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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between Marbob Energy Corporation

- hereinaRer designated and

referred to as ■‘Operator”, and the signatory pmy or parties othd" than Opaator, sometimes hereinaRer referred to individually herein 

ns''Non-Operator*', and collectively os "Non-Operators".

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas tea's* antFor oil and gas interests in the bud identified in 

Exhibit "A", and the parties hereto have reached an agreement to explore rnd develop these leases andfor oil and gas interests for the 

production of oil and gas to the extent and as hereinaRer provided,

NOW. THEREFORE it is agreed a j follows:

ARTICLE I.

DEFINITIONS

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

A. The term "oil and gas” shall mean oil, gas. casinghead gas, gas condensate, sod aD other liquid or gaseous hydrocarbons 

and other marketable substances produced therewith, unless an intent to limit the md tsiveness of this term is specifically staled.

8. The terms "oil and gas lease”, “lease” and "leasehold” shall mm the o»* sad gas lease cohering tracts of land 

lying within the Contract Area which arc owned by the ponies to this agreement.

C. The lenit "oil and gas interests” shall mean uni cased fee and mineral infeests in tracts of land lying within the 

Contract Area which are owned by parties to this agreement.

D. The term "Contract Area” shall mean all of Ihe lands, oil and gas leasdtold mteretf.' and od and gas interests intended to be 

develops) and operated lor oil and gets purposes under this agrtemera. Such lands, oil and gas I asehold hiacsts and oil and pa mtertsts 

are described in Exhibit “A".
E. The term "drilling unit" shall mean the area fixed for the drilling of one wt'l by order or rule of any state or 

federal body having authority. If a drilling unit is not fixed by any such rule or order, a billing ur.it shall be the drilling unit as establish­

ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parti'S.

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

G. The terms “Drillng Party" and "Consenting Parly" shall mean a patty who agrees » job. in and pay its dare of the cost of 

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

in a proposed operation.

Unless the context otherwise clearly indicates, words used in the singular include the )4ural, the plural includes the 

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

ARTICLE II.

EXHIBITS
i

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

0 A. txhfcit “A”, shall indude the following information:

(1) Identification of bads subject 10 this ip-eencnt.

(2) Restrictions, ifany.asto depths, formations, or substances,

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

(4) Oil and gaa leases and/or oil and gas intercss subject (o this agreement,

(5) Addresses of parties for police purposes-

□ B. Exhibit ”B~, Form of Lease.

0 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 of Non-Segregated Facilities.

□ G. Exhibit "G". Tax Partnership.
If any provision of any exhibit, except Exhibits “E" and "O". a inconsiacsa with any provision contained in the body 

of this agreement, the provisions in the body of this agreement shall prevail.

-I-
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ARTICLE III.

INTERESTS OF PARTIES
t

A. Oil and Gat Interests:

i
If any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agreement 

and during (he term hereof as if it woe covered by the form of oil arid gas lease attached hereto as Exhibit "B", and the owner thereof 

shall be deemed to own both the royally interest reserved in sudi I ease and the interest of the lessee thereunder.

B. Interest* of Parties in Costs and Production;

Iktless changed by other provisions, all costs and labilities 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 parties as their interests are set 

forth in Exhibit “A". In the same manner, the parties shall also own all production of oil and gas fiora the Contract Area subject to the 

payment of royalties to theexteniof 1/6 which shall be borne as beremafler set forth.

Regardless of which party has contributed the leasefs) and/or oil and gas tntcrcst(s) hereto on which royalty is due and 

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

cause (o 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 therefor. No party shall eva be responsible, however, on a price basis liigher 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 » higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable to 

sueh higher price. t

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

C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed by other provisions, if (be xiIctbI of any party in any lease covered haeby is subject to any royalty, 

overriding royally, production payment or other burden os production in excess of the amount stipulated in Ankle MID., such party so 

burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless front any 

and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequently Created Interests:

If any party should hereafter crate an overriding royally, production payment or other turden payable out of production 

attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit '"A", or 

was not disclosed in writing to all othtf parties prior to the execution of this agreement by all parties, or is not a jointly acknowledged and 

accepted obligation of all parties (any such interest being hereinafter referred to as "subsequently created interest" irrespective of the 

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

to as "burdened party"), and:

1. If the burdened parly is required under (his apeoaou to assign or relinquish lo any other party, or partis, oil or a portion

of its working interest andfor the production attributable thereto, said other party, or penis. shaD receive aid assignment and/or 

production free and dear of aid subsequently created interest and tlie burdened pony shaD indemnify and save said other party, 

or poriira. harmless from any and all claims and demands for payment assated by owners of the subsequently created klcrest: 
and, I

2. If the burdened party foils to pay. when due, its share of expenses chargeable hereunder, oil provisions of Artidc VII.B. shall be 

enforceable against the subsequently created interest in the same maratcr as they are enforceable against the working rained of 

the burdened parry.

ARTICLE IV. 

TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to eommenretuenl of drilling opealions or. if 

the Drilling Parties so request, title examination shall be mode on the leases and/or oil and gas interests included, or planned to be includ­

ed, in the drilling unh around such well. The opinion will include the ownership of the working inter®, rmnsate, royalty, oveniding 

royally and production payments under the applicable leases. At the time a wdl is proposed, each party contributing leases and'or oil and 

gas interests to the drillsite. or to be included h) sueh drilling unit, shall ftimish to Operator all abstracts (including federal lease status 

reports), title opinions, title papers and curative material in its possession free of charge. All such rafonnation not in the possession of or 

trade available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator. Operator stall 

>»■■«» (Me m be by attorneys on Its staff or by outside attorneys. Copies of aO title opinions doll be furnished to each party

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

□ Potion No. 1: Costs incurred by Operator in procuring abstracts and title examination (including ptdiiiiinuy. supplemental, 

shut-in gas royalty opinions and division order tide opinions) shall be u port of the administrative overhead as provided in Exhibit "C". 

and shall not be a direct charge, whether performed by Operator's staff attorneys or by outride attorneys.
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ARTICLE IV 

continued

0 Potion No. 2: Costs incurred by Operator in procuring abstracts and Tecs paid outside attorneys tor title examination

(including prdiniraxy, supplemental. shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties 

in the proportion that the interest or each Drilling Party beors to the total interest of all Drilling Parties at such intakes appear in Ex­

hibit “A", Operator shall make no charge for services rendered by iu $ta(T attorneys or other personnel in the performance of the above 

functions.

Each party stall be responsible for securing curative nutter and pooling amendments or agreements required m comcction 

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

designations or declarations as well as (he conduct of hearings before governmental agencies for the securing of spacing or pooling orders. 

This shall not prevent any patty from appearing on its own behalf ot any such bearing.

No wdl shall be drilled on die Contract Area until after (I) the title to the foillshe or (killing 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

ticipate in the drilling of the wdl.

B. Lets ef Title:

1. faihue of Title: Should any oil and gas mtnot or lease, or interest therein, be tea through Etilure of title, which loss resuks in s

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

from final dctimrinalian of title Etilure to acquire a new I rase or other insbuatea curing the entirely of llte title Etilure, which acquisi­

tion will not be subjeet to Article VIII.B., and failing lo do so, this agreement, nevertheless, shall continue in force as to all remainiag oil 

and gas teases and interests: end. j

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

entitled lo recover from Operator or the other parties any development or operating costs which it may have theretofore paid or tnctnred. 

but there stall be no additional liability on iu part to the other parties hereto by reason of such title failure;

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

been lost, but the interests of the parties shall be revised on an acreage basis, as of the lime it is determined finely dot tide fofture las oc­

curred, so dot the interest of the party whose lease or interest is sfleeted by the title Etilure will thereafter be reduced in the Contract 

Area by the amount of the imerea ted;

(c) If the proportionate interest of the olha- parties hereto in any producing well thereto fore chilled on the Contract Area is 

'itrnifri by rasoa of the title failure, the party whose title has foiled shall receive the proceeds attributable to the increase in such in­

terest (less costs and burdens attributable (hereto) until it has been reimbursed for unrecovered costs paid by it in connect ten with such 

well;
(d) Should any person not • pony to this agreement, who is determined to be the owner of any interest in the title which has

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

who bore the costs which are so refunded; j
(c) Any lability to nccour* to a third patty for prior production of oil and gas which arises by reason of title failure shall be 

borne by the party or ponies whose title foiled in the nmc proportions in which they shared in such prior production; and,

(0 No charge stall be made to the joint account for legal expenses, fees or salaries, in connection with (he defense of the merest 

claimed by any pony hereto, it being the intention of the parties hereto that each stall defend title to Us interest and bear all expenses in 

connection therewith.

2. i«« tw Non-Payment or Erroneous Payment of Amount Puts If. through mistake or oversight, any rental, shut-in wdl

payment, nwtiranm royalty or royalty payment, is not paid or is arooeously paid, and as a result a lease or interest therein terminates, 

th«e shall be do monetary liability against (tie piny who foiled to irake such payment. Unless the party who foiled to make the required 

payment secures a new lease covering the same interest within ninety (90) days from the discovery of the foihrre to make proper payment, 

which will tut be subject to Article VIII.B., the interests of the parties stall be revised on on acreage basts, effective as of the

date of termination of the lease involved, and the party who failed to make proper poyment will ao longer be credited with an interest in 

the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who foiled to make the 
required payment shall not have been fully reimbursed, at the time of die loss, from the proceeds of dut ale of oil and gas attribtfablc to 

the lost interest, calculated on an acreage basis, for die development and operating costs theretofore paid on account of such interest, h 

shall be reimbursed for unrccovcred actual costs theretofore paid by it (but not for iu stare of the cost of any dry hole previously drifted 

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

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

up to the amount ofunrecovered costs;
(b) Proceeds, less operating expenses, thereafter accrued attributable to the lost int«eft on an acreage basis, of that portion of 

oil and gas thereafter produced and marketed (excluding production from any wdls thereafter drilled) which, in the absence of such lease 

lemanation, would be attributable lo (he lost interest on an acreage bass, up to the amount of unrccovcred costs, the proceeds or said 

polios of ttaoiJanj gas to be contributed by the other perries in proportion to tbeir respective interest; and,

(c> Any monies, up lo the amount ofunrecovered costs, that may be paid by any party who is. w becomes, the owrw or the haerea 

lost, for the privilege of participating in the Contract Area or becoming a party to this agreement.

3. ^hfT All losses incurred, other than those set forth in Articles IV.B.I. and IV.B.2. above, stall be joint losses

and stall be borne by all ponies in propretion to their inierests. There stall be no readjustment of interests in the renaming portion of 

the Contract Arcs.

-3;
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ARTICLE V. 

OPERATOR

A. Destgaarion and Responsibilities of Operator:

i
Marbob Energy Corporationshall be the 

Operator of the Contract Area, and dull conduct and direct and have full control of all operations on the Contract Area as permitted and 

requaed by, and within the limits of this apoemenL It shall conduct all such operations in a good and workmanlike manner, but it shall 

have no liability as Operator to the other parlies for losses sustained or h'abililics incurred, except such as may result from grass 

negligence or willful misconduct

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

1. Resignation or Removal of Operator: Operator may resign at any trine by giving written notice thceof to Non-Opera tors

If Operator terminates iis legal cjittenee, no longer owns an interest hereunder in the Contract Area, or is no longer capable of servrig as 

Operator, Operator dull be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator 

may be removed »r it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the 

affirrrative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit "A" remaining 

after excluding the voting interest of Operator. Such resignation or remora! dull not become effective until 700 o'clock A.M. on the 

first dry of the calendar month folio wing 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 the duties of Operator at an errlier 

date. Operator, after effective date of resignation or removal, shall be bound by the terms hcwf as a Non-Operator. A change of a cor­

porate name or structure of Operator or transfer of Operator's interest ,10 any single subsidiary, parent or successor corporation shall not 

be (he basis for removal of Operator. f

2. Selection of Succesw donator Upon the resignation or removal of Operator, a successor Operator shall be selected by 

the panics. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor 

Operator is sdeaed The uceessw Operator doll be selected by the affirmative vote of two (2) or more parties owning • majority interest 

fra pit on ownership as Shown on Exhibit "A": provided, however, if an Operator which has been removed fails to vote or votes only to 

succeed itsdf. the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based 

on ownership as shown on Exhibit “A" remaining after excluding the voting interest of the Operator that was removed.

C Employees:

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

compensation for services performed shall be determined by Opoator.andall such employees shall be the employees of Operator.

D. Drilling Contracts:

All wells drilled a> the Contract Area shall be drilled on a competitive contnet bus at the usual talcs prevailing in the arts. If it so 

desires. Operator may employ its own tools and equipment in the drilling of wells, but Us charges llwefor shall not exceed the prevailing 

rales in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and 

such work stall be performed by Operator under the same toms and conditions as are customary and usual in the area cn contracts of in­

dependent contractors who are doing work of a similar nature.

ARTICLE VI.

DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the 1st day of 

oil and gas ai the following location:

August . iwt 2009 .Operator shall coramowc the drilling of a well for 

jOR 4, T2SS, ROTE

and shall thercofta continue the drilling of the wdl with due diligence to 

sufficiently test the Bone Spring formation

unless granite or other practically impenetrable substance or condition in the hole, which renders further tMling impractical, is en­

countered at a lesser depth, or unless oil panics agree to complete or abandon the well at a lesser depth.

Operator shall irasonble tests of all formation* cncouraered during drilling which give indication of containing oil and 

gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or formations, in which 

event Op craw shall be required to test only the formation or fonralitms to which this agreement may apply.
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ARTICLE VI 

continued
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If, in Operator’s judging*, (he wdl will not produce oil or gas in paying quantities, and it wishes to plug and abandon the 

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

D. Subsequent Operations:

t. Proposed Onwaiionr Should any party hereto desire to drill any well on (he Contract Area other than the wdl provided 

for in Article VJ.A- or to rewotfc deepen or plug bade a dry hole (billed at the joint expense of alt parties or a wdl jointly owned by all 

the parties and not then producing in paying (pant kies. the party desiring to drill, rework, deepen or plug back such a weU si tall give the 

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

lion and the estimated cost of the operation. The parties receiving such a notice shall have Arty (30) Ays after receipt of the notice 

within which to notify the party wishing to do the work whether (hey elect to participate in the cost of the proposed opcation. If a drift­

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

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

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

response given by telephone shall be promptly confirmed in writing.

If all parties elect to participate in such a proposed operation. Operator shall, within ninety (90) Ays after expiration of the notice 

period of thirty (30) Ays (or as promptly as possible after the etpiration of the forty-eight (48) hour piriod when a drilling rig is on loca­

tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par­

lies hereto: provided, however, aid commencement date may be extended upon written notice of same by Operator to the oths parties, 

for a period of up to thirty (30) cfayj if in the sole opinion of Operator, such additional time is reasonably necessary to cbtain

permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex- 

ainotation or curative matter required far title approval or acceptance Notwithstanding (he force majeure provisions of Article XI. if the 

actual operation has m* been commenced within the lime provided (including any extension thoeofas specifically permitted herein) and 

If any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor­

dance with the provisions hereof sis if no prior proposal had been made.

2. Operations bv 1^ than All Parties: If any party receiving suelt notice as provided in Article Vf.B.J. or Vll.D.l. (Option 

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

giving the notice and such other parties as shall elect to participate in the operation shall, within ninety (90) Ays after the expiration of 

the notice period of thirty (30) Ays (or as promptly as possible sfts the expiration of the forty-eight (48) hour period when a (frilling rig is 

on location, as the cast may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all 

work for (he account ofdte Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is 

a Non-Consenting Patty, the Corecnting Parties shall other (a) request Operator to perform the work required by such proposed opera­

tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Panics as Operator to perform such work. Con­

senting Parties, when conducting operations on the Contract Area pursuant to this Artiele VI.B2- shall comply with all Writs and con­
ditions of this agreement. 1

if less than all ponies approve any proposed operation, the proposing party, immediately after the expiration of the applicable 

notice period, shall advise the Consenting Parties of the total ini crest of (he parties approving such operation and its recommendation as 

to whether the Cornering Parties should proceed with (he operation as proposed. Each Consenting Party, within forty-eight (48) hours 

(exclusive or Saturday. Sunday arc! legal hoBAys) after recap of such notice, shill advise the proposing party of A desire to (a) luril far- 

lieipation to such party’s intense 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 election under (a). In the event a (killing rig is on location, the time permitted for 

such a response shall tot exceed a tout of forty-eight (48) hours (inclusive of Saturday. Sunday and legal holidays). The proposing party, 

at its election, may witfriraw such proposal inhere is insufficient participation and shall promptly notify all parties of such decision.

The entire cost ord risk of conductor such operations shall be borne by the Consenting Parties in (he proportions they have 

Hretnl to bear same under the terms of the paragraph. Consenting Parties shall keep the leasehold estates involved in suelt

operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of (he Consatiing Parties. 

If such in operation rcsilts in a Ay hole, (he Consenting Parlies shall plug and abandon the well and restore the surface location at then- 

sole cost, risk aad expense. U any wdl Allied, reworked, deepened or plugged tack under the provisions of this Article results in a pro- 

Atcerofoa a«Uor gas in pying tpianrities. the Consenting Parlies shall complete and equip the wdl to produce at their sole cost and risk.
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ARTICLE VI 

continued
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■ml the well dull then be turned over to Operator and shall be ipcretcd by it at the expense and for the account of the Consenting Par­

ties. Upon commencement of operations for (he drilling, reworkirg, deepening or plugging bock of any such veil by Consenting Parties 

in accordance with the provisions of this Article, each Non-Cona'img Patty shall be deemed to have relinquished to Consenting Panics, 

and the Consenting Panics shall own and be entitled to receive, hi proportion to their respective interests, all of such Non-Consenting 

Party’s iaerca in the well and share of iroduclioa therefrom unlit the proceeds of the sale of such share, calculated at the tveU, or 

market value thereof if such share is not sold, (after deducting proa action taxes, excise taxes, royaky, overriding royalty and other in- 

loeats not excepted by Article III.D. payable out of or measured by live production from such well accruing with respect to such interest 

until it reverts) shall equal (he total of the following:

(a) 20034 of each such Noo-Consettling Party's share of the cost of any newly acquired surface equipment beyond the wellhead 

connections (including, but not limited to, slock tanks, separators, treater:, pumping equipment and piping), plus 20034 of each such 

Non-Consenting Party's shire of the cost of operation of the well commenci tg with ftrst production and continuing until each such Non- 

Consenting Party's relinquished interest stall revert to it under other pr‘visions of this Article, it being agreed tint each Non- 

Consenting Pany's stare of such costs and equipment will be that interest wnich would have been chargeable to such Non-Consenting 

Party bad it participated in the well ftom the beginning of the operations; and

(b) 500 34 of (hat portion of the costs and expenses of drilling, reworking, deepening, plugging bach, testing and completsig.

after deducting any cash contributions received under Article VIII.C.. and S00 34 of that portion of the cost of newly acquired equip­

ment in the well (to and including the wellhead connections), which would luve been chargeable to such Non-Consenting Party if it had 

participated therein.

Sm ffrst paragraph of Page 6a

An election not to participate m the tfciftiag or the deepening of a well shall be denned an e lea ton not to participate in any re­

working or plugging back operation proposed in such s well, or pore on thereof, to which tl e initial Non-Consent election applied that is 

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

reworking or plugging back operation conducted during tbe recoupment period shall be deem'd part of the cast of operation of said well 

and there shall be added to the sums to be recouped by (he Concealing Parties one hundred pc cent (100%) of that portion of the costs of 

the reworking or plugging back operation which would have been chargeable to such Non-Coaenting Party had it participated therein. If 

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

plicable as between said Consenting Ponies in said well.

Sea second paragraph of Pago 6a

During the period of litne Consenting Parties are misled to receive Non-Consenting Pity’s share of production, or the 

proceeds therefrom. Consenting Parties shall be responsMe for die payment of all production, scvetincc. excise, gathering and other 

Uses, and all royally, overriding royalty rad other burdens applicable to Non-Consenting Patty's share tf production not excepted by Ar­

ticle Ill.D.

In the of any reworking, plugging back or deeper drilling operation, the Consenting Partis stall be permioed to use. free 

of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shaft re train unchanged: and upon 

abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Panics shall axount for all such equip­

ment to the owners thocof. with each party receiving its proportionate part in kind or in value, less cost of salvage.

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

Consenting Parties stall ftrmish each Non-Consenting Parly with an inventory of the equipment in and connected to the well, and an 

itemized statement of the cost of drilling, deepening, plugging back, testing, compkxmg. and equipping *e well for pr-xfoctioti; or, at its 

the epaating party, in lieu of an itemized statement of such costs of open lion, may submit a detailed statement of monthly bill­

ings. Each moath thereafter, during the time the Consenting Pasties are bring reimbursed as provided above, the party conducting the 

operarfows for the Consenting Panics doll furnish the Now-Consenting Parties with an itemized statement of all costs a* liabilities in­

curred in the of Ike well, together with a statement of the quantity of oil and gas produced from it and (he amount of proceeds

realized from (he sale of the wdrs working interest production during the preceding month In determining the quantity of oil and gas 

produced duretg any month. Consenting Parties shaft use industry accepted methods such as. but not limited to, metering or periodk 

well testa. Any amount rallied from the sale or other disposition of equipment newly acquired in connection with any such operation 

which would have been owned by a Non-Consenting Party hid it participated therein stall be credited against the total unrewmed costs 

of the work done and of the equipment purchased in determining when the imeres of such Non-Consenting Party shall revert to it as 

above provided: and if there is a credit balance. It shall be paid tc such Non-Consenting Party.

Sm third paragraph of Pag* 6a
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ARTICLE VI 
continued

1 Notwithstanding any language under Article VI.B. to the contrary, in any weO in which a completion attempt 
may be made at more than one depth, each party who participated in the Initial operations hereto shall have the right to

2 make a separate election as to each interval in which a coniptatlon la proposed. Shouid a party hereto elect not to

3 participate in a completion attempt as to any one Interval, then 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 costs, risks and expanses of 

such completion attempt Any recoupment of said expenses 'shad be made solely from the production attributable to
s that interval.

6

1 Gas production attributable to any Non-Consenting Party's relinquished Interest upon such Party election

8 shall be sold to its purchaser, if available, under ths terms of its existing gas sals contract. Such Non-Consenting Party
9 shad direct Us purchaser to remit the proceeds receivable from such sale direct to the Consenting Parties until the

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

the election as provided above, the Consenting Parties shad own and be entitled to receive and sell such Non-
12 Consenting Arty’s share of gee as hereinabove provided during the recoupment parted.

13

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

15 notice in the writing to Operator, and/or any party carrying ail or part of the eon-consenting interest shall have the right
16 at all times and from time to time within two {2} years of the date M received notice that payout has occurred, to audit
17 Operator's and/or carrying party's accounts and records rotating to or connected with its operations on the Contract 

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

j If and when the Consenting Parties recover from a Non-Consenting Patty’s relmqoidxd interest ibe amounts provided for above,

2 the relinquished interests of such Non-Coroentms Party stall autoimiically revert to it. and. from and alter such reversion, such Non-

3 Consenting Party shall own the same interest in such well, the material and cquipmau in or pertaining theme, and the {reduction

4 therefrom as such Non-Consenting Party would liave been entitled to had it participated in the (billing, reworking, deepening or plugging

5 back of said wdl. Thereafter, attch Non-Consenting Party shall be charged with and shall pay its proportionate part of the further coaj of

6 the operation of said wdl in accordance with the terns of this agreement and the Accounting Procedure attached hereto.

7

8

9
10 Notwithstanding the provisions of this Article VLB J.. it is apecd that without the mutual consent of all ponies, no wells shall

11 be completed in or produced from a source of supply from which a wdl located elsewhere on the Contract Area is producing, unless such

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

13

14

13

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

17 except (a) as to Ankle VILD.1. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging bad; of such initial well

18 after if hu been drilled to the depth specified m Article VI, A. if it shall thereafter prove to be a Ay hole or. if initially completed for pro-

19 duclion. ceases to produce in paying quantities.

20 

21 

22
23 3. Stand-By Time: When a wet) which has been drilled or deepened has reached its authorized depth and all tests have been

24 completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party’s notice proposing a 

23 reworking, deepening, plugging back or completing operation in such a well rial] be charged and borne as port of the drilling or deepen-

26 '»g 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 Panics punuent to the terms of the second pant-

28 tnalica] paragraph of Article VI.shall be charged to and borne os part of the proposed operation, but if the proposal is subsequently

29 withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion

30 etch Consenting Party’s interest as shown on Exhibit "A" bears to like tola! interest as shown on Exhibit “A" of all Consenting Par-

31 lies.

32

33

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

36 also be applicable to any proposal to directionally control and intentionally deviate a wdl from vertical so os to change the bottom hole

37 location (herein call "sidetracking"), unless done to straighten the hole or to drill around junk in the hole or because of other

38 mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the

39 affected wdl bore at (be lime of the notke shall, upon decting to participate, tender to the well bore owners its proportionate lharc (equal

40 toils interest in the sidetracking operation) ofihe value of thet portion of the existing wdl bore to be utilized as follows:

41

42

43
44 (a) If the proposal is for sidetracking on exiriing dry hole, reimbursement shall be on the basis of the actual costs incut red in 

43 (he initial drilling of the well down to the depth at which (he sidetracking operation is initiated

46

47

48
49 (b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the wdl's 

$0 salvabfc materials and equipment down to I he depth at which the sidetracking operation is initialed, determined in accordance with the

51 provisions of Exhibit “C, less the estimated cost of salvaging and (he estimated cost of plugging and abandoning

52

53

54
35 bi the event that notke fir a sidetracking operation is given while the (billing rig to be utilized is on location, the response period

56 shall be limited to forty-eight (48) hours, exclusive ofSatunby, Sunday and legal holidays; provided, however, any party may request and

57 receive up to eight (8) additional <bys after expiration of the forty-eight (48) hours within which to respond by paying far all stand-by time 

5g incurred daring saefa extended raporae period- If mare (ban one party elects to take such additional lime to respond to the notice, stand

59 by costs shall be allocated between the parties taking additional line to respond on a <by-io-dty basis in the proportion each decting por-

60 ty's interest as shown an Exhibit "A” bears to the total interest as shown on Exhibit "A" of all the electing parties. In all other in-

61 stances the response period to a proposal for sidetracking shall be limited to durty (30) days.

62

63

64
65 C TAKING PRODUCTION IN KIND:

67 Each (arty shall /’kike ut\!n?or^separately dispose of its proportionate shire of all oil and gas produced from the Contract Area.

68 exclusive or [reduction which ray be used in development and producing operations trad in preparing and treating oil and gas for

69 marketing purposes and production unavoidably lost Any extra expenditure incurred in the taking in kind or separate disposition by tray

70 party of its proportionate share of the production shall be borne by such party. Any party taking its dare of production In kind shall be

-7-
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ARTICLE V)
continued

required to pay for only hs proportionate store of such ofOperutar's surface facilities which h uses.

Each party dull execute such division orders and contracts as nay be necesaiy for the sale of its intarst in production from 

the Contract Area, end, except as provided in Article VII,B., shall be entitled to receive payment directly from the purchaser thereof for 

its share of all production.

In ihe event any party shall tail to nuke the arrangements necessary to lake in kind or separately dispose of its proportionate share of 

the oil produced from the Contract Area. Opastor shall have the right, subject to the revocation at trill by the porty owning it, but net 

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

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 

owner of the production to exercise at any time its right (0 lake in kind, or separately dispose of. its share of all oil not previously 

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

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

ofoncdlyear.

In ihe event one or more puties' srpwatc disposition of ds dare of the gas causes sptit-sveam ddivoies to separate pipelines and/or 

deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportionate share of total gas sales to 

be allocated to it. the balancing or accounting between ihe respective accounts of the parties shall be in accordance with any gas balancing 

agreement between I he parties hereto, whether such an agreement is attaclrcd as Exhibit “E". or is a teparato agreement.

“See Below

D. Access to Contract Area and lofomatien:

Each party shall have access to the Contract Area at all reasonable limes, it its sole cost and risk to inspect or observe operations, 

and shall have access at reasonable times to inhumation pertain mg to Ihe development or operation thereof, including Operator's books 

and records relating thereto. Operator, upon request, shall funasb each of the other parties with copies of all forms or reports tiled with 

governmental agencies, dally drilling reports, well logs, tank tables, daily gauge and run tickets and reports of slock on I mud at Hie lira of 

each month, and shall make available atnpies of any cores or cuttings takoi from any well drilled on the Contract Area. The cost of 

gathering and furnishing information to Noo-Operator. other than that specified above, shall be charged to the Non-Operalor that re­

quests tbc Cnformaiioo.

E, Abandonment of Wclist

1. Abaixlmntwu of Orr Holes: Except for any well drilled or deepened pursuant to Article VI.B.2.. any well which has been 

drilled or deepened under the terms of this apeonsit and is proposed to be completed as a dry hole rtrall eat be plugged and abandoned 

without the consent of all parties. Should Operator, after diligent effort, be unabie to contact any party, or should any party foil to reply 

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

such wdl, such party shall be deemed to have consented to (he proposed abandonment. All such wells shall be plugged and abandoned in 

accordance wxh applicable regulations and at the cost, risk and expense of the parties who porticipaied in the cost of drilling or deepening 

such well. Any party who object! lo plugging end abandoning such wdl si tail have the right to take over the well and conduct further 

operations in search of oS and/or gas subject to tbe provisions of Article VI, B.

2. Abandonmeni of Wclla that lave Produced: Except for any well in which a Non-Couscnt operation has been conducted 

hereunder for which the Consenting Parlies have not been folly reimbursed as herein provided, any well which has been completed as a 

producer shall not be plugged and abandoned without the consent of alt parties. If all parties consent to such abandonment, the wdl shall 

be plugged and abandoned in accordance with applicable regulations and at (he cost, risk and expense of all the parties hereto. If. within 

thirty (30) rfoys after receipt of notice of the proposed abandonment of any well, all parlies do not agree lo (he abandonraeru of such wdl, 

those wishing lo continue its operation from ihe intervaHs) of the fonnation(s) then open to production shall tender to o»eh of the other 

parties its propertitatate share of (he value of (he weft's solvable material and equipment, determined in acconbnce with Ihe provisions of 

Exhibit •XT', (ess the estimated cost of salvaging and ihe estimated cost of plugging and abandoning. Each abandoning party shall assign 

the non-abandoning parties, without warranty, express or implied, as (o title or as to quantity, or fitness for use of (he equipment and 

material, all of its interest in (he well and related equipment, together with its interest in the leasehold estate as to. but only as to. iltc in­

terval cr intervals of the formation or formations (hen open to production. If (he interest of (he abandoning party is or includes an oil and 

gas interest, such party shall execute and deliver lo tbe non-abandoning party or parties an oil and gas lease, limited to (he interval or in­

tervals of the forrastioa or fomations then open to production, for a term of one (I) year and so long (hweaftw as oil and/or gas is pro­

duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit

** Notwithstanding any provision to ths contrary to this or any othsr agraemsnt oach party shall have ths right at all 

times and from time to time, upon written notice, lo audit all of taking party and/or operator's records and accounts 
related to or In connection with production or allocation of production from the contract area. Auditing of settlement 
records shall also be applicable K taking party and/or operator distributes proceeds to the auditing party.
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ARTICLE VI 
continued
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“0". The assignments or bases so limited shall encompass the “drilling unil“ upon which the wdl is located. The payment} by, and rite 

assignments or teases to, the assignees shall be in a ratio based upon (he relationship of their respective parentage or participation in the 

Contract Area to the aggregate of the percentages of participation in the Contract Arm of all frgjgnm There shall be no readjustment of 

interests in the remaining portion of the Contract Area.

Thereafter, abandoning parties shal have no farther responsibility, liability, or intcreg 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 dial) continue to operate the assigned wdl for the account of the non-abandoning parties at the rate and charges con­

templated by this agreement, pku any additional cod and charges which may arise as the result of the separate ownaship of the assigned 

wdl. Upon proposed abandonment of Ibe producing intovaKs) assigned or based, the asrijpor or lessor stall then hsve the option to 

repurchase its prior interest in the wdl (using the same valuation formula) and participate in further operations therein subject to the pro­

visions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VI.E.I. or VI.L2 above shall be applicable as bet wear 

Consenting Parties in the event of the proposed abandonment of any wdl excepted from said Articles: provided, however, no wdl shall be 

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

of the proposed abandonment and afforded the opportunity to dect to take over the well in accordance with the provisions of this Arlidc 

VI.E

ARTICLE VII.

EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of ParriM:

The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations, and 

shall be liable only for hs proportionate shore of the costs of developing and operating the Contract Area. Accordingly, the Hens granted 

among the paries in Article V1I.B. are givoi to secure only the debts of each severally. It is not the intention of the parties to create, nor 

shall this agreement be construed as creating, a mining or other partnerdup or association, or to renda the parties liable as partners.

B. Liens and Payment Defaults:

Eadi Non-Operator grams to Operator a lien upon its oil and gas rights in the Contract Area, and a security interca in its share 

of oil and/or gas when extracted and its interest in aft equipment, to secure payment of its Share of expense, together with interest thereon 

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

sute. Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob- 

laning of jurymen! by Operator (or the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 

rights or security interest as seesrity lor the payment thereof. In addition, upoa default by any Non-Operator in the payment of its slare 

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

the sale of such Non-Operator's share of oil and/or gas until the amount owed by such Non-Opera tor. plus interest, has been paid. Each 

pmcbaser shall 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 ofOperetor’s proportionate share of expense.

If any party (ails or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by 

Operator, the non-ddhulting jerries, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion (hat 

the interest of each such party bean to (he interest of all such panics. Each party so paying its dure of the unpaid amount shall, to obtain 

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

C Payments end Attainting:

Except as herein otherwise specifically provided, Operator shall promptly pay awd dsetarge expenses incurred in the development 

and operation of the Contract Area purstnnt to this apecracnt and shall charge each of (he parties hereto with (heir respective propor­

tionate shares upon the expense basis provided in Exhibit “C\ Operator shall keep an accurate record of the joint account hereunder, 

showing expenses incurred and charges and credits made and received.

Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance 

of their respective shares of the estimated amount of the expense to be incurred in operations hereunder daring the next succeeding 

month, which right may bo exercised only by submission to each such party of an itemized statement of such estimated expose, together 

with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense dell be submitted 

on or before the 20lh day of the next preceding month. Each porty shall pay to Operator its proportionate stare of nidi estimate within 

fifteen (15) tfays after such estimate and invoice is received. Ifany party fails to pay its rtarc of said estimate within aid time, the amount 

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

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

D. Limitation of Expenditures:

I. Drill or Deepen: Without die 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 (Ms agreement. Consent to the drilling or deepening (hall include:

-9-
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ARTICLE VII 
continued

1 □ Sgjgn-MP.-L All necessary expendituis for foe drilling er deepcnkg. testing, complatng sod equipping of the wdU including

2 necessary tankage and/or surfocefiteflities.

3

4 ® OMion No. 2: All necessary expenditures for foe drilling or deepening aad testing of the well. When nidi well has reached its

5 authorized depth, aad all tests have been completed, and the results (hereof furnished to the parties. Operator shall give immediate notice

6 to the Non-Operators who have the right to participate in the completion costs. The partis receiving sach notice shall have forty-eight

7 (48) brans (exclusive of Satunfey, Sunday and legal holidays) w which to elect to participate in the setting ofeasing and the completion at-

8 tempt. Such election, when made, shad include consent to all necessary expenditures for die completing and equipping of such wdl, m-

9 chiding necessary tankage and/or surface facilities. Failure of any party receiving such natico to reply within the period above fixed shall

10 constitute an election by that parly not to participate in the cost of the completion attempt If one or more, but less than all of the parries,

11 elect to set pipe and to attempt a completion, the provisions of Ankle VLB.2. hereof (the phrase "reworking, deepening or plugging

12 back" as contained in Article VI.B.2. shall be deemed to include "completing”) shall apply to the opmions ihcrtafla- conducted by less

13 than all parties.

14

1$ 7. Rework or Plot Back: Without the consent of all parlies, no wdl shall be reworked or plugged back except a wdl reworked or

16 plugged back pursuant to (he provisions of Article VI.B3. of this agreement. Consent to the reworking or plugging back of a wdl shall

17 include all necessary expenditures in conducting such operations and completing and equipping of aid well, including necessary tankage

18 and/or surface facilities.

19

20 3. Other Operations: Without the consent of all parties. Operator shall not undertake tmy single project reasonably estimated

21 to require an expenditure in excess of bventv-fiva thousand Dollars IS 2S.000.00 1

22 except in connection with a wdl, the drilling, reworkiag, deepening, conpteting, recomplcting, or plugging back of which has been

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

24 emergency, whether of tlte same or different nature, Operator may take such steps and incur such expenses as in its opinion are required 

2$ 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 Nou-0 pent lor so requesting

27 an information copy thereof for any single project costing in excess of fiftuon thousand

28 Dollars IS 15.000.00 ) but less than focamouat first set forth above in this paragraph

29

30 E. denials, Shut-in Wdl Payments and Minimum Royalties:

31

32 Rentals, shut-in wd! payments and minimum royalties which may be required under the terms of any lease shall be paid by (he

33 party or parties who subjected Such lease to this agreement at its or their sepoue. In the event two or more parties own and have con-

34 (ributed interests in the same lose to (his agreement, such parties may designate one of such parties to make said payments for and on

35 behalf of all such pontes. Any party may request, and foal) be entitled to receive, proper evidence of all such payments. In the event of

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

37 inent is required to renifowc the lease in force, any loss which results from sueh non-poyment shall be borne in accordance with the pro-

38 visions of Article IV.B.2.

39

40 Operator shall notify Non-Operator of the antidpaied completion of a fout-in gas wdl, or the shutting to or return to production

41 of a producing gas wdl, at least five (3) 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 (lie event of failure by Operator to so notify

43 Non-Operator, the loss of an}- lease contributed hereto by Non-Operator for failure to make limdy payments of any shut-in wdl payment

44 shall be home jointly by the parlies hereto under the provisions of Article 1V.B.3.

45

46 F. Tares:

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

49 subject to this agreement which by tow should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they

50 became ddlnquax. Prior to the rmdition date, each Non-Operator foall turmsh Operator information as to burdens (to include, but not

51 be limited to. royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non- 

$2 Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to oulSanding excess royalties, over-

53 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or

54 owners of such leasehold estate, am Operator foall adjust (he dnrge to such owner or own os so as to reflect foe benefit of such redoc-

55 tkm. If the ad valorem taxes are based is whole or in part opon separate vahsatioas of each porty'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 (he tax

57 value generated by each party's working intaesL Operator shall bill the otha parties fur their proportionate shares of all ux payments in

58 the manner provided in Exhibit “C".

59
60 If Operator considers any tax fcsessmoX improper. Operator nay, as its discretion, protest within the lime and maimer

61 prescribed by taw. and prosecute (be pretst to a fetal determination, unless all parties agree to abondoa (be protest prior to final deter-

62 initiation. During the peodmey of administrative or judical proceedings. Operator may elect to pay. under pretest, ail such taxes and any

63 interest and penally. When any such protest'd assessment shall have ben finally determined. Operator shall pay the tax for the joint ac-

64 count, together with any interest and penalty teemed, and foe total cod shall then be assessed against (he panics, and be paid by them, us

65 provided in Exhibit "C".

66

67 Each party shall pay or cause to be paid uQ production, severance, excise, gathering and other axes iugnsed upon or with respect

68 to the production or handling of such party's short ofod and/or ps profoieed under the terms of this a&eetneal.

69

70
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G. Insurance:

At all times white operations are cog ducted hereunder. Opoattr shall comply with (he workmen's cunqjauation law of 

the state where the operations are being conducted: provided, however, that Operator may be a self-insurer for liability under said com­

pensation laws in which event (he only charge that shall be made to the joint account shall be as provided in Exhibit “C. Operator shall 

also cany or provide insurance for the benefit of Ihe joint account of I he parties as outlined in Exhibit "D”, attached to and made a pan 

hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen's compensation 

taw of the state when the operations are being conducted and to maintain such other insurance as Operator may require.

In the event automobile public liability insurance is specified in said Exhibit “D’', or subsequently receives the approval of the 

parties, no direct charge doll be made by Operator for premiums paid for such insurance for Operator's automotive equipment

ARTICLE VIII.

ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases!

The leases covered by this agreement, insofar as (hey embrace acreage in the Contract Area, shall not be surrendered in whole 

or in pan unless ell parties consent thereto.

However, should any party desire to surrender its interest in any lease or in any portion thereof and Ihe other parties do uot 

usee or COKOH thereto, the canty desiring to surrender shall assign, without express or implied warranty of Ijlle, all of its interest in 

such lease, or portion thereof and any wett. material and equipment which may be located thcieon and any rights in production 

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

terest. the assigning party shall execute and deliver to the party or parties not consenting to such sutTtntto an oil and gas lease covering 

such oil and gas interest for a term of one (I) year and so long thereafter as oil aruVor gas is produced from the tend covered thereby, such 

lease to be on the form attached hereto as Exhibit “B”. Upon such assignment or lease, the assigning party shall be relieved from all 

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

attributable thereto, and the assign—g party shall have no further ini crest in the assigned or leased premises and its equipment and (re­

duction other than the royalties retained in any lease made under the tarns of this Article The party assignee or lessee shall pay to tl>e 

pmy assignor or lessor die reasonable salvage value of the tana's interes in any weds and equipment attributable to the assigned or leas­

ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit “C. less the estimated cost of 

salvaging and the estimated cost of plugging and abandoning. If (he assignment or lease is in favor of more than one party, the interest 

shall be shared by such panics in the proportions that the interest of each bears to the total interest of all sudt panics.

Any assignment, lease or sunenda made under this provision shall not reduce or change the assignor's, lessor's or surrcmfcriog 

party's interea as k was branedialdy before the assignment, lease or surrender in (he balance of (he Contract Area; and (he acreage 

assigned, leased or surrendered, and subsequent operations thaeon, shall not thereafter be subject to the rams and provisions of this 

agreement.

B. Renewal or Extension of Looses:

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

stall lave the right fora period of thirty (30) days following receipt of such notice in which to elect to participate in the owuaihqi of the 

renewal lease, insolar as such lease affects lands within the Contract Ara, by faying to the jxrrty who acquired it lltcir several proper pro­

portionate dumj of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proportion to the 

interests held at dut time by the parties in (he Contract Area.

If some, but less dan all. of the parties elect to participate in the puelese of a renewal lease, it rial! be owned by Ihe partis 

who elect to participate therein, in a ratio based upon the relations hip of their respective percentage of participation in (he Contract Area 

to the aggregate of (he percaages of participation m the Contract Ara of all parties participating in the purchase of such renewal lease. 

Any renewal lease in which less than all potties elect to participate shall not be subject to this agreement,

without warranty
Each party who participates in the purchase of a renewal lease anil be given an asspinttm / of ns proportionate interest ran 

by the acquiring party

The provisions of this Article shall apply to renewal leasts whether (hey are for the entire interest covered by the expiring kasc 

or cover only a portion of its area or on interest (herein. Any renewal tease taken before (he expiration of its predecessor lease, or taken or 

contracted for withm six (6) months oftcr the expiration of the existing lease dial I be subject to (his provision: but any lose taken or con­

tracted for more than six (6) months after the expiration of an existing lease shall net be deemed a renewal lease and shall not be ndgea to 

the provisions of this agreement.

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

G Acreage nr Cash Contributions:

Wtxte this agreement is in force, if any party contracts for a eonmbrtion of cash towards the (killing of a weft or any other 

operation on the Contract Aren, such contribution shall be paid to the party ate conducted the (killing or other operation and shall be 

.pptiiwt by it spiral the cost of such (killing or other operation. If the contribution be in the form of acreage, the party to whom (he con­

tribution is trade daft promptly tender an assignment of (he acreage, without warranty of title, to the Drilling Parties in the proportions

-11-



ARTICLE VIII 

continued

A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT?! 982

1
2

3

4

5

6

7

8 

0 

10 

n 
12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

said Drilling Parties shared Ihc cos or frilling the wdl. Such acreage shall become a separate Contract Area and, to the extent possible, be 

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

it may obtain ip support of any well or any other operation on the Contract Area. The above provisions shall also be applicable to op­

tional rights to cam acreage outside the Contract Area which are in support of a well drilled inside the Contract Area.

If any party contracts far any coosidcnticn relating to disposition of such party’s share or substances produced hereunder, such 

consideration shall not be deemed a contribution as contemplated in this Article VIII.C.

D. Maintenance of Uniform Interests:

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

pony shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Ares and in wells, 

equipment and production unless such disposition coven either;

1. the entire interest of (he party in all leases and equipment and production: or

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

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

and stall be made without prejudice to the right of the otho- panics.

!f, at sty Itrac the satires of any party is divided among and owned by lour or more coowners. Operator, at its discretion, nay 

require such co-pwncrs to appoir* a single trustee or agent with fill! authority to receive notices, approve expenditures, receive billings for 

and approve and pay such party's share of the joint expenses, and to del generally with, and with power to bind, tl»e co-owners of such 

party's interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right to enter 

into ond execuic >11 contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract 

Araanddiey shall hive the right to recove, separately, payment ofthe sale proceeds thereof.

E. Waiver of Rights to Partilioa:

If permitted by the laws of Ihc slate or states in which the property covocd hereby is located, each party hereto owning an 

undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to k in severally us untividcd 

interest therein.

f. PwltKslhl Wight n Pnrehem

ARTICLE IX.
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INTERNAL REVENUE CODE ELECTION

This agreement is not intended to crate, and shall not be construed to create, a relationship of partnership or an association 

for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder arc several 

and not Joint or collective, or that this agreemett and operations hereunder shall not constitute a partnership, if, for federal income tax 

purposes, this agreement and the operations hereunder arc regarded as a partnership, each parly hereby affected elects to be excluded 

from the application of all of the provisions of Subchaptra "(C, Chapter I. Subtitle “A", of the Intonal Revenue Code of 1954, as per­

mitted and authorized by Section 76! of the Code and (be regulations promulgated thcrenndcr. Operator is authorized and dbsted to ex­

ecute on behalf of mch party hereby affected such evidence of this election as may be required by the Secretary of die Treasury of (lie 

United Slates cr the Federal Internal Revenue Service, inch]ding specifically, but not by way of limiblioa. all of the returns, statements, 

and the data requbed by Fcdoal Regulations 1.761. Should there be any requirement that each party hereby affected give farther 

evidence of (his ejection, each such pony shell execute such documents and furnish such other evidence as may be required by (he 

Federal Imerml Revenue Service or ns may be necessary to evidence this election. No such party shall give any notices or take any other 

action inconsistent with the election imde hseby. If any present Or future income tax hws of the state or stales in which Ihc Contract 

Area is located or any fiitare income tax taws of the United States contain provisions similar to those in Subdraptcr "K”. Chapter 1. 

Subtitle "A*', of tire lntonal Revenue Code of 1954. under which an election similar to that provided by Section 761 of the Code is per­

mitted. each party hereby affected shall make such election as tray be pet mi tied or required by such laws. In making the foregoing dec- 

lion. roc*1 rveh party stales that the income derived by such party from operations bgtuudta can be adequately determined without Ihc 

computation of partnoship taxable income.

- 12-
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1 ARTICLE X.

2 CLAIMS AND LAWSUITS

3

* Operator majr settle any single uninsured third pony cbmogc claim or suit arising from operations hereunder if the expenditure

5 does not exceed fifteen thousand Dollars

6 (S15.000.00) and if the payment is in corpplete settlement of such claim or suit lithe amount required for settlement e*-

7 ceeds the above amount, (he panics hvoo shall assume and lake over the further handling of the claim or suit, unless such authority is

8 delegated to Operator. All coats and expenses of handling, settling, or otherwise discharging such claim or suit shell be at the joint ex-

9 pease of (he parties participating in the operation from which die claim or suit arises. Ifa claim is made against any party or if any party is

10 sued on account of any malts arising from operations hereunder over which such individual has no control because of (he rights given

11 Operate* by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim

12 or suit involving operations hereunder.

13

l« ARTICLE XI.

15 FORCEMAJEURE

16

17 |f any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than

18 the obligation to make money payments, that party shall give to all other parties prompt written notice of (he force rnajeure with

19 reasonably full particulars concerning it; thereupon, the oblijptions of the party giving the notice, so far as they arc affected by tlic force

20 majeure, shall be suspending during, but no longer than, the contmuanec of the force majeure. Tlte affected party shall use all reasomble

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

22

23 The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require (he settlement of strikes,

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

25 witliinihediscrctionofcheparty concerned.

26

27 The terra “force majeure". as here employed, shall mean on act of God, strike, lockout, or other industrial disturbance, act of

28 the public enemy, war. blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint

29 or inaction, unavailability of equipment, and any olhCT cause, whetho- of the kind specifically enumerated above or otherwise, which is

30 not reasonably wiihin the control of the pony claiming suspension.

31

32 ARTICLE XII.

33 NOTICES

34

33 Ail notkos authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise

36 specifically provided, shall be given in writing by nail or telegram, postage or charges prepaid, or by telex or telecopier and adrhessed to

37 the parties to whom the notice is given at the adefresses listed on Exhibit “A". The crigiroting notice given under any provision hereof

38 shad be deemed given only when received by the party to whom such notice is <£reeled, and the time far such pony to give any notice in

39 response therdo shall run from (he date Use originating notice is received. The second or any reqxnsive notice shall be deemed given

40 when deposited in the mail or with (he telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Cseh party

41 stall have the right to change its address at any time, and from time to time, by giving written notice thoeofto all other parties.

42

43 ARTICLE XIII.

44 TERM OF AGREEMENT

45

46 This agreement shall remain in full force and effect as to the oil and gas leases andfor oil and gas interests subject hereto for the

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

48 lease or oil and gas interest contributed by any other party beyond the term of this agreement

49
50 □ Pinion No. I: So long is any of the oil and gas loses subject to this agreement remote or are continued in force as to any pan

51 oftbeContract Area, whether by production, extension, renewal, or otherwise.

52
53 El Onion No. 2: In the event (he well described in Artide VI.A. or any subsequent wdl drilled under any provision of this

54 agreement, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such wdl or

55 wells produce, or are capable of production, and for an additional ooiodof 180 days from cessation of all production; provided.

56 however, if. prior to (lie expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-

57 mg, plugging fax* testing or attempting to complete a wdl or wells hereunder, this agreement shall continue in force until ash opera-

58 lions lave been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the event the

59 wdl described m Article VI.A., or any subsequent well drilled hexeunder. results in a dry bole, and no other wdl is producing, or capable

60 of podueing oil xxtVor gas from the Cortract Area, this agreement shall terminate unless drilling, deepening, plugging back or rework-

61 frig np-miww within 18D days from the date of abandonment of said wdl.

62
63 H is agreed, however, that the tcrmmaUon of this agreement shall not relieve any party hereto from my liability which has

64 accroedoratiaehedpriortothedateofsuchtermimtioa

65

66

67

68
69

70
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ARTICLE XIV.

COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulation and Orders:

Tills agreement shall be subject to (he consravstion laws of di« state in which the Contract Area is located, to the valid rules, 

regulations, and orders of any cKily coadiluui eegilaiary body «f vivi sum; «nt ta ill nthes ftdtral, sue. wsi VvsA W*V or­

dinances, rales, regulations, and orders.

B. Governing Law:

This agreement and all matters pstaining hereto, including, but not limited to, matters of performance, tion-pcribrnwDce, bract), 

remedies, procedures, rights, duties, and interpretation or construction, shall be governed and determined by the law of the stale in which 

the Contract Area is located. If the Contract Area is in two or more states, the law of the state ofHew Mexico 

shall govern.

C. Regulatory Agencies:

Nothing herein contained shall grant or be construed to grant Operator the right or authority to waive or release any rights, 

privileges, or obligations which Nos-Operaters may have under federal or state taws or under rules, regulations or orders promulgated 

under sods taws in refomcc to oil. gas and mineral operations, inchidine the loesrion, operation, or production of wells, on tracts offla­

ring or adjacent to the Contract Area.

With respect to operations hereunder. Non-Operators agree to release Operator Com any and ati 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 rales, 

rulings, rcpriatnits or orders of the Department of Energy or predecessor or successor agencies to die extent such interpretation or ap­

plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non- 

Operator’s share of production that Operator may be required to refund, rebate or pay os a result of such a* incorrect interpretation or 

application, together with interest and penalties ikmcn 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 tlse requirements of the "Crude Oil Windfall Profit Tax Act 

of 1930", as sane may be amended from time to lime ("Act"), and any valid regulations or rules which may be issued by the Treasury 

Department from time to time punaent to said Act. Each party hereto agrees to furnish any and all certifications or other infcvmxtion 

which is required to be furnished by said Act in a timely mantra and insufficient detail to pencil compliance with said Act.

ARTICLE XV.

OTHER PROVISIONS

A. Priority of Operations

Notwithstanding anything herein to the contrary, it Is agreed that when • well drilled under the terms of this 
Agreement shall have been drilled to the objective formation or depth and the parties participating in the wet) 
cannot mutually agree upon the sequence and timing of further operations regarding said well, the proposals shall 
ba considered in tna following order:

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

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

3. A proposal to deepen said well in order to attempt e completion below the objective formation (If there Is 
more than one proposal to deepen, the proposals shall be considered In descending order);

4. A proposal to sidetrack the well; and

5. A proposal to plug and abandon the well.

B. Notwithstanding any other provisions herein, if during tha term of this agreement, a wall la required to be drilled, 
deepened, reworked, plugged back, sidetracked, or recomputed, or any other operation that may be required In 
order to (1) continue a lease or leases In force and affect, or (2) maintain a unitized area or any portion thereof In 
force ana effect, or (3) earn or preserve and Interest in and to oil and/or gas and other minerals which may ba 
owned by a third party or which, falling In such operation, may revert to a third party, or, (4) comply with an order 
Issued by a regulatory body having jurisdiction in ths premiss*, falling in which certain right* would terminate, the 
following shall apply. Should lest than aR parties hereto elect to participate and pay their proportionate part of 
the costs to be incurred In such operation, those parties desiring to participate shall have the right to do so at 
thalr sola cost, risk, and expanse. Promptly following the conclusion of such operation, each of those parties not 
participating agree to execute and deliver an appropriate assignment to the total Interest of each non-participating 
party in and to the lease, feasts, or rights, LIMITED TO THE SRO WOT DEPTHS, which would have terminated or 
which otherwise may have been preserved by virtue of such operation, and In and to the lease, leases, or rights, 
LIMITED TO THE SRO UNIT DEPTHS, within ths balance of the drfffing unit upon which the well was drilled, 
excepting, however, wetis therefore completed and capable of producing In paying quantities. Such assignment 
shad be delivered to the participating parties in the proportion that they bore the expanse attributable to the non- 
pertldpating parties' Interest For the purposes of defining a required operation under this provision, such 
operation «4B be deamsd required if proposed within thirteen (13) months prior to the date such rights would 
terminate.

C. This Operating Agreement dated May fi, 2009 supersedes end replaces any current Operating Agreement covering 
ths contract area.

- 14- n



A.A.P.L. FORM 610 - MwDEL FORM OPERATING AGREEMEN1 - 1982
O,,

1

2

3

4 This agreemait shall he binding upon and shall inure to the benefit of the panics hereto and to their respective hens, devisees. 

J legal representatives, successors and assigns.

6

7 Tilts instrument may be otccutod in any number of counterpane, eacli of which stall be considered an original (brail purposes.

8
IN WITNESS WHEREOF, this agreement shall be effective as of8lh day of Mav . (year) 2QQ»

ARTICLE XVI. 

MISCELLANEOUS

OPERATOR

MAR BOB ENERGY CORPORATION

'PUy yriJKL

K2>

PITCH ENERGY CORPORATION

YATES PETROLEUM CORPORATION

YATES DRILLING COMPANY

MYCO INDUSTRIES, INC.

NEARBURG EX FIX)RATION 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 \4



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND

UNIT OPERATING AGREEMENT

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

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

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

EXECUTED this 29th day of June, 20 09.

TRACTfS) See attached Exhibit “B”

YATES PETROLEUM CORPORATION

By, ,
Sharon Snowden, Attomey-in-Fact

YATES DRILLING COMPANY

By: /
Pevto/i Yates/A

ABO PETROLEUM CORPORATION

/)
By:.
John ^yVaies, Jr.. Attomey4n-Fact

Address: 105 South Fourth Street
Artesia. NM 88210

r

ACKNOWLEDGMENT
STATE OF NEW MEXICO )

) ss.
COUNTY OF EDDY )

This instrument was acknowledged before me this ?Qrh dav of i.m» 2009, by John A. Yates, Jr.. 
Anornev-in-Fact of Yates Petroleum Corporation, and of Abo Petroleum Corporation. New Mexico corporations, on

xu p.iwuunr nnucenn or new Mexico Notary Public

STATE OF NEW MEXICO )
) ss.

COUNTY OF EDDY )
This instrument was acknowledged before me this. 29th dav of June 2009. bv Pevton Yates.

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

Noiarv Public
OfRCIAL SEAL

Monutf or NEW MEXICO

Stat^Sf* WfeflTfvfexfco' ^

) ss.
COUNTY OF EDDY )

This instrument was acknowledged before me this 
Attorney-in-Fact of Myco Industries, Inc., a New Mexico corporation.

29th day of. June 2009, by Sharon Snowden,

OVfKSALSXAL 
Mi J. Bitar
Nonunr nraj&exxn or new Mexico

?-aa—

s3Uj?

Notary Public



A.A.P.L. FOR*,,__j. - MODEL FORM OPERATING AGREEMENT

ASTICIEXVL

MISCELLANEOUS

* This tfftata* Adi W ba*« on mi rial I • » the benefit of At panics ims And tc (Mr -y hean. iman

This imiftaMalaaybaeieeiMiataymaiteorceaMBFuta, each efxbidi dull be cemidaMwsifial teal papaac*.

IN WITNESS WHEREOF, ibb aye csca Adi te c/fcaiw at cf Mi in of May . lyadl _JJSL_.

OPERATOR

HARMS ENERGY CORPORATION

'tUy VrLGIL.
ro>

PTTCH ENERGY CORPORATION THE ALLA* COMPANY

; .....

YATES PETROLEUM CORPORATION

32
53 YATES DRILLING COMPANY 

34

3?
j* MYCO INDUSTRIES, INC.

39

NON-OPERATORS

THE ALLA* CC

7
EC3, IN

ABO PETROLEUM CORPORATION

CHESAPEAKE EXPLORATION, LLC

NEARBURC EXPLORATION COMPANY, LLC LEGEND NATURAL CAS Hi LE.

4} DEVON ENERCY PRODUCTION COMPANY LP

49
30
j, ------------------------------------------------------
32

-13-
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A^lP.L. FORM 610 • MODEL FORM OPERATING AGREEMENT -1982

Tka ipaa *»B ko kiiSm apoa oad Ml i

ASnCLCXVI.

MISCELLANEOUS

i <0 Ac hcirft of (Ac cmIq tamo ond 10 Ita* mcKo Mn doun,

Tto iamiioa oay kc croMod immj anM ofcoGMspor'*- cock of atiicfc M kcoocuMortdon oritatol for of] tarpon.

IN wmrSSS WHEREOF, liar oaaoBM chall tacffaimoiof fck ta.ofHov .Iwl IMP

OPERATOR

MAJIBO* ENERGY CORPORATION

ynJUL,

■tvb

PITCH ENERGY CORPORATION

TATES rETRCLCUi- CCRPCRATKSI

•OPERATORS

THE ALLAH COMPANY

~fy

M YATES DRILLINO COMPANY ARO PETROLEUM CORPORATION

J?
jj HYCO INDUSTRIES. INC.

JT

' NEASSURG EXPLORATION COMPANY, LLC

Chesapeake Exploration. LL ff.
An Oklahoma brpct^JieblliJ^cSmpany

By: y / i4k ’
Henry J. Hood. SenkRVice^ptfSidem •
Land aod leoal& GeoeraTCounsel
LEGEND NATURAL CAS HI UP.

r
4, DEVONENERCYPRODUCTIONCOMPAHYLP

• 15-



u o
EXHIBIT “A"

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

Corporation, at al, as Non-Operators.

I. CONTRA CT A REA/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 OF 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 OF THE 
BONE SPRING FORMATION

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

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

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

Yates Petroleum Corporation 13.028650%
105 South 4th Street 
Artesia, NM 88210

Abo Petroleum Corporation 6.663396%
105 South 4th Street 
Artesia. NM 86210

Yates Drilling Company 6.663396%
105 South 4* Street 

Artesia, NM 88210

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

The Allar Company 20.162395%
P. O. Box 1567 
Graham, TX 78450

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-1

TRACT NUMBER DESCRIPTION OF LANDS ACRES SERIAL NUMBER EXPIRATION BASIC ROYALTY LESSEE OF RECORD WORKING INTEREST OWNERS wi Decimal Net Acres

DATE AND PERCENTAGE

TOWNSHIP 25 SOUTH. RANSE3QASI

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 0.210455S0 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 0.11959360 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

ABO Petroleum Corp 0.04257430 13.623776

Yates Drilling Company 0.04257430 13.623776

MYCO Industries, Inc. 0.042S7430 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

O

o

ilt>



Exhibit A-l

Section 34: 5/2 320 V-7085 7/1/2009 * Prod 0.16667 MAR808 ENERGY CORPORATION Marbob Energy Corp 0.19505495 62.417584

Pitch Energy Corp 0.19505495 62.417584

Yates Petroleum Corp. 0.07554945 24.175824

ADO 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

TOWNSHIP 26 SOUTH. RANGE 2* EAST
0.19505495 62.417584

Section 2: W/2 320 VB-0694 7/1/2010 0.1875 YATES PETROLEUM CORPORATION Marbob Energy Corp

Pitch Energy Corp 0.19505495 62.417584

Yates Petroleum Corp. 0.075S4945 24.175824

ADO 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

Section 3: E/2 320 V-7438 7/1/2010 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

ADO 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

Section 3: W/2 320 V-7461 7/1/2010 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

AElO 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

O

o



Exhibit A-l

8 Section 4: E/2 320 V-7439 7/1/2010 0.16667

9 Section 4: W/2 320 V-7462 7/1/2010 0.16667

10 Section 5: E/2 320 V-7440 7/1/2010 0.16667

UNCOMMITTED

Section S: W/2 320 V-7463 7/1/2010 0.16667

The Adar 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 0.075S4945 24.17S824

Yates Drilling Company 0.07554945 24.175824

MYCO Industries, Inc. 0.07554945 24.175824

The Allar Company 0.30769230 98.461536

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

ASO 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 S8.631936

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 38.2699S2

Legend Natural Gas 0.21045550 67.34576

Devon Energy Production Company LP 0.23940960 76.611072

<25~



12 Section 6: E/2 

UNCOMMITTED

320 V-7441

13 Section 7: E/2 320 V-7465

7/1/2010

7/1/2010

14 Section 8: W/2 

UNCOMMITTED

320 V-7443 7/1/2010

Exhibit A-l

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

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

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

O

o



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 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

0.16667 The Allar Company Marbob Energy Corp 0.19505495 62.417584

Pitch Energy Corp 0.19505495 62.417584

Yates Petroleum Corp. 0J37554945 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 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

0.1875 The Allar Company Marbob Energy Corp 0.19505495 62.417584

Pitch Energy Corp 0.19505495 62.417584

Yates Petroleum Corp. 0.075S4945 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

<s&~



Section 10: E/2

Section IS: E/2

Section 15: W/2

Section 16: E/2E/2

Section 17: E/2

V6-0695 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

0.16667

0.16667

0.16667

0.16667

Yates Petroleum Corporation Marbob Energy Corp 0.19505495 62.417584

Pitch Energy Corp 0.19S05495 62.417584

Yates Petroleum Corp. 0.07554945 24.175824
ADO Petroleum Corp 0.07554945 24.175824

Yates Drilling Company 0.07554945 24.175824

MYCO Industries, Inc. 0.07554945 24.175824

The Altar Company 0.30769230 98.461536

The Allar Company Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417S84

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

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 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 Aiiar Company 0.30769230 49.230768

Chesapeake Exploration LP Chesapeake Exploration Limited Partnership 1.00000000 320



L

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*1

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

lYlarbob Energy Corp 0.50000000 160

0.16667 Chesapeake Exploration LP Chesapeake Exploration Limited Partnership 1.00000000 320

0.16667 Nearburg Exploration Company, llc Mearburg Exploration Company, LLC 1.00000000 320

0.16667 Marbob Energy Corporation Marbob Energy Corp 0.19505495 62.417584

Pitch Energy Corp 0.19S05495 62.417584

Yates Petroleum Corp. 0.07554945 24.175824

ABO Petroleum Corp 0.07554945 24.175824

Yates Drilling Company 0.07554945 24.17S824

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%

TOTAL COMMITTED ACRES 

TOTAL UNCOMMITTED ACRES

TOTAL ACRES

7360

960
8320

Marbob Energy Corp 0.18507511 1188.974488

Pitch Energy Corp 0.16016S61 1028.974488

Yates Petroleum Corp. 0.12379680 795.305384

ABO Petroleum Corp O.Q6331485 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

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 0.10484446

Nearburg Exploration Company LLC

TOTAL 1.00000000



THERE IS NO EXHIBIT “B” TO THIS DOCUMENT
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EXHIBIT

Attached to and made a part of Attached to a made a part of that certain Joint Operating Agreement dated 
May ^ 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. Definitions

"Joiat Property" shall mean the real and personal property subject to ihe agreement to which this Accounting Procedure isattoched.

“Joint Operation!* dull mean all operation! accessary or proper Tor Ihe development, operation, protection and maintenance of the 

Met Property.

"Joint Account* shall racaa ike 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 mean the pony designated to conduct lire Joint Operation!.

"Non-Operators* shall neon the Parlies to (hr! agreement ether than the Operatic.

ToniesT rteu mean Operator and Non-Operators.

"Firs Level St4*rvisors" shall mean those employees whose primary food ice in Joint Operations is the direct supervision of other 

employees and/or contract labor dbeoly employed on the Joint Property in a JieM operating capacity.

"Technical Employees" shall mean (ho* employees having special rad specific engineering, geological or other professional skills, 

aad whose primary function in JoiH Operations is the handling of specific operating condilioas and problems for the benefit of ibe 

Joint Property.

"Personal Expenses" shall mean travel and other reasonable retmburaUe expenses of Operator’s employees.

"M m trial' stall mean personal property, equipment ot aapfAies acquired or faeM forme on the Joint Property.

"Controllable Material" skd mean Material which at the time is so classified in the Material Class fieation Manual ns most 

recently recommended by the Council or Petroleum Accountants Societies.

2. Statement and Blhlogt

Operator shall bill Non-Operators oe or before the Iasi day of each month for their proportionate share of the Joint Account for the 

preceding moalk. Such bill* will be accompanied by statements which identify the authority for expenditure, lease or facility, sod all 

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

and unusual charge! and credits shall be separately identified and fully described in detail

3. Advances and Payments by Non-Opera ton

A. Unless otherwise provided fbr in the agreement, the Operator may require the Non-Operators to advance their Sure of estimated 

cash outlay for the succeeding month's operation within fifteen (15) days after receipt of the billing or by the lira day of Ihe mooth 

for which the advance is required, whichever is lalcr. Operator shall adjust each monthly billing (a reflea advances received horn 

the Moo-Operators.

D. Penh Non-Opentot shall pay its proportion of ell bills within fifteen (15) days aflcr receipt. If payment is not mode within arch time, 

the vmpaid balawe shall bear tmeresl monthly at Ihe prime rate In efTect at Chase Manhattan Bank on the fire! day of the mwah 
in which delinquency occurs plus 1% or die maximum contract rate permitted by the applicable usury laws in the state in which 

the Joint Property is located, whichever is the lesser, plus aiiome/s tees, eon it costs, sad other costs in connection with the 

eollecricn of unpaid amoanls.

4. Adjustments

Payment of rety such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof, provided, 

however, alt bills and «*«►—►*« rendered to Non-Operators by Operator during any calendar year shall conclusively be {roamed to 

be true and correct after twenty-four (24) more hi follovriig Ihe ead of any such calendar year, unless within the said twenty-four (24) 

renath period a Non-Operatcr lakes written exception thereto and makes claim oo Operator Cot adjustment. No adjustment favorable 

to Operator «u«n be made unless it is made within the same pi escribed period. The provisions of this paragraph dell not prevent 

adjutftnctttsrestltisg (bsa t physic* inventory ofCorUral table Material as provided for in Section V.

COPYRIGHT © 1985, 2004 by the Council of Petroleum Accountants Societies.
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Audit!

A. A No*-Opcratcr, upon notice in writing to Operolor and all other Non-Opcratoss, shall have the right to audit Operator's accounts 

and records relating to the Joint Account for any calendar year within the twenty-fen (24) mosth period Allowing the end of 

such calendar year, provided, however, the making of an audit shall not extend the time fbr the taking of written exception to and 

the adjustments of accounts as provided for in Paragraph 4 of this Section L Where (here are two or more Non-Operators, the 

Noi-Opcrators shall mako every reasonable elTon lo cooduci a joint audit in a manner which will result ia o minimum of 

inconvenience to the Operator. Operator stall bear no portion of the Non-Operators’ audit cost incurred under this paragraph 

unless agreed lo by the Operator. The audits shall not be conducted more than once each year without prior approval of 

Operator, except sport the Ksigiatioa or removal of the Operator, and stall be made at the expense of ihosc Non-Opctwers 

approving such audit.

B. Tbe Operator shall reply la writing to u »«£i report within 180 days after receipt of such report.

Approval By N*o-Operalon

Where an approval or other agree meat of tbe Parties or Non-Operators is expressly required esder other sections of this 

Accounting Procedure and if I he agreement to which this Accounting Procedure is attached contains no contrary previsions in regard 

thereto. Operator shall ootify all Non-Operators of (he Operator’s proposal, and the agreement or approval of a majority in interest of the 

Non-Operators shall be cordrolling on all Non-Operators.

21
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24
Operator stall clutge the Joint Account with the following items;
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I. Ecological and Environmental
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Coas incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy 

environmental consideration! applicable to the Joial Operations. Such costs may include surveys of an ecological or archaeological 

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

Rentals and Royalties

Lease rentals and royalties paid by Operator for the Joint Operations 

Labor

A. (I) Salaries lad wages of Operator's field employees directly employed on the Joint Property in the conduct of Joaru Operations

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

O) Salaries and wages of Technical Employees directly employed on the Joint Property if sueh charges are excluded (horn 

the overhead rales

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly employed in the 

operation or the Joist Property if such charges ore excluded from the overhead rates.

B. Operator's cos of holiday, vacation, stateness and disbility benefits and other customary allowances paid to employees whose 

salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section IL Such costs ander this Paragraph 3B 

may be charged on a "when and as paid basis* or by "percentage assessment’ on the amount of salaries aad wages chargeable to 

the Joint Account under Paragraph 3A of this Section II ir percentage assessment is used, the raw shall be based on the Operator’s 

cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable te 

Operator's costsehargeable to the Joint Account under Paragraphs 3A and 3B of this Seaton II.

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

ofthisSeaioi IL

Employee Bene fits

Operalor’s current costs or csuMishcd (dans for employees’ grot? life insurance, hospitalization, pens on, retirement, slock purchase, 

thrill, bonus, aad other benefit plans of • like nature, applicable to Operator’s tabor cos chargeable to tbe Joint Account under Paragraphs 

3A and 3B of this Section II dull be Operator’s aerial cost not to exceed tbe percent most recently recommended by the Council of 

Petroleum Accountants Societies.
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Material

Mauris) purchased or Itanshed by Operator for use on the Join Property as provided under Section IV. Only such Material stall

be purchased for or transferred to the Joint Pregteny es nay be required for immediate use and is leasanabty practical and eoassem

with effitient and economical opcraiiow Tbe acroraidatioe of surplus stocks shall be avoided.

Trantpertataon

Transportation of employees and Material nuccsary for the Joint Operations but sulgect to the following limitations:

A. If Material is moved to the Joiai Property from the Operator's warchous or other properties, no charge shall be made to (he 

Joint Account for a distance greater than the dBttace from the nearest reliable supply store where like material is normally available 

or railway receiving point neatest the Joins Property artless agreed to by the Parties.

D. If surplus Malcria! is moved to Operator's wsrehense or other storage point, no charge stall be made to the Joint Account for a 

distaace greater than the distance lo the nearest reliable supply store where like material is normally available, or railway 

receiving point nearest the Join Properly unless agreed to by the Parties. No charge dull be made to (he Joint Account for 

moving Material mother properties belonging to Operator, unless agreed to by the Panics.

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is available when the 

actual charge is 5400 or less excluding acoessoriil charges The 5400 will be adjusted lo the amount most recently recommended by 

the Council of Petroleum Accountants Societies

Services
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The cost of com met services equipment and utilities provided by outside sources except services excluded by Paragraph 10 of Section II 

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

directly engaged oa the Joins Property if such charges are excluded from the overhead rates The cost of professional consultant services 

or contract services of technical personae) not directly engaged no the Joint Property shall not be charged to the Joint Account 

unless previously agreed to by the Ponies.

EqsdpmMt and FaeBties Furnished By Operaier

A. Operator stall charge the Joint Aoeoont for use of Operator owned equipment and facilities at rates commensurate with costs 

of owaership end operation. Such rates dull indude cobs of maintenance, repairs, other operating expense, insurance, taxes, 

depreciation, and Merest on gross investment less accumulated depredation oot to exceedtwelve percent ( 12 M)

per annum. Such rales shall not exceed average commercial races currently prevailing in tbe immediate area of the Joint Properly.

U. la |jcu of charges in Paragraph 8A above, Operator may elect to use average commercial rates prevailing in the immediate area of 

the Joist Property less 20%. For automotive equipment, Operator may elect to use rates published by the Petroleum Motor 

Transport Association.

Damages and Losses I* Joint Property

All costs or expenses neccsary for the repair or replacement of Joint Properly made necessity because of damages or losses incurred by 

fire, flood, storm, thcfl, accident, or other eae*. except thorn resulting from Operator's gross negligence or wtlllW miseoaduci. 

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

been received by Operator.

Legal Expense

Expense of tarelliog. investigating and settliag litigation or diims, discharging of liens, payment of judgments and amounts paid 

for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect or recover the Join 

Property, except that no charge for services of Operator's Iqpl staff or fees or expense of outside attorneys shall be made unless 

previously agreed lo by tbe Parties All other legal expense is considered to be covered by the overhead provisions of Section III 

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

Taxes

AU u™ of every kind and nattee »rwyw«i a levied upoe c* in connection with the Joiat Property, (he operation thereof, or the 

production therefrom, end which tarn lave been paid by the Operator for the benefit of (be Parties If tbe ad valeaent taxes are bored 

m whole or in part upon septnte valuations of each parly's working ioterea, thou notwithstanding anything to the contrary herein, 

darges to (he Joint Account dull be made oral paid by the Parties hereto in accordance with the tax value generated by each party's 

working interest

3^-3-
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Insurance

Net premiums paid for insurance rmuircd to be carried for (be Join) OporatWM Ox Ok prows/ow of (be h 4* vrest Mm

Operations lie conducted i« a sums in wkich Operator may act as self-insurer for Worker's Compensation aul/or Employers Liability 

under the respective state’s law* Operator may, at iu clectioi, inclide the ridt under its self- insurance program and in that event. 

Operator dull include ■ charge si Operator's cos not to exceed martial rata

Abandon meat and Reclamation

Costs incurred for abandonment of the Joint Properly, ind trims cons required by governments) or other regulatory authority.

Coatmul cations

Cost of acquiring, leasing, installing, operating, repairing and maintflinrag comm uni cation systems including radio and nticrowive 

focJliiics directly serving the Joint Property. In the event communicaiieo bciliiics'systems serving the Joint Property are Operator 

owned, charges to the Joint Account shall be made as provided m Paragraph 8 of this Section 11.

Other Expenditures

Any other expenditure not covered or dealt with it the foregoing provisoes of this Section II, or in Section (II and which is of direct 

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

III. OVERHEAD

Overhead • Drilling and Producing Operations

i. As compensation for administrative, supervision, office services and warehousing costs. Operator shall charge drilling and 

producing operations on cither;

( X ) Fixed Rale Basis; Paragraph (A, or 

( ) Percentage Basis, Paragraph IB

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

plus applicable burdens and expenses of ill personnel, except those directly chargeable under Paragraph 3A, Section II The cost 

and expense of services from outside sources in conoeetion with matters of taxation, traffic, accounting or matters before or 

involving governmental agencies shall be considered as included in the overhead rales provided for in the above selected Paragraph 

of this Section HI unless such cos and expense are agreed to by the Parties as a direct charge to the Joira Aeconat.

it. The salaries, wages and Personal Expenses of Technical Employees aad/ar the cost of professoral consul ant services and 

contract services of technical personnel directly employed on the Join Property:

( } shall be covered by dre overhead rates, or

(X ) shall not be covered by the overhead rates.

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

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

the Joint Property;

( X ) shall be covered by the overhead rates, or

( ) shall not be covered by the overhead rates

A. Overhead - Fixed Rate Basis

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

Drilling Well Rate S 6000 00 

(Prorated for less thaa a foil month)

Producing Well Rale* 600.1X1

(2) Application of Overhead -Fixed Rale Basis rirall teas follows

(a) Drilling Well Rate

(I) Charges for drilling wells dad begin on the dale the well is spudded and term male on the date the drilSng 

rig, completion rig. or other units used in completion of (he well is released, whichever is later, except Ibat no

V5-4-
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charge shall be made during suspension of drilling or completion operations for fifteen (IS) or more 

consecutive calendar days.

<2) Charges for wells undergoing any type of -woricovcr or recompteiion tor a period of fi'e (3) consecslivc work days 

or more shall be made at the drilling vreil rate. Such charges doll be applied far the period from date 

workover operations, wilb rig or other units used in workover, commence through date of rig or other unit 

relearn, except that no charge doll be made during suspension of operations for fitceu (IS) or more 

consecutive calendar days

(b) Producing Well Rales

(1) An acrire well either produced or injected iMo for any ponton of the month shall be considered as a onc-wdl 

charge for (he entire mrlX

(2) Each aelivc completion in a midti-coroplctcd well in which production Is not commingled down hole &all 

be considered as a one-well charge providing each completion is considered a separate well by Ike 

governing regulatoty authority.

(3) An inactive gas well shut ia because of overproduction or failure of purchaser to take the production doll 

be considered as a one-wclt charge providing the gasweil rsdirctlly connected to a permanent sales outlet.

(4) A one-welt 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 wdl 

rale applies

(5) All other inactive wells ftodadin* but not liraited to tractive wells covered by urn! allowable, lease 

allowable, transferred allowable, esc.) shaft not qualify for an overhead charge.
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(3) The well rates shall be adjusted as of the first day of April each year following Ihe effective date of the agreement to which 

Otis Accounting Procedure is attached by (be percent increase ordeeranse published by COPAS.

B. Overhead • Percentage Basis

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

(a) Development

Percent I Wofthccost of development of the Joint Property exclusive of costs

provided under Paragraph I Oof Section Hand all stJvagc credits

(b) Operating

_______________________  Percent f St I of the cost of operating the Join Property exclusive or costs provided

aader Pampas*] 2 ud 10 of Section II, all salvage credits, the value of rejected substances pnehared for 

secondary recovery and all »««*« and assessraeats which are levied, assessed and paid upon Ihe mineral interest is 

and to the Mm Property.

(2) Application of Ovesbead - Percentage Bass shall be as follows:

for ihe purpose of determining charges on a percentage basis under Paragraph IB of this Seaton III, development shall 

include all costs in connection with drilling, redrilling. deepening, or any rcmcdisl operations on any or all wells involving 

the ure of drilling rig and crew capable of drilling to the producing interval on the Joint Property; also, preliminary 

expenditures necessary in preparation for drilliig and expenditures incurred in abandoning when the well is not completed 

as a producer, and original cos of construction or instil folios of fixed assets, the expansion of fixed assets and any ollter 

propel clearly discernible as a fixed asset, except Major Conarucliem as defined in Paragraph 2 of this Section III. All 

other costs shall be considered os operating.

Overhead - Major Constroetloa

To compensate Operator for overhead costs incurred in the coastsueuan end ixs&Bslloc of fixed assets, the expansion of fixed assets, and 

any other project clearly dbecnuble as a fixed asret required for the development and operaiioa of the Joira Property. Operator stall 

cither negotiate a raw prior to the beginning of eonsrodioa, cc shall charge the Joint Aceounl for overhead based on d» fottowjng rates 

for any MajorCaari ruction project Ht excess of S2S.Q00.00 :

A. i 36 of firs $100,000 or tout cos if less, plus

B. i 38 of coss in excess of $ 100.000 but less thou $1,000,000, plus

C. 2____%ofcoss in excess ofSI,000,000
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Tottl cost shall mean the cross cos of any one project For the purpose of (to paragraph, the component pans of a ancle project shall 

no) be ueoted separately and ihe cod of drilling and workover wells and artificial lift expripmem shall be excluded.

Camtraphe Overhead

To con pea sate Operator far overhead costs incurred in the event of expenditures reselling from a single octetrenet due to oil spill, 

blowout explosion, fire, storm, humcanc, or other catastrophes as agreed to by the Parties, which are necessary lo restore (he Joint 

Property to the equivalent condition (hot existed prior lo the event causing the expenditures. Operator shall either negotiate a rate 

prior to charging the low Accouot or shall charge Ike Joint Aecouni for overhead based on the following rate*

A. 3 Mofimtil costs through SI00,000; pins

6. _ 3 — % of total cods in excess of 3100,000 but less than 31,000,000; plus

C. 2 %of total teas in excess ofSt.000.000.

Expendittocs subjeel to the overheads above wilt not be reduced by insurance recoveries, and ao other overhead provisions of ihis 

Section lit shall apply.

Amend meat of Rates

The overhead rates provided for in this Section Ul may be amended (tom time to tine only by owaal agreement between the Parties hereto 

if, in practice, the rates ere {bead to be insumeicni or excessive.
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IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS ANO DISPOSITIONS

Operator is responsible for Joint Account Material and shall make proper and 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, such Material may be supplied 

by tbc Non-Operator, Operator shall make timely disposition of idle and/or surplus Material, such dispoal being made either through sle to 

Operator or Non-Operator, division in kind, or ale to outsiders. Operator may parchas, but shall be tinier no obligation to purchase, interest 

of Non •Operators in surplus condition A or 8 Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed 

lo by the Parties.

1. Purchases

Material purchasd shall he charged at the price paid by Operator alter deductioo of all discounts received. In case of Material found 

to be defective or returned to vendor for any other reasons, credit shall he passed to the Join Account when adjustment has been received 

by Ike Operator.

2. Trans Pen and Dispositions

Material famished to ibe Joint Property and Material transferred from the Joint Property or disposed of by the Operator, unless 

otherwise agreed to by the Parlies, stall be priced on the fallowing basis exclusive of cash discounts:

A. New Materia] (Condition A)

(I ] Tabular Goods Other than Line Pipe

(a) Tubular goods, sized 2 3/8 inches OD and larger, except line pipe, skull be priced at Eastern mill published carload 

base prices effective as of date of movement plus transportation cos using the 80,000 pound carload weight basis 

lo Ihc railway receiving point nearest the Joint Pro pony for which puMidied rail rates far lubular goods exist. If the 

80,000 pound rail rate is not offered, the 70.000 pound or 90,000 pound rail rate nay be used. Freight charges 

for tubing trill be calculi)ted Iron Lorain, Ohio and caring from Youngstown, Ohio.

(b) For grades which are special to one tnfU only, prices doll be computed at the mill base of that mill plus transportation 

cost from that mill to the railway receiving point nearest [be Joioi Properly as provided above in Paragraph 2_A.fl )(a). 

For Iranspottation cost from points other than Eoscra mils, the 30,000 pound Oil Field Haulers Association interstate 

mack rate shall be used.

(c) Special ead fundi tubular goods shall be priced at the lowed published om-of-cock price, fob, Houston. Texan 

plus transportation cost, sriag Oil Field Haulers Association interdate 30,000 pound (rock rate, lo the railway receiving 

point neatest the Joint Property.

(d) Macaroni tubing (rize less I hen 2 3Ji inch OO) shall be priced si (be lowed published out-of-stock prices fab. the 

supplier plus transportation cods, using the Oil Field Haulers Association intsrdate truck rate per weight of 

tabing transferred, to ike railway receiving print nearest the Joint Property.

3V• 6-
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(2) Une Pipe

(n) Line pipe movements (except size 24 inch 00 and larger with walls JS inch and over) 30,000 pounds or more

shall be pneed under provisions of tubular goods pricing in Paragraph A-flXa) es provided above. Freight clsrgcs

shall be calculated bom Lonia, Ohio.

(b) Lite Pipe ntovctncfflS (except as 24 inch OD and larger with walls fe inch and over) less that 30,000 poasds

shall be priced at Eastern null published carload base prices effective as of date of Shipman, plus the perceot most

recently recommended by COP AS. plus transportation costs based on freight rates as set forth under provisions of 

tabular goods pricing In Paragraph A .(I ){a) as provided above. Freight charges shall be calculated from Lorain, Ohio.

(c) Line pipe 24 inch OD and over and V inch well and larger shall be priced fo.b. the point of man a lecture at current 

new published prices plus transportation cos to the railway receiving point nearest the Joint Property.

(d) Line pipe, including fabricated line pipe, drive pipe and condoii not liaed on published price lists doll be priced at 

quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices agreed to by (he Parties.

0) Other Material shall be priced at Ike current new price, in eflect al date of movement, as listed by a reliable supply sore 

nearest the Joint Property, or point of manufacture, plus transportation cogs, if applicable, to the railway receiving point 

nearest the Joiat Property.

(4) Unused new Material, except tubular goods, moved from the Joiat Property shill be priced at the current new price, in cfTcct 

os date of mo*«tnenf, as tided by a reliable supply store nearest the Joint Property, or point of manufacture, plus 

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

priced as provided above in Paragraph ZA.(I) and (2).

8. Good Used Material (Condition B)

Material in sound and serviceable condition and suitable tor reuse without reconditioning:

(1) Materia! moved to the Joint Properly

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

(2) Material used on and moved flora the Joint Property

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

charged to the Joint Account as new Material or

(b) Al siwy-Cve percent (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 usedon and moved fromthcJoim Property

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

The cost of reconditioning, ifaay, shall be absorbed by the transferring property.

C Other Used Material

(1) Condition C

Material which is oot in sound and serviceable conditio* oral not suitable for its original function until after 

reconditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost 

of reconditioning shall be charged to the receiving property, provided Condition C value plus cost of recondiitoaing 

does not exceed Condition 0 value.

(2) Condition D

Material, excluding jut*, no longer suitable for its original purpose, but usable for sotae other purpose &all be priced 

on a bap's commensurate with its use. Operator may dispose of Condition D Material ander procedures normally 

used by Operator without prior approval of Non-Operators.

(a) Casing, tubing, or drill pipe used as lime pipe Shall be priced as Grade A and B seamless line pipe of comparable 

Size are) weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line pipe prices.

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines, shall 

be priced under normal pricing procedures tor casing, tubing, or drill pipe. Upset tubular goods shall be priced 

an a non upset basis

-7-
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(3) Condition E

Juk shell be priced at jeevsitinj prices. Operator nay dispose of Condition E MateritJ under procedures normally 

utilized by Operator without prior approval of Non-Opera tees

D- Obsolete Material

Material ortiei. » sesweefelc wd. uabk ft* V* ftmtaton bat condition aotaw viue oT sodi Material is not

equivalent to that which would justly a price as provided above nay be specially priced as agreed to by the Ponies. Such 

price should result in ihe Joint Account betas charged with Ihe value of the service rendered by such Material.

E. Pricing Coaditions

(I) Loading or unloading costs may he charged to the Joint Account at Ihe me of twenty-five cents (2Sd) pa hundred 

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

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

percentage increase or decrease used to adjust overhead rates in Section III, Paragraph I.A.(3). Each year. Ihe 

rate calculated shall be rounded lo ihe nearest cent and shall be the rate in effect uotil the first day of April next year, 

Such rate shall be published each year by Ihe Council of Petroleum Accountants Societies.

(2) Material involving crceiiot costs Mail be charged at applicable percentage of Ihe current knocked-down price of 

new Material.

Premium Prices

Wheicter Material is tut readily obtainable at published or listed prices because of notional emergencies. strikes or other unusual 

causes w which the Operator has no coitrol, the Operator nay charge the Joint Account for the required Material at the Operator’s 

actual cost incurred in providing such Material, in making it suitable lor use, and in movirg it to the Join Property; provided 

mice In writing is furnished to Non-Operators of Ihe proposed charge prior to billing Non-Operators for such Material. Each 

Non-Operator dull have the right, by so electing and notifying Operator wilhio ten days after receiving notice from Operator, ro furnish 

in kind all or pert of his share of such Material suitable Gar ere aad acceptable to Operator.

4. Warranty of Malarial Furnished By Operator

Operator does not warrant the Material famished. In case of defective Moicriol, credit Mall not be peered to the Joint Account 

imtil adjustment has been received by Operator from (he manufacturers or their agents

V. INVENTORIES

ThcOpcmtor shall maintain detailed recosdsofConirolbblc Material.

I. Periodic Inventories, Notice aod Representation

At reasonable intervals, inventories Mall be taken by Operator of the Joint Account Controllable Material. Written notice of intention to 

lake inventory shall be given by Operator at least Misty (30) days before any inventory is to begin so that Non-Operators may ho 

represented when any mvmtory is tskea. Failure of Nan-Opera tors to be represented at an inventory shall bind Non-Operators to accept 

the inventory Lakes by Operator.

Z. ItKMdMIw and Adjustment of Inventories

Adjustments to ihe Joint Account resulting Aon (he reconciliation or a physical inventory shall be made within six months following 

the taking of the inventory. Inventory odjestmenu shall be made by Operator lo Ihe Joint Account for overages and shortages, bit. 

Operator shall be hdd accountable only for Monages due to lack of reasonable diligence

3. SpedaHTemurics

Special inventories may be taken whenever these is aay sale, change of interest, or change of Operator in the Joint Properly, it shall be 

Ihe duty of the party selling to notify all other Panics as quickly as possible after Ihe transfer of interest lakes place. In such cases, both 

Ihe sella and the purchaser Midi be governed by such inventory. In cases involving a change of Operator, all Parties Mall be governed 

by such inventory.

4. ExpcnscofCenduetbig Inventories

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

8 The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except inventories 

required due to change of Operator shall be charged lo Ihe Joint Accotnl.

-8-



EXHIBIT “D
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Attached to a made a part of that certain Joint Operating Agreement dated 
May 4 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.
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EXHIBIT “E”

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

Corporation, etat, 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 ary 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 arty 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 
proradon unit, other parties collectively owning participation percentages of more than 50% shall be 
entitled to produce each month 100% of the lesser of (a) allowable gas production assigned to such 
proration unit by applicable state regulatory authority or (b) the delivery capacity of gas from such 
proration unit; provided, however, no party who does not have gas in place shall be entitled to take or 
deliver to 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 of the gas 
produced shall be credited with gas in place equal to its full share of the gas produced under this 
Agreement, less its share of gas used in lease operations, vented or lost, and less that portion such party 
took or 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 the other Parties hereto against all claims, losses or 
liabilities arising out of its failure to fulfill such obligations.

4. After notice to the Operator, any party at any time may begin taking or delivering to its 
purchaser its full share of the gas produced from a proration unit under which it has gas in place less 
such party's share of gas used in operations, vented or lost. In addition to such share, each party, 
including the Operator, until it has recovered its gas in place and 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 of such party with gas in place and the denominator 
of which is the total percentage interest in such proration unit of all parties with gas in place currently 
taking or delivering to a purchaser.

5. Nothing herein dial! be construed to deny any party the right, from time to time, to 
produce and take or deliver to its purchaser its fiil 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 cf gas equal to that for which settlement is made. For gas, the price of which is not 
regulated by federal, state or other governmental agencies, the price basis shall be the price received for
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the sale of the gas. For gas, the price of which is subject to regulation by federal, state or other 
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 
respect hereto.

7. Notwithstanding the provisions of fl6, 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 (he 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 foOowing the date of such written demands) within 90 days following the actual receipt of 
such written demands by the overproduced parties, in the same manner provided for in ^6. The option 
provided for in this paragraph may be exercised, from time to time, but only one time in each calendar 
year.

8. Nothing herein shall change or affect each party's obligation to pay its proportionate 
share of all costs and liabilities 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 pool within the Contract Area, but such proratlon unit shall not 
include any producing horizon which is not within the vertical limits of said pool. This agreement shall 
remain ;n 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.
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EXHIBIT “F”

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

Corporation, at af, as Non-Operators.

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

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

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

6) In the event of the Operator’s non-compliance with the non-discrimination clauses of this contract 
or with any of the said rules, regulations, or orders, this contract may be canceled, terminated or 
suspended in whole or in part and the Operator may be declared ineligible for further Government 
contracts or federally assisted construction contracts in accordance with procedures authorized In 
Executive Order 11246 of September 24, 1965, and such other sanctions in Executive Order 
11246 of September 24,1965, or by rules, regulations, or order of the Secretary of Labor, or as 
otherwise provided by 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 tire 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 will not maintain or 
provide for Operator's employees any segregated facilities at any of Operator's establishments, and that 
Operator does not and will not permit Operator’s employees to perform their services at any location, 
under Operator’s control, where segregated facilities are maintained. The Operator agrees that a breach 
of this certification is a violation of the Equal Opportunity clause in this contract As used in this 
certification is a violation of the Equal Opportunity 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 docks, 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 orign, 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 clause. The certification may be 
submitted either for each contract and subcontract or for all contracts and subcontracts during a period 
(i.e., quarterly, semiannually, or annually).


