material not ued on and moved from the Joint Properly

At seventy-five percent (75%) of current new price as determined by Paragraph A.

The cost of retontfiitonng. ifaiy. shall be absorbed by the transferring property.

C Other Used Material 

(I) ConditionC

Material which is oot in sound and serviceable condition and not suitable fee its original function until after 

reeowUuonlng shall be priced at fifty percent (50%} of cwcni new price as deicniined by Paragraph A. The coa 
of reconditioning shall be staged to the receiving property, provided Condition C value plus COS of recondiifoaiog 

does not exceed Condition 0 value.

(21 Condition D

Meteta, exdudiag Junk, no longer suitable for its angina! purpose, but usable for some other jatrpo* *atl be priced 

on a basis commensurate with its use. Operator may diqrese of Condition D Material under praeedires normally 

used by Operator without prior approval of Hon-Operators.

(a) Casing, tubing, or drill pipe used as tine pipe stall be priced os Grade A end B seamless line pipe of comparable 

size tnd weight. Used casing, lubing a-drill pipe utilized ssllnc pipe shall be priced at used line pipe prices.

(b) Casing, lubing or drill pipe used ss higher pressure service lines (hen standard line pipe, c.g. power oil lines, shall 

be priced under normal pricing procedures for casiig. tubing, or drill pipe. Upset tubular goods doll be priced 

on a non upset basis.
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(3) Condition E

.Ink skill be priced it prevailing prices. Operator may dispose of Condition E Material under procedures normally 

utilized by Operator without prior approval of Noa-Opcratcrs.

0. Obsolete Material

Materia! which is serviceable and usbie Tor Its original function but condition and/or value of such Materia) is not 

e^nvalcnt to that which would justify a price as provided above may be specialty priced as agreed to by the Parties. Such 

price should itsuh in the Joint Account being charged with the value of the service rendered by such Material.

E. Pricing Conditions

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five ceres (25g) per handled 

wight oi all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking point. 

The above tale shall be adjusted as of the first day of April each year following Jantsiy I, 1983 by the same 

percentage increase or decrease used to adjust overhead rotes in Section III, Paragraph |.A.<3). End! year, (he 

rate calculated shall be rounded to the nearest cent and shall bo the rate in effect uoti) the first day of April next year. 

Such ate shall be published each year by iheCoutefl of Petroleum Accountants Societies.

(2) Material involving ereetioa costs shall be charged at applicable percentage of the current knocked-down price of 

new Malerial.

3. Pfcalam Prices

Whenever Malerial is cot readily obtainable at published or listed prices beeaasc of national emergencies- strikes or other aousual 

causes over which the Operator has no control, the Operator may charge the Joint Account for the required Material at the Operator's 
actual coa incurred in providing such Material, in making it suitable for use, and in moving it to the Join Property, provided 

notice in writing is famished to Non-Operator* of the proposed charge prior to billing Noo-Operators for such Malerial. Each 

Noa-Opcraior shell have the right, by so electing and notifying Operator within ten days after receiving notice from Operator, to famish 
in kind all or port of his share of such Material suitable for use aad acceptable to Operator.

4. Warranty of Material Furnished By Operator

Operator does not warrant the Material famished. In case of defective Malerial. credit shall not be passed to the Joint Account 

until odjastment has been received by Operator from the manufacturers or their agents

V. INVENTORIES

The Operator shall mail tain detailed records of Controllable Material.

I- Periodic Inventories, Notice and Representation

43
46
47

48

49
50

31
32 
S3 

$4 
53 

36
57

58

At reasonable intervals, inventories shall be taken by Operator of (he Joint Account Controllable Material. Written notice of intention to 
take inventory skdl be given by Operator at least thirty (30) days before any inventory is to begin so that Non-Operators may be 
represented when aoy inventory is takea. failure of Non-Operators to be represented at an inventory shall bind Noa-Operalors to accept 

the inventory takea by Operator.

Receorinmtoa and Adjustment of Inventories

Adjustments to the Joint Aecouoi resulting front (he reconciliation of a physical Inventory shall be made within six months following 
the taking of the inventory. Inventory adjustments dull be made by Operator to the Joint Account for overages and shortages, but. 
Operator shall be held accountable only for shortages due to lack of reasonable diligence

Special Inventories

Special inventories may be taken whenever there is any ale, change of interest or change of Operator in the Joint Property. It shall be 
the duty of the party sdliog to notify alt other Parties as quickly as possible after the transfer of interest takes place. In such cases, both 

the seller and the purchaser shall be governed by saeh inventory. In eases involving a change of Operator, all Parties .dull be governed 

by such inventory.

Expense otCeoduetleg Inventories

A. The expense of cooducting periodic inventories shall not be charged to the Joint Account unless agreed to by the Panics

B. The expense of conducting special inventories shat) be charged to the Parties requesting such inventories, except inventories 

required due to diaoge of Operator shall be charged to the Joint Account.
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EXHIBIT “D’

o

Attached to a made a part of that certain Joint Operating Agreement dated 
May8, 2009, by and between Marbob Energy Corporation, as Operator, and Pitch Energy 

Corporation, etal, 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 liability 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 contractors and subcontractors to carry such 
insurance in such amounts as OPERATOR deems adequate.

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

It is provided that in the event Operator should elect 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.



EXHIBIT “E”

Attached to a made a part of diet certain Joint Operating Agreement dated 
May 8, 2009, by and between Marbob Energy Corporation, as Operator, and Pitch Energy 

Corporation, etal, as Non-Operators.

GAS BALANCING AGREEMENT

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

In accordance with the terms of the Operating Agreement, each party thereto has the right to take 
its share of gas produced from the Contract Area and market the same. In the event any of the parties 
hereto collectively 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 periods 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 not take its fuii share of gas producing from such 
proration unit, other parties collectively owning participation percentages of mom 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 a 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 hydrocarbons recovered from such gas by lease equipment in 
accordance with their respective interests and subject to the Operating Agreement to which this 
agreement is attached, but the party or parties taking such gas shall own all of the gas delivered to its or 
their purchaser.

2. On a cumulative basis, each party not taking or marketing its full share erf the gas 
produced shall be credited with gas in place equal to its full share of the gas produced under this 
Agreement, less its share of gas used in lease operations, vented or lost, and less that portion such party 
took or 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, royalties, overriding royalties, production payments and other such payments and taxes on 
production for which it is obligated by law or by lease or contract (including Operating Agreement), and 
nothing in this Gas Balancing Agreement shall be construed as affecting such obligations. Each Party 
hereto agrees to indemnify and hold harmless toe 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 tune may begin taking or delivering to its 
purchaser its full share of the gas produced from a proration unit undo* which it has gas in place less 
such party's share of gas used in operations, vented or lost. In addition to such share, each party, 
including the Operator, until it has recovered its gas in place and balanced the gas account as to its 
interest, shall be entitled 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 cf such party with gas in place and toe 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 herein shall be construed to deny any party the right, from time to time, to 
produce and take or deliver to its purchaser its foil share of the allowable gas production to meet the 
deliverabiiity 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 and/or liquid hydrocarbons in paying quantities 
before the gas account is balanced, settlement 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



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

7. Notwithstanding the provisions of ^6, it is expressly agreed that any underproduced party 
shall have the optional right, with respect to each proration unit, to receive a cash settlement bringing 
such underproduced party’s gas account Into balance at any time and from time to time prior to the final 
settlement, by first giving each overproduced party 90 days' written notice of demand for cash settlement. 
If such option is so exercised, settlement shall be made (as of 7.00 o'clock A.M. on the first day of the 
calendar month following the date of such vsritten demands) within 90 days following the actual receipt of 
such written demands by the overproduced parties, in the same manner provided for in 1J6. 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 incurred, as it share thereof Is set forth in the Operating Agreement.

9. This agreement shall constitute a separate agreement as to each proration unit approved 
by the applicable regulatory authority for a pod 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 force and effect so long as the Operating Agreement to which it is attached remains in effect, 
and shall inure to the benefit of and be binding upon the parties hereto, their heirs, successors, legal 
representatives and assigns.



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, at af, as NorbOperators.

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

1) The Operator will not discriminate against any employee or applicant for employment because of
race, color, religion, sex or national origin. The Operator will take affirmative action to ensure that 
applicants are employed, and that employees are treated during employment without regard to 
their race, color, religion, sex or national origin. Such acton shall indude, but not be limited to 
the following: Employment, upgrading, demotion, or transfer, recruitment or recruitment
advertising; layoff or termination; rates of pay or other forms of compensation; and selection for 
training induding 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 tNs nondiscrimination clause.

2) The Operator will in all solicitations or advertisements for employees placed by or on behalf 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 
a collective bargaining agreement or other contract or understanding, a notice to be provided, 
advising the said labor union or works' representatives of the Operator's commitments under 
Section 202 of Executive Order 11246 of September 24,1965, artd shall post copies of the notice 
in conspicuous places available to employees and applicants for employment

4) The Operator will comply with ail 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 aies, 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 erf 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 law.

7) The Operator will include the provisions of paragraphs (1) through (7) in every subcontract or 
purchase order unless exempted by rules, regulations, or orders of the Secretary of Labor issued 
pursuant to Section 204 of Executive Order 11246 of September 24, 1965, so that such 
provisions will be binding upon each subcontractor or vendor. The Operator will take such action 
with respect to any subcontract or purchase order as the administering agency may direct as a 
means of enforcing such provisions including sanctions for non-compliance; provided, however. 
that in the event the Operator becomes involved 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 file Standard Form 100 (EEO-1) promulgated 
jointly by the Office of Federal Contract Compliance, the Equal Employment Opportunity Commission and 
Plans for Progress with the appropriate agency within 30 days of the date of contract award if such report 
has not been filed for the current year and otherwise comply with or file such other compliance reports as 
may be 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.
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CERTIFICATION OF NONSEGREGATED FACILITIES

By entering into this contract, the Operator certifies that Operator does not and Mill not maintain or 
provide for Operator's employees any segregated facilities at any of Operator’s establishments, and that 
Operator does not and will not permit Operator’s employees to perform their services at any location, 
under Operator's control, where segregated facilities are maintained. The Operator agrees that a breach 
of this certification is a violation of the Equal Opportunity clause in this contract As used in this 
certification is a violation of the Equal Opportunity clause in this contract. As used in this certification, the 
term ‘segregated facilities” means, but is not limited to, 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, religion, or national orijjn, 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 ail contracts and subcontracts during a period 
(i.e., quarterly, semiannually, or annually}.


