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OPERATING AGREEMENT

THIS AGREEMENT, cnicred into by and batween ___Marbob Energy Corporation

heveinaller designated and
referred to as “Operator”, and the signatory party or parties other than Opeator, imes hereinafter referred to individually hercin
s “Non-Operstor”, and collectively as “Non-Operators™.

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leasis andvor oil and gas interests in the bmd identificd in
Exhibit “A™, and the parties hereto have reachod an agrocment to explore tnd duvelop these leases and/oc il and gas incerests for the

production of oil and gas 10 the extent and as hercinafter provided,

NOW, THEREFORE, R is agreed a3 follows:

ARTICLE L
DEFINITIONS

As used in this sgreement, the following words aad terms gl have the meanings hen ascribed to them:

A. The tarm “oil and gas™ shall mean oil, gas, casinghend gas, gas cond and all other liquid or gascous hydrocszbons
and other awtketable sub produced therewith, unless an intent to limit the inclsiveaess of this term is specifically stated.

B The fermsz “ol! =nd gms leses”, “lenge” and “leasehold” chall mesn the 01! and pov Icases covering lucts of land
lying within the Contract Area which arc owned by the parties to this agreement.

C. The tenys “oil and gas intcrests™ shall mean unlessed foe and mingal inkeests in tracts of fand lying within the
Contract Acea which are owned by parties (o this agreement.

D. The term “Conlract Area™ shall mean all of the lands, oil aad gas lcaschold interest: and ofl and gas interests intended to be
developed aud operated for oil and gas purposes under ¢his agy Such tamts, oil and gas ) aschold intercsts and ofl and gas interests
are described in Exhibit A"

E. The term “drifting unit” shall mean the area fixed for the drilling of onc we'l by order or wule of any siate or
fedorn] body having authority. Ifa drilling unit is not fixed by any such rule or order, a drilling ucit shall be the drilling unit as establish-
ed by the pattern of drilting in the Contract Area or es fixed by express agrcement of the Drilling Parti-s.

F. The term “drilisite™ shall inean the ol and gas lease or imerest on which a proposed well is to be located.

G. The tertrs “Drilling Party” and “Consenting Party™ shall mesn 2 party who agrees 10 joir. in and pay its share of the cont of
any operation conducted under the provisions of this agrecment,

H. The tams “Non-Drilling Party" and “Non-Consenting Party™ shall mean a party who cdects not lo participate

in a propased operation.

Unicss the context otherwise cleardy indicates, words used in the singular include the plural, the plumal inchwdes the
singular, and the neuter gender includes the line and the femini

ARTICI.IE n
EXHI Bf’l‘s

&1 A, Exhibit“A”, shafl include the following i
(1) ldentification of lamds subject 10 this agreesaent,
(2) Restrictions, ifany, as to depths, formations, or substances,
(&) or fractional i ofpaﬂialo!ﬁsawngl.

The: followi chibits, as indicated below and hed hereto. are incorp ¢ in and made a part hereol:

(4) Qil and pas leases and/oc 0il and gas interests sabject (0 this agreement,
(85) Addresses of parties for notice purposes.
B. Exhitwt '8~ Form of Lease.
C. Exhibit “C", Accounting Procedure.
D. Exhibilt “D", Insurance.
E. Exbibit “E", Gas Balancing Agreement.
F. Exhibit “F™, Non-Discrimination and Certification of Non-Segregated Facilitics.
G. Exhibil “G”, Tax Pantnership.
If any provision of any exhibit, except Exhibits “E™ and "G™, is inconsistent wilh sny provision comtatned i the body
of this egreement, the provisions in the body of this agrecment shall prevail.
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j
ARTICLE 1.
INTERESTS OF PARTIES

A, Oil and Gas Interests: ,

'

If any party owns an oil and gas interest in the Contract Area, that interest shall be ueated for all purposes of this agreement
and during the term hereof as i€ it were covered by the form of oil end gas lcase atiached hareto as Exhibit “B”, and the owner thereof
shall be deemed to own both the royally interest rescrved ia such Iease and the interest of the lesses thereunder.

B.  Interests of Parties in Costs and Production:

Unaless changed by other pmvumns. all costs and Jiabililies incurred in oporations under this agreement shall be bome and

paid. and all equij and quired in operations o the Coniract Area shall be owned, by the partics as their interests are st
forth in Exhibit “A™. In the ame manner, the parties shall also own l“ peoduction af oil and gas from the Contract Area subject to the
payment of royalties to the extent of 7% which shall be borpe as bereinafler sct forth,

Regardless of which party has contributed the lease(s) and/or oil and gas imcresi(s) hereto on which royalty is due and
payablc, cach party cntithed to ceccive a share of production of oil md‘ gas from (he Contruct Area shall bear and shall pay or deliver, or
cause 0 be paid or delivered, 1o the exient of 118 interest in such pmduamn. the royalty ipalated hereinabove and shell hold the
other parties frec from asy lisbitity therefor. No party shall ever be mpomme, however. on a price basis higher than the price reccived
by such panty, 1o any other pasty’s lessoc or royaity owstr, and |faa’1ysachotherp:\nys lessor or royaky owner shauld demand and
receive setiiement on a hipher price basis, the party contributing the affected lease shall bear the additiona) royalty busden asribuiable o

such higher price. [

Nothing comained in this Anicle [11.B. shall be d d an sSigNmeL OF CTOSS-assign ofi d hereby.

C.  Excess Roynhics, Overriding Royalties and Other Paymsents:
b
Undess changed by other provisions, if the mtoest of aay panty in any lease covercd herchy is subject to any royalty,
overrding royally, production payment or other burden on production in cxcess of the amount stipulzied in Acticle [1LB., such party so
burdencd shall assume and alone bear all such excess obligations and shall indermily and hold the other partics hercto harmless from any
and all claims and d ds for pay d by owners of such excess burden.

D. Subscqucady Created Interests:

if any party should hercafir create an overriding soyalty, producti Y or other burden payable ot of production
wtribatable 1o its working interest hereunder, or if such 9 burden existed prior to (his agreement and is not set forth in Exhibit “A™, aor
was not disclesed in wriling to all other parties prior to the exceution of this ngreement by all parties, oc is pot 2 jointly acknowledged and
sccepted obligation of all pocties {any such interest being hereinafier refered 1o as “subscquently credted interest™ imespective of the
timiag of ifs crealion and the party owt of whose working intcrest the subsequently creatcd interest is derived being hareinafler referred
10 as “burdencd party™), and:

]
1. If the burdened panty is roquired under thit agreement 10 assign or relmquish 10 any other party, or partics, oll or a portion
of its working interest and/or the production attritnstable thereto, said other porty, or pantics, shall receive taid assignement and/or
production (ree and clear of said subsequently ereated mtm and the burdened party shall indemnify and save said other parly,

or parlies, hanmicss from any and ail claims and & . for pay d by owners of the sub fy created |
and, I
2. Ifthe burdened perty fails to pay, when due, its share of T‘ furgeable hereunder, all provisions of Article ViLB. shall be
cnforceable againgt the subsequently crexied interest in the SAMC TG A5 they arc enf bic agninst the working interest of
the burdened party.
ARTICLE tV.
TITLES

1

A.  Title Examinstion:

Title examinmtion shall be made on the drillsite of any proposed well prior to commencement of drilling operations or, il'
ﬁleDrillingPmiulotequw.l&leumﬁnlbnslﬁllbeuadeoalbelmcsand/oroﬂnwm" inctuded, or pl d to be includ-
od, in the drilling unit around such well. The opinion will inchide the ip of the working imerest, mincrals, royalty, idi
royally and production paytmenis under the applicable leases. At the time a wdm propased, each party comnbmmglnsus andéor ol znd
gas interests to the drillsite, or 10 be inchaded i such drilling unit, shafl fumish to Op all ab G g foderal lease status
reports). litle opinions, title papers and i fal in its p jon free of charge. All such infc ion oot in the p ion of or
made avaibsble 10 Operator by the partics, bul necessary for Lhe examination of the title, shal) be obtained by Operator. Operator shall
cause titlo to be examined by attoraeys on its saff or by outside attomeys. Copics of all title opinions shall be furnished 10 cach party

hereto. The cost il d by Op i this titke program shall be bome as (allows:
O Optign No. 1: Cosis incurred by Op e p ing at and ttle ination (mcluding pretimimary, supplemnental,
shut«in gas royalty opinions and division order titlc opinions) ahnll be u part of the odministrati head as provided in Exhibit “C,

and shall not be a direct charge, MmhupurunndbyOpmsmffmmeysorbyumdunmm

_2-
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ARTICLE IV
continued
|
Option No. 2:  Costs i d by Op in procuring ab and fees paid ouiside atlormeys for tille examination

(including prelissinory, supplementa), shul-in gas royally opinions ond division order title opinions) shal be borne by the Drilling Partics
in the proportion Ihat the imerest of cach Drilling Posty bears to the towal interest of ali Drilling Parties a3 such intarests appear in Ex-
hibit A", Operator shall meke no charge for services rowd d by its ‘stafl ys or other p d in the perfc of the above
fimctions.

4, P

Each party shall be responsible for sccwming curative matter and pooling of By wuired in
wnhlmumlmdwmwmibmedbymmmyf‘ shall be responsible for the preparation and ding of pooling

designations or declrations as well as the conduct ol h berorv. gencics for Lhe ing of spacing or pooling orders.
Thusdullnotprcvunmypnyﬁemammuumb&ifmuywdabam

No wcil shal) be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit has been examined as above
provided, sad (2) the title has been approved by the examining atomey or title bas been accepled by all of the parties who are to par-
ticipate in the drilling of the well. .

B. Logs of Title:

I. Faitme of Titte Should any oil and gas interest or lense, o7 imerest therein, be lot through Biture of ke, which loss results in 2
reduction of interest from that shown o Exhibit “A”, the party contributing the affected lcose or interest shall have ninety (90) days
from final detrmination of title fxilure 10 zequire a new lcase or othes instrument curing the entirely of the lile faikere, which acquisi-
tion will not be subjest to Anicle VII1.B., and filing o do so, this agr heless, shall inue in foree as (o all remainiag ofl
and gas lcascs and mtcrests: and,

(a) The party whose oil and ges lease or interest is affected by(bc(xl!e Gailure shall bear alone the entire loss and it shall not be
entitled 1o recover from Operstor ar the other parties any devdopmea or operatmg costs which it may have therctofore paid or incurved,
but therz shall be no additonal liability on its part to the othcr parties hereto by reason of such title failure;

{b) There shall be no ¢ adj! of exp i d oc ived from the operation of the mtcrest which has
been lost, but the interests of the pertics shall be revised on an screage basis. as of the time it is dotermined finaXy diot fide fadhore Ins oc-
curred, so that the interest of the party whose lease or inerest is affected by the title Gilure will therealter be reduced in the Contract
Arca by lhe smount of the interest bost;

() If the proportionate interest of the other panties hersto in any producing well therewlore drilled on the Contract Area is
incrensed by reasoa of the title Gilure, the party whose fitle has filed shall receive the p ds attributable to the i in such in-
terest {less costs and burdens aliributable thereio) until it has been reimbursed (or unrccovered cosls paid by it in connioction with such
well; '

(d) Should tny person not s party o this agr who is d ined to be the owixr of any interest in the title which has
failed, pay in any manner any pt of the cos of operation, devel R, oF cquip such amount shell be paid wo the party or postics
who bore the costs which are so refunded;

(c) Any liability 1o account to a third party for prior p!oduui:m of oil and ges which arises by reason of titie failure shall be
borne by the pasty or parties whose title fafled in the same propodtions is which they shared in such prior production; and,

(D No charge shalt be made 1o the joint account for legal qpex:ws. fees or salarics, in commection with the deftnse of the imevest
claimed by amy party hereto, it being the intention of the parties hereto that each shall defend title 10 its interest and bear al) expenses in
conaection therewith,

2. Loss by Non-Prvmep or Emeneous Pavment of Amount Due: 1f, trough misiake or oversight, any sendal, shut-in well
poyment, misitaum royalty or royslty payment, is aot paid or is eroncously pald, and 35 o result a lease o interest therein Lerminates,
there shall be po monetary liability against tee panty who filed to make such paymem. Unless the pasty who filod 1o muke the required
payment seeurcs a new |eass covering the same interest within sincty (90) days from the discovery of the Gailure 10 ke proper payment,
which acquisition will not be subject to Anticle VIILB.. the Unerests of the parties shail be revised on an aereage basis, cffective as of the
date of ination of the lcasc invol ‘andlhepanywlml':ded(onﬂemuymwllmlmgcbecedmdmmmsmmm

_ the Contract Ares on account of owncrship of the leass or interest v@uch has terminated. In the event the party who failed w0 nuake the

required paymenk shall nol have been fully reimbursed, st the tims of the loss, from the proceeds of Gie Sale of oil and gas atributable to

the lost interest, calcutated on an acreage basis, for the develop and opcrating costs th fore paid on of such interest,
hal) be reimbarsed for sarccovered actual costs thevetofore paid by it (but not for ils share of the cost of any dry hole previously drfled
or wells previcusty abundoned) from so much of the following as s 'y to effect reimb

(a) Procecds of oif and gss, less operasi e h i od 1o the credit of the lost interest, on on acrcage basis,

up 10 the amount of unrecovercd cosu,
(b} Procceds, less operating exp hereafl od attributable 1o (he lost interest on an acreage basis, of that porton of
oi) and pas thereafier produced snd marketed {excluding products from any wells thercatter drilled) which, in the absence of such case
wauld be eitributable to the lost interest on an acreage basis, up to the amount of unrecovered casts, the procesds of said
portion of the oil and gas to be contibuted by the other parties in proportion 1o their respective : and,
(e} Anymﬁu.uplntbnmmofummdms.lhtmybepidlvnymywlnis.wbwomntwncor(bcinaﬂ
tost, for the privilcge of participating in the Contract Area or becoming 3 party to this agreement.

3. Other Losses:  All losses incurved, other than those set forth in Articles 1V.B.1. and IV.B2, above, shail be joint losscs
and shall be bome by all partics in propartion 10 their interests. There shall be no readj of i in the ining postion of
the Comtract Arca




N = C0® uenbswiv—

3TS3Rr22S

v
A.A.P.L. FORM 610 - MODEL FORM OPERATIN(I} AGREEMENT - 1982

ARTICLE V.,
OPERATOR
A.  Designation and Responsibilitics of Op d
)
_Marbob Eneray Corporation shalt be the
Operator of the Contract Ares, and shall conduct and ditect and have fisll control of all operations on the Contract Area as permitted and
required by, and within the {imits of this agr it shall conducs alt such operations in a good and worknmantike maoner, bt # shall

have no liability as Operator (o the other parties for losses sustained or liabililics incurred, except such as may resuk from gross
)i or willful th

L

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

t. Resignation of Remova] of Qperator; Opcrator may resign ar any time by giving wrikten notice theareof to Noa-Operators
{f Operator terminates its legal existence, no longer owns an interest hereunder in Lhe Contract Area, or is no fonger capable of scrving ss
Op Op sha!l be & d 10 hawe d wilhoul any action by Non-Opcerators, except the sclection of a O
naty be removed i it foils or refuses to carry out its duties hi der, or b insolverd, bankrupl ot is placed in receivership, by the
affinmotive vole of two (2) or more Non-Operators owrting 2 majority ilerest based on ownership as shown on Exhibit “A™ remaining
after excludiag the voting intcrest of Op Such resignation or 1 shali not b cffective until 706 o'clock A.M. on the
firm day of the calendar month following the expiration of ninety (90) dsys after the giving of notice of resignation by Operator or aclion
by the Noa-Qp [ Op , unfess a Op has been sefected and assumes the dutics of Opeator at an arlier
date. Openstor, aflor cffective date of resignation or removal, shall be bound by the tams hawof as & Non-Opcrator. A change of 3 cor-
porate pame or structure of Operaior or transfer of Operator‘s inlcresl:to any single subsidiary, pareat or ion shalt not

be the basis for removal of Operator.

2. Selection of Successor Operator;  Upon the resignation o | ) of Operator, 2 Op shall be selected by
the partics. The O shall be sclected from the parties owning an intterest in (he Contract Area at the ime auch successor

Openator is selected The sccessor Operstor shall be sedected by the affimmative vote of two (2) or more partics owning & majorily interest
based on ownership as shown on Exhibil “A™: provided, however, if an Operator which has been removed fails to vote or voles anly fo
d ksclf, the Op shall be selected by the anmmlih vole of 1wo [2) or mase partics owning n majority imerest based

on ownership as shown on Exhibit *A™ remaining afier excluding the votlins imerest of the Operstor that was removesd.

C. Employees:

The number of employees used by Op in conducting opcratiens h der, their selection, sad tte hours of labor sand the
compensation for services performed shall be determined by Operator, and all such cmployecs shall be the employees of Operator.

D. Drilling Contracts:

All wells drilled oo the Contract Area shall be drilled on a compctitive contact basis at the usual mics provailing in the ana. If it so
desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges (herefor shall not exceed the prevailing
rakes in the area and the rate of such charges shall be agreed upon by the partics in writing beforc drilling operations are commenced, and
such work stmll be performed by Operator undes the some tarms and conditions as are customary ax] usual in the area i contracts of in-
dependeit contractoss who are doing work of 3 similar nature.

ARTICLE VI
DRILLING AND DEVELOPMENT
A, laltial Well:
On or before the 1st day of August Jtroy 2009, Operator shall commence the illing of a well for

oil and gas o1 the following location: s
BlspiSEER i 4 T Rt
and shall thereafter continue the drilling of the well with due diligence to
sufficiently test the Bone Spring formation

unless granitc or other practically impencirble substance or condition in the hole, which renders forther rilling impadtical, 1s en-
countered at a lesser deph, or unless all mlcag‘eelooampl«eouh'ludon the well ot a lesser depth.

. Operutor shall make ble tests of all formati tered during drlling which pive indication of contaiming off and
a8 in quantilies sufficient to test, enlcss this agreement shall be Jimited in ks application 10 a specific fermation or formations, in which
event Operotor shall be required 10 test ondy the formation or formmtions to which this agreenient may apply.
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ARTICLE VI
continued

IL in Operator’s judgmem, the well witl not produce oil or gls in paying guantitics, aad it wishes to plug and abandon the
wel) as a dry hole, the provisions of Asticle VLE.I, shal! thereaticr apply. |

B.  Scbscquent Operations:

t. Propesed Oprrations;  Showld any pasty herelo desire to drill any well on the Contract Arca other than the well provided
for in Adticke VI.A., or 1o rewosk, deepen or plug back a dry hole drilted at the joint expense of all parties or a well joindy owned by all
the parties and nof then producing in paying quantities, the party desiring to drill, rework, decpen or plug back such a well shiall give the
other parties written nbtice of the proposed operation, specifying the work to be performed, tho location, proposed depth, objcctive forma-
tion and the estinated cost of the operation. The parties receiving such 2 notice shall have ity (30) days after receipt of the notice
within which to notify the party wishing to do the work whether they cloct 1o participale in the cost of the proposed opemtion. if a drifl-
ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be
limited to forty-cight (48} hours, exclusive of Smurday, Sunday, and legal holidays. Faifure of a party recciving such notice to reply within

the period above fixed shal) constitute an clection by thst party not lo participate in the cost of the groposed operation. Any nolice or
responsc given by telephone stall be promptly confirmed in writing.

U all partics elect 10 participate in such a proposed ion, Op shall, within nincty (90} days after cxpirtion of the nolice
period ef thiny (30) days (or as prompdly 2« possible after t!!e piration of the forty-cight (48) hour period when a drilling rig is an loca-
tion, s the case may be), lly the proposed operation and complete it with due diligence at the risk and expensc of all psr-
ties horeto: provided, ) . said date may be extended upon written notice of same by Operator (0 the other partics,

for o period of up to thirty (30) additiona! days if, in the sole opinion of Opamior, such addition) tirme is reasombly pecesswry 1o cbin
pennits frow governmental authoritics, surface rights (including rights-of-way) or appropriate drilling equip or (o complete title ex-
amination or cuvalive ynatter required for tille approval or accep Notwithstanding the force majeure provisions of Article X1, if the
actual aperation has not been commenced within the ime provided (including any extension thereof as specifically permitied herein) and
if any party hereto siill desices to conduct szid operation, wrilten notice proposing same must be resubmitted to the other parties in accar-
dance with the provisions hereof as if no prior proposa) had been made.

2. Qperatigns by Less than All Patics: If any party receiving such notice as peovided in Asticle VEB.). or VILD.L. (Option
No. 2) elects not 10 participate in the proposed operation, then, in order to be catitied to the benefits of this Article, the party or parties
giving the cotice 2nd such other parties as shall dlect to participate in the operation shall, within nincty (90) days afler lhe expiration of
the potice pesiod of thirty (30) days (or &s pronmpuly os possible after the expiration of the fonty-eight (48) hour period whea 8 drilling rig is
on location, as Lhe case may be) 1 the p d operation and complete it with due diligence. Operator shall perform all
work for the accoumt of the leu;s Farties; provided, howcvﬂ'. if no drilling rig or other equipment is on location, and if Operator is

a Non-C g Party, the C g Partics shall cither: {a) requeu Operator to perfonin the work cequired by such proposed opera-

tion for the account of the Consenting Pames. or (b) designale one (l)‘of the Consending Partics as Operator to perform such work. Con-
seating Perties, when conducting operations on the Contract Ares puulunm to this Anicle VI.B.2., shall comply with alf terms and con-

ditions of this agreemeny,

H fess thon all pasties approve amy proposed operati lhc,f. ing pesty, i diaicly nfter the expiration of the applicabl
nolice period, shall advise the Consenting Partics of the total interest of the partics approving snch peration and its dation as
to whether the Conscniing Partics should proceed with the operali is,, &, Each C g Party, within forty-eight (48) bours
{exclusive of Saxmday, Sundoy and legal Mﬁthys)uhwofmm ﬂmlmﬂwmpﬂyofmhnw(a) lizol poe-
licipotion to such party's interest 25 shown on Exhibit “A™ or {b) cary its proportionate part of NonC ing Partics” i and
failure to advise the proposing party shall be deensed an clection tnder (a). In the event b drifling rig is on Jocation, the time permitted for
such a response shall not excocd a toiaf of forty-cight (48) hours (inclusive of Saiurday. Sunday and legal holidays). The proposing party,
A its election, may withdraw such proposs! il there is insufficion participation and shall promptly noufy all parties of such decision.

The cutire cost and risk of condxting such operations shall be bome by the Consemting Parties in the propostions they bave
dected to bear smas under the terms of the preceding parsgraph. C ing Pastics shall keep the leaschold estates invalved in such
opesations ftce ond ckac of all tiens and encumbrasces of very kind created by or arising from the opemtions of the Conscnting Partics.
IF such an operation reults in a dry hole, the Conseating Partics shall plug and abandon the well and restare the surface location at their
sokc cost, risk and expense, 1f any woil dnlked, reworked, despened or plugged back under the provisions of this Article results in 2 pro-
ducer of ofl and/or §as in mying quanticies, the Consenting Parlies shall complete and equip the well to produce at their sole cost and risk,
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ARTICLE VI
continued

and the well shall then be (umed over 10 Operator and shall be 2porated by it at the expense and for the accoum of the Consenting Par-
ties. Upon of aperations for the drilling. reworkir-g, deepening or plugging back of any such well by Coasenting Parties
in dance with the provisions of this Articde, cach Non-Conscriting Party shafl be d d 1o have relinquished o C ing Partics,
and the Consenting Pasties shall own and be entitled to roceive, in proportion 16 their respective interests, all of such Non-Consenting
Party’s interest in the well and share of production thercfrom unti( the p ds of the sale of such share, calculated a1 the well, or
market value theveof if such share is not sold, (after deducting proauction taxes. excise taxes, royaky, overriding royalty and other in-
lerests not excepied by Asticle {11.D. paysble oud of or measured by the production from such well accniing with respeet to such inerest
unt it reverts) shall oqual the lotal of the following:

(a) 200% of cach such Nou-Consenting Party’s share of the cost of any newly acquired surface equipment beyond the wellhend
connections (including. but not fimitcd to, siock tanks, sef treater: . pumping equipment and piping), plus 200% of each such
Non-Consenting Party's share of the cost of operation of the wel) 1@ with first production and continuing until cach such Non-
Consenting Party's relinquished interest shall revert o it under otfux prwisions of Wis Aricle, it being agreed tix each Non-
Consenting Panty's share of such ¢osis and cquipment wifl be that interest wnich would have been chargeable to such Non-Consenting
Party had it participated in the well from the beginning of the operations; and

(b} 500 _ % of that postion of the costs and expenscs of drilling, reworking, deepening. plugging back, testing ond completing.
after deducting any cash contributions reccived under Article VIILC., and 500 % of that portion of the cost of newly acquired cquip-
ment in the well (to and inchuding the wellhead connections), which would lixve been cliargeoble 1o such Non-Consenting Party if it had
panticipated therein.

See first paragraph of Pape 6a

Ax election ot to participate in the drilfing or Lhe decpening of 8 well shalt be decmed an election not 1o participate in any re-
working or plugging back operation propased in such g well, or pardon thereof, to which tl ¢ mitial Now-Consent election applicd that is
conducted at any time prior to full recovery by the Consenting Pariies of the Non-C ing Pasty’s P Any such
reworking or plugging beck oporati ducted during the p period shall be deemed part of the cost of operation of said well
and there shall be added to the sums to be rocouped by the Consenting Partics one hundred pe. cent (100%) of that portion of the cosls of

the reworking or plugging back opaation which would have been chargeablc to such Non-Con.enting Party had it participated therein I
such a reworking or plugging beck operation is proposed during such recoup period, the provisions of this Article VI.B, shall be ap-
plicable as b said C ing Ponties in said weil.
Seo second paragraph of Page Ba

Duting the period of line Consenting Parties arc mtithed to reccive Non-Consenting Paty's share of production, o the
s ds therefrom, C ing Pactics shall be responsible for the payment of all production, scveance, cxcise, gathering and other
taxes, and 0}l royally, overriding royalty and other berd pplicable 10 Non-C ing Paaty's sharc ¢f produciion nod excepted by Ar.
ticte (1LD.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Purtics shell be pamitied (0 use, free
of cost, all casing, ubing and other equipment in the well, but the owmership of all such equipment shall re nain unchanged: and upon
shandonment of o well after such rcwarking, plugging back oc deeper drilling. the Consenting Pastics shall a:count for all such oquip-
ment to the owners thereof, with cach party receiving its proportionate part in kind or in value, less cost of salvage.

Within sixty (60) days afier the pletion of any operation under (his Article, the pasty comducting tl.c operations for the
Consenting Partics shall fumish each Non-Consenting Party with an i y of the equip in and ad to the well, and an
itemized statement of the cost of drilling, deepening, plupging back, tésting, complating, and equipping the well for m~duction: or, at its
option, the operating pasty, izt liew of an itemized ststement of such costs of operalion. may submit 3 detailed of hly bill-
ings. Each month thereafer, during the time the Conserting Parties ace being reimbursed a5 provided sbove, the perty conducling the

P for the C ing Partics shall furnish the Nom-Conseating Parties with an itemized siatement of all costs s labilities in-
curred in 1he operation of the well, ogether with a of the quantity of oil and gas produced from it end the amoum of procecds
realized from the sale of the well's working interest production during the preceding month, In determining the quantity of il and gas
produced dusing any month, Conscating Parties shall use industry accepted methods such us, but not fimited 10, metering o periodic
well tests. Any amovnt vealized from the sale or other dispesition of cquipment newly acquired in connection with any such operation
which would have been owned by a Non-Conscenting Pasty hid it participated therein shall be credited agninst the total unretumed costs
of the work done and of the egai; hased in ",wh'endscimu'es!ol’suchNon-Conmlinngys‘ntlmvmlnhu

TEP 14

above provided: and if there is o credit balance, it shall be gid 10 such Non-Consenting Party.
See third paragraph of Fags 62
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ARTICLE V1
continued

Notwithstanding any language uncier Articie Vi.B. to the contrary, in any welt In which a completion attempt
may be made at more than ons depth, each party who participated in the Initia) operations hereto shall have the right to
2 make a separate election as to aach intarval in which a complstion |s propossd. Should a party hereto elect not to
3 participats in a completion aitempt as to any one Interval, then those parties who elect to participats In tha completion
4 attempd a3 to that interval, shal), in the proportions they have siscled to bear, share all costs, risks and expenses of
such pleth ipt. Any pment of said exp shail be made solely from the praduction attributable to

: that interval, '

7

8 Gas production attributable to any Non-Consanting Party’s relinguished Interest upon such Party election
shall ba sold to its purchaser, if available, under the terms of its existing gaa aate contract. Such Non-Consenting Party

9 shall direct its purchaser to remit the procesds recelvable from such sale direct o the Consenting Parties untit the

(0 amounts provided for in this Article are recovered from the Non-Consenting Parties refinquished interest. 1f such Non-

11 Consenting Party has not contractad for sale of it gas at the time such gas is available for dulivery, of has not made
the sisction as provided above, the Consenting Pertles shall own anx be entitled to receive and sell such Non~

12 Consenting Party's share of gas as hereinabove provided during the recoupmant pariod.

13

1 Notwithstanding any provisions to the contrary in this or any other agresment, a Non-Conganting Party, upon
15 notice in the writing to Oparator, andior any party carrying all or part of the non-cansenting interast ehall hava the right
16 a¢ all times and from time to thme within two (2) years of the date &t recelved notice that payout has occurred, to audit
17 Operator's and/or carrying party’s accounts and records relating to or connected with its operati on the C t
I8 Area or on land pooled therowith, regardiess of when such operations were d d.

19
20

n
22
23
24
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28
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30
3
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33
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ARTICLE VI
continued

If and when the Consenting Panties recover from 2 Non-C ing Patty's relinquished interest the ns provided for above,
the relinquished interests of such Non-Consenting Porty shall aotormnlically revert o i, and, from and after such reversion, such Non-
Consenting Party shali own the same inlerest in such well, the material and equipment in or pertaining thercto, and the production
therefrom as such Non-Coasenting Farty would have been entitled to had it participated in the drilling, reworking. deepening or plugging
back of said well. Thereafier, such Non-C ing Party shall be charged with and shall pay its proportionate part of the further costs of
the operation of sid weil in accordance with the terms of this agr and the A ing Proced hed hereto.

Notwithsianding the provisions of this Article VI.B.2., il is agrecd that without the mulus! consent of alt parties, no wells shal)
be completed in ar produced from a source of supply from which 3 well located elsewhere on the Contract Aren is producing, mnless such
well conforms to the then-existing well spacing patter for such source of supply.

The peovisions of this Article shall have no application whatsoover to the drilling of the imtial well described in Article VILA.
except (2) as to Asticle VI1.D.1. (Option No. 2], if sclected. or (b) as to the reworking, despeaing and plugging back of such initial well
atter if tus been drifled to the depth specified in Article VLA, if it shall thereafter prove to be a dry hole or, if initially completed for pro-
duction, ceases (o produce in p&ing Glaantities.

3. Siand-By Time: When n wel) which has been drilled or decpencd has reached its suthorized depth and a1l tests have been
completed, and the results thereof fumished 10 the parties, stand-by costs incurred pending resposse to a party’s notice proposing a
reworking, decpening, plugging back or completing operation in such a wel) shall be charged and borne as pant of the drilling o degpen-
ing opevation just campleted  Stand-by costs subsequent to all partics responding. or cxpiration of the resp time permitted, whichever

first ocews, and prior to agy as (o the participating i of all C. mg Partics {0 Lhe terms of the second gram-
malical paragraph of Articie VI.B.2., shall be charged 1o and bomne as part of the proposed operation, but if the proposal is subsequent;
withdrawn because of insufficient parficipation, such stand-by costs sholl be all d b the C ing Partics in the proportion

each Consenting Party’s inlerest as shown on Exhibit “A™ bears (o the 1olal interest as shown on Exhibit “A” of all Consenting Par-
ties.

4. Sidetracking, Exceme as hercinafier provided, those provisions of this agr pplicabie to a “d ing™ operation shall
also be epplicable w any proposal io directionally control and intentionatly devialc a well ko vertical so as lo change the bottom hole
location {herein ! “sidetracking”™), unless dons to sirighlen the hole or to il around junk in the hale or becauss of other
mechanica! difficultics. Any party having the right to participate in o proposed sidetracking operation 1hat does not owvn an inlerest in the
affected wdll bore al the time of the nolice shall, upon electing to panticipate, tender to the well bare owners its propoctionate share {equal
10 its interest in the sidciracking operation) of the valzc of thet portion of the existing well bore to be utilized as follows:

() If the proposal is for sid king an exigting dry hole, ccimbursentent shall be on the basis of the actual costs incwrad in
the initinl drilling of the well down 10 the depth at which the sidetrocking opemation is initiated

(b) If the proposal @s for sidetracking a well which has previously produced, rcimt shall be on the basis of the well's
Ivabl ials and equip down 0 Ihe depth at which the sidetracking operation is instiated, d xied in d with the
provisions of Exhibit “C", Sess the esti d cost of salvaging and the osti | cost of plugging and abandoning.

In the event that notice for a sidetracking operation is given while the drilling rig to be wtilized is on location, the response period
sholl be limited to forty-eight (48) hours, exclusive of Samrday, Sunday and legal holidays; provided, however, any party may request and
receive up 1o cight (8) additional duys sfter cxpiration of the forty-cight (48) houss within which to respond by paying for all stand-by time
incurred during swch extended response period. [f more than one party clacts to take such additional time o respond (0 the nolice, stand
by costs shall be allocated between the paties taking 2dditional time to respond on 3 doy-to-dey basis in the proportion cach electing par-
1y's intcrest a5 shown an Exhibit “A™ bears 1o the ol interest as shown on Exhibit “A™ of zil the clecting partics. tn all other in-
stancas the response period to a proposal for sidetracking shall be limited to dirty (30) doys.

C. TAKING PRODUCTION IN KIND:

Esch party shatl J%e X IF o Separatcly dispase of its proportionate stare of all il and gas produced from the Contract Area.
exclusive of production which may be used in develop and producing operations oad in preparing and treating oil and gas for
rketi and product idably lost. Any extra expenditure incurred in the taking in kind or separaie disposition by any

5 s

parly of its proporti .shucoflher‘ ion shall be bome by such party. Any party taking its share of production (n kind shel] be

-7
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continued

required to pay for only its proportionate share of such part of Operatar's surface facilities which it uses,

Ench parly shall execute such division orders and as may be y for the sate of ils interest in production rom
the Coutract Area, 2ad, except as provided in Arnticle VILB., shall be estitled to receive payment directly from the purehaser thereof for
its sharc of all prodection.

In the event any pasty shall &i) to make the arrangements necessary to take in kind or scparately di of its proposti share of
the oil produced from the Contract Area, Oparstor shall bave the right, subjeet to the revocation & w:ll by the porty owsing il, but no
the obligation, o purchase such oif or setl it to others a1 any time and fFom time w Lme. for the account of the non-laking party at the
best price obtainable in the ares for such production. Any such puschase or sale by Operator shail be subject always to the right of the
owner of the production to cxercise al any time its right (o wke in kind, or scparately dispose of, its share of all oil nol previousty
delivered to a purchaser. Any purchase or sate by Operater of any other party's share of oid sholl be pnly for sweh reasonable periods of
time as are i with the mini needs of the industry under the particular circumstances, but in no cvent for & period in cxcess
afene (1) year.

In the event one or more parties’ separvic disposition of 15 share of the gos couses splid-s0cam deliveries to sepsrote pipelines end/or
deliveries which on a day-to-day basis for any reason are nol exactly oqual to a party's respective proportionate share of tolal gas sales to
be allocated to it the balancing or accounting between the respective secounts of the parties shall be in secorgance with any pas balancing
wgreement betweca ihe parties hereto, whether such an ogreement is attached as Exhibit “E™. or is a separato agreement.

**8oe Below
D, Acteis to Contract Area and lnformatien:

Each perty shall hove access w the Contract Area at all reasonable timxs, at its sole cost and risk (o inspect or observe operations,
aed shol) have access at reasonable times to information pertsining to the develor or openation thereof, inctuding Op *s books
vad records relxing thereto. Operoior, upon eequesi, shall furnish cach of the other parfies with copics of all forms or reports Gled with
governmental agencics, daily drilling reponts, well logs, tank ablcs, daily gauge xnd run tickets and reports of stock on hand at the first of
each mooth, and shall make available samples of any cores o cuttings taken Gom any well deilled on the Controct Arco. The cost of
gathering and farmishing infc jon to Noo-Operator, other thag that specified above. shalf be chargoed 1o the Non-Opcralor thal re-

quests the Information.

E.  Absadenmeat of Wells:

1. Abendomnent of Dry Holex: Except for any well drilled or decponed pursuant to Article VIB2., any well which has been
drilled or deepened under the terms of this agreament and is proposed to be completed as 2 dry hole shall aot be plugged and abandoned
without the consent of alf parties. Should Operator, after diligens effort, be unable to contact any pany, or shouid any party (ail to reply
wilhin forty-cigit (48) hours (exchusive of Saturday, Sunday and legal bolidays) aller receipt of notice of the proposal 10 plug and abond
such well, such party shall be deemed to bave d 10 the propased aband All such wells shall be plugged art abandoned in

dance with applicable regulations and & the cost, risk and expenso of the parties who participated in the cost of drilling or decpening

such well. Any pary who objetts 0 pligging wid abmmdoning such well shall have the right to take over the well and conduct firther
opemtions in search of oif and/or gas subject (o the provisions of Asticle V1B,

2. Abandonment of Wells that have Produced:  Except for any well in whiich a Non-Coascnt operation hzs boea coaductod
bereunder for which the Consenting Parlics have not been fully reimbursed as hertin provided, any well which has been completed as o

peoducer shall not be plugged and sbandoncd vmhonl the consent of all partics. IT all parties to such aband , the weli shatl
be plugged and abandoned in o with applicabl [ations and a3 the cost, risk and cxpense of all the partics hereto. If, within
thirty (30) days afer racap( of notice of the proposad :bnndnnmml ol any well, afl parlies do not agree (o the abandonment of such well,

those wishing o i1s operation from the interval(s} of the formation(s) then open o Mam shall tender to coch of the other
perties s propostionte share of dw vakie of e well's sivabl i) and equip & d in dz mthlbe isions of
Exhibit “C*, fess the estinxed cost of salvaging and the estimated cost of plugging and abandoning. Each sbandoning party shatl assign
the non-abandoning partics, without wananty, expross or mmplied, 25 (o title or as to quantity, or fitness for usc of the equipment and
matcrial, all of its interest in the well and refated equipment, 10gether with its interest in ihe Jeaschold estale as 10, bul only as 1o, the in-
terval or intervals of the fi ion or & ions then open w0 production. If the interest of the sbandosing party is or includes an oil oad
223 interest, such pasty shall execute and defiver W the non-ubandoning party or parties an ofl and gas lcase, limited 1o the interval or in-
tervals of the formation or fonmtions then open 1o production, for 2 term of onc (1) ycar and so Yong therealter as oil and/or gas is pro-
duced &om the intaval or intervals of the f jon or ft 3 d thereby, such lease 0 be oa the form sttached as Exhibit

**Notwith ding any provision to the trary to this or any other agresmant vach party shall have the right at all

times and from tlmo to time, upon wrinon notlco, (o audit all oi taking party ant/or operator’s records and accounts
related to or (n ction with pr or of p lon from the contract area. Auditing of settlemant

records shali also be applicable i taldng party andfor opemor distributes proceeds to the auditing party.

1
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ARTICLE VI
continued

“B". The assignments or leases so limited shall eocompass the “drilling unit" upon which the well is located. The payments by, and the
assignments or lcases to, the assignees shall be in & raiio based upon the relationship of their ive p ge of participation in the
Contract Asea to the aggregate of the percentages of participation in the Contract Area of al] assipnecs. There shafl be no readjustment of
interests in the remaining portion of the Centract Arca.

Thereaficr, abondoming parties shall hove no forther responsibility, liability, or interest in the operation of or production from
the well in the interval or muvals then open other than the royalties retained in any lease made :mdw the lams of this Ariicle. Upon re-
quest, Op shall 0 op the assigned wdll for the of the bandonistp parties at the mies and charges con-
templated by this agreement, plus any additional cost and charges which may arise as the resuMt of the scp ip of the assigned
well. Upon proposed abandonment of the producing interval(s} assigned or Jeased, the assigaor or lessor shall then have the option to
repurchase its prior intercst in the wall (using the ame valuation formuls) and participate in funther oporations therein subject 10 the pro-
visions hereof.

3. Abandonment of Non-Consent Opcrations; The provisions of Article VLE.). or VI.E2 above shall be applicable as between
Consenting Parties in the event of the proposad sbandonment of any well excepted from said Articles; provided, however, no well shall be
permanently plugged and abandoned unless and until all pwties having the right to condua (urther operations therein have been notified
of the proposed standonmeni and afTorded the opportunity to clect to take over the well in accordance with the provisions of this Article
VLE

ARTICLE V.
EXPENDITURES AND LIABILITY OF PARTIES

A.  Liability of Parties:

The liability of the patties shall be several, not joint or collective. Each party shall be responsible only for its obligalions, and
shall be liablc only for its proportionate shara of the costs of developing and operating the Contract Area. Accordingly, the liens granted
amoag the parties in Asticle VLB, are given to secure oaly the debts of each severally. It is not the intention of the partics to create. nor
shat! this agr be od a5 ing, o mining or other partnership or association, of to render the parties liable as partners,

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a licn upon its oil and gas rights in the Comtract Aver, and a secutity iterest in its share
of oil and/or gas when extracted and its imterest in a1l equip {0 secure p of ils share of cxpense, together with interest thereon
at the rate provided in Exhiibit “C™. To the extent that Operator has a security interest under the Uniform Commercial Code of the
state, Operator shall be cntitled to exercise the rights and remedies of o secured party under the Code. The bringing of & suit and the ob-
taining of judg: by Op for the d indebtedness shall not be o d an clection of dies or otherwise affect the lien
vights o seourily interest as secoxity for the paymesl thereof. In addition, wpoa default by any Nea-Operator in the payment of its slnre
of expense, Operaloc shalt have the right, without prejudice to other righls or remedics, ko collect from the purchaser the proceeds Gom
the sale of such Non-Operstor's share of ail and/or gas uniil the amount owed by such Non-Operator, plus iaferest, has been paid. Each
purchascr shall be entitled o refy upon Op ' wrillen g the of any default. Opcrtor grants a like lien

.,

and security interest to the Non-Oy S 10 secure pay of Op 'S Propocti share of exp

If any party Gils or is umble to pay its share of expensc within sixty (60) days afier rendition of a stateman therefor by
Operator. the nox g portics, including Operator, shall, upon request by Operator, pay the unpaid amound in the proportion that
the iterest of cach such party bears 1o (he interest of all such panics. Each party so paying ns shars of the unpaid amount shall, to ohtain
reimbursement lhereof, be subrogated to the ity rights described in the foregoing paragrap

C.  Payments and Acceenling:

o,

Exccpt 2s herein otherwise specifically provided, Op shal) promptly pay oned disch i d in the & P
and eperation of the Comtruct Arca pursuant to this agreement and sholl charge each of the parties lwuo with their respective propor-

tionate shares upon the expense basis provided in Exhibit “C*. Opemtor shall keep an accurate necord of the joint account hereunder,
showing cxpenses incurred and charges and credits made and reccived.

Operator, 8t its dection, shall have the right from time to titng to demand and receive Fom the other partics payment in sdvance
of their respective sharcs of the estimated of the exp 0 be i d in opcrations b der during the next suocceding
month, which right may be ised only by submission to each such party of an itemized of such estimated exp gedh
with an invoice foc its share thereof. Each such statemerm and invoice for the pay in ach of estimoled exp shall be svbmiteed

on or befors the 20th day of the next preosding month. Each porty shall pay to Operasor its proportionate share of such cstimae withis
fifkeen (15) days afler such estimate and invoice is reccived. 1M any pasty fails to pay its sharc of said estimate within s2id time, the amount
duc shall bear interest as provided in Exhibit “C™ entil paid. Proper adjustment shall be made monthly between advances and actual ex-
pensc to the end that cach party shadl bear and pay its proportiorate share of actual expenses incurred, and 5o more.

D, Limitation of Expenditures:

1. Drill or Deepen;  Without the consent of all partics, no well shall be drilled or deepened, except any well drillcd or decpened
pursint to the provisions of Article VI.B.2. of this agreement. Cansent to the drilling or deepening shall include:

-9.
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O Qption No, 3; All necessary expenditures for the drilling or deep ing, teting, pleting and cquipping of the wall. including
necessary tankege and/or sucface fcilities.

Option No, 2:  All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its
suthorized depth, and all tests have been completed, and the resuhs thereof fumishied 1o the parties, Operator shall give immadiste notice
10 the Non-Operators who have the right to participate in the cowpletion costs. The paties receiving sach natice shall have forty-cight
(48) bours (cxclusive of Saturday, Sunday and legal holidays) 1 which 1o clect to mrticipate in the sciting of casing and the completion at-
tempt. Such clection, when made, shaf) includ: to afl y cxpenditures for the compleling and oquipping of such well, in-
cluding neeessary ankage andior surfaoe facilities. Failure of any party receiving such notica to reply within the period above fixed shal)
constitute an election by thal party niot to participate in the cost of the completion altempl. 1f one or more, but Jess than alf of the parties,
elect (o set pipe and to aftempt a completion, the provisions of Asticle VILB2. hereof (the phrase ‘rcw‘ltmg. decpening or plugging
back™ as contained in Anticle VL.B2. shall be deemed 1o include “completing™) shal} apply 16 the pperati f ducted by less
than all parties.

2. Rework or Plog Back: Without the consent of all parties, 110 well shall be reworked or plugged back except a well rewacked or
plugged back purswant to the provisions of Article V1.B.2. of 1his agreement Comanlolhemorkmgorpiugpngbnckof o well shalt
include all y di in conducting such operations and Jeting and equipping of said well, inctuding y tnnkag

and/or surface facilities.

3. Other Opaations: Without the consent of all parties, Op shall not undertake any single project ceasonably estimated
1o require an expenditure I excess of mngg-lmg M Doltars ($, 2%,000.00 )
excepl in connection with 2 wdll, the drilling, rking, d 'z plding, r pleting, or plugging back of which has been
previously authorized by or p 0 this agr provided, h , that, in case of cxplosion, fire, flood or olher sudden

cmengency, whether of the same or different nalure, Operator may take such sieps and incur such exp ag in its opinion are reg
to deal with the gency to safeguard life and property bt Op as promptly as possible, shall report the emerpency to the other

parlics, If Op peepares an suthority for expenditure {AFE) for its own use, Operator shall furnish any Non-Operator 50 requesting

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

Dolfars (§. 15,000.00 ) baxt Jess than the anouatt (st st fosth above in this paregraph.

E. Hentats, Shut-in Well Payments and Mimimum Royaitics:

Renunts, shut-in well payments and minimum royallies which may be required under the ternms of any leass shail be paid by the
parnty or partics who subjected such lease (o this agreement at its or their expense. In the event two or more parties own and have con-
tributed interests in the same lease 10 (his agreement, such parties may desigrate one of such partics o make said payments fos and on
behslf of all such parties. Any party may request, and shal! be entitled to reccive, proper evidence of 2l such payments. [n the event of
faslure to make proper payment of any rental, shit-in well payment or min| royshy through misiake or oversight where such pay-
ment is required (o continue the leasc in force, any loss which resmlts from such noa-payment shall be bome in accordance with the pro-
visions of Article IV.B.2.

Operator shall notify Non-Op of the anticipated plction of a shut-in gas welil, or the shutting in or cetum to production
of a producing gas wail, at least five (5) days (excluding Saturday, Sunday and kegal holidays), or at the earlicst opportunity permitted by
circumstanees, prior (0 taking such action, but assumcs no liability for failure to do s0. In the event of faiture by Operator 1o so natify
Non-Opesator, the kss of any Icase contributed hereto by Non-Operator for failure 10 make timely payments of any shut-in well payment

shall be borne jointly by the parties hereto under the provisions of Anicle 1V.B.3.

F. Taxes:

Beginning with the first calendar year after the effective date hereol, Operntor shall render for ad valorem taxation all property
subject to (his agreement which by low should be rendered lor such taxes, and it shall pay all such taxes assessed thereon before they
bwnm&ilnq:mhvm&hrmdﬂmdmz.thm—Opuuwﬁ:l!wP ink on as (o burdens (10 include. but not
be himited to, i ading Kies and prod ) on leases and oil and gas interesis contributed by such Nen-

QOperator. lrlhcmmcdvalunlm af’uly Teaschold estate is reduced by reason of its being subject (0 oulsianding excess royallies, over-
rding Ries of prock pey 1the reduction in ad val tares resuXing therefrom shall inure (0 the benefit of the owner of
owners of such leaschold esixte, anx Operator shall adjmsi the charge 10 such awmer or ownes 0 as ko reflect tie benefit of such redoc-
tian. {Fihe ed valorem taxes are basa! in whole oc in pert vpon scparate valualions of cach porty’s working interest, then notwithstanding
anything 1o the contrary herein, charges 1o the joint accoumt shall be made and paid by the parties hereto in mccordance with the tax
value gencrated by each party*s working ikarest. Operator shall bill the other parties for their proporfionate shaces of all ux payments in

the manner peovided in Exhibit “C”.

If Operator considers any tax a:sessmant improper, Operator nmy, at its disaclion. proicst within the lime and manaer
prescribed by taw, and prosecute the protst o & fissl determination, unless afl parties sgree o sbondon the protest prior to final deter-
mination. During the pendency of administ-ative or judicial proceedings, Operator may elect to pay, under protest, atl such taxes and ony
interest and penalty. When any such prolestsd assessment shall bave been finally detenmined, Operator shall pay the tax R the joint ac-
count, together with any interest and penalty rwered, and the total cost shall then be assessed against the partics, and be paid by them, s

provided in Exhibit “C".

Ench party shall pay or cause 10 be paid »il producti excise, gathering and other taxes imposed upon or with respect
to the production or hendling of such party's share of ol and/or gas produced under the terms of this agreeineatl.

.10-

12



E-I BCN I - N VR L N

dgsaqaqzzanpasy

Q

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

ARTICLE VII
continued

G. Insuramce:

At all tmes while operati [ ductod der, Op shall comply with the workmen’s compensation hw of
the statc where the operalions are being conducted: provided, howevar, that Operator may be s scif-insurer for hiability under said com.
pensation kiws in which event the only charge that aim!l be made to the joint shall be as provided in Exhibit “C. Oporator shall
also cany or provide insurance for the benefit of the joirt account of the parties as outlined in Exhibi “D™, antached to and made o pan
hereof. Operator shell require all comtractors engaged in work on or for the Contract Area to comply with the workmen's compensation
faw of the state where the operations are being conducted and to maintain such other insurance ag Operator may require

In the event amtomobile public lability insurance is specified in said Exhibit “D”, or wwequuuly receives Lhc approval of the
periics, no direct charge shall be made by Opertor for premiuzis paid for such & for Op ‘s Quip

ARTICLE VIIL,
ACQUISITION, MAINTENANCE OR TRANSFER OF iNTEREST

A.  Surrender of Leases:

The Icascs covered by this agreement, insofar as they embrace acreage in the Contract Arca, shall not be sumrendered in whole
or in pan uniess efl parties consent thereto.

Howcver, should any party desire to surender its interest in ony lcase or in any portion thereof, and the other parties do not
tpree o comsem theretn, the pinty desiving (o surrender shall assign, withoul express ar implied wamranty of titte, alf of its intercst in
such leass, or portion thercof, and any well, matcria) and equipment which may be located thereon and any riglts in production
thereafer secured, to the pantics not consenting 10 such surrender. If the interest of the assigning party is or includes an oif and gas in-
terest, the assigning party shall and defiver to the party or parties not consenting (0 such surrender an oil and gas lexse covering
such oil and gas interest for a term of one (1) year 2nd so fong thereafier as oil and/or gas is produced from the tand covered thercby, such
lease 10 be on the form uacbcd hercto as Exhibit “B™. Upon such assignment or fcase, the assigning pacty shall be relicved from all

bligations therealt ing. but not th fore d, willt respect to \he interest assigned or leased and the operation of any well
aurﬂmlnblemaclo.mdmcawngpmysbll have no fixther alerest in the assigned or leased peemiscs and its cquipment and wo-
ductson other than the royaltics scimincd in any lcase made under the terms of this Article. The perty assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the fatter's interest in any wells and equip ibulable to the assignad or feas-
od ocreage. The value of all ia) shall be & incd in d with the provisions of Exhibit “C™, less the estimated cost of
salvaging and (he estimated cost of plugging and abandoning. IT the assi or lease is in favor of more than onc party, the interest
shall be shared by such pentics in the propovtions that the isterest of cach bears 1o the totsl imerest of 21l such parties.

Any 0ssigs lease oF der made under (his provision shall notl reduce or change the assignor's. fessor's o surcendering
party’s intered as K was diately before the assi; lease or surrender in the balance of (he Contract Area: and the acreage

b

i, leased or dered, and subseguent operations th shall not therealer be subject 10 the terms and provisions of this

agreement,
B. Renewal or Extension of Laases:
IT any party sccures 2 renewal of any oil and gas lease subject to this egrecment, all other parties shall be notified promptly, and

shalt have the right for a period of thirty (30) days following reccipt of such notice in which o elect to participate in the owncrship of the
rencwal kase, insofar as soch fease affecis lands within the Contract Area, by paying to the party who acquited it treir several proper pro-

portionaic stares of the acquisition cost allocated to that part of such lease within the Coatract Aren, which shall be in propostion to the
interests hefd o that time by the parties in the Contract Area.

If some, but less than all, of the parties ¢lect to participate in the purchase of a | lease, % shal) be owned by the parties
who elect (o participate therein, in a ratio based upon the relalionship of their respective p ge of panicipation in the Contract Ara
to the aggregate of the percentages of participation in the Contract Area of il pastics participating in the purchase of such i kase.
Any renewal tease in which less than al pasties clect Lo panticipate shall not be subject (0 this agrecoent,

Ench posty who particip in the purchase of a { lease sinafl be given an assi 7"oiiu,, R imevest rein
by he acquiring party.

The provisions of this Article shall apply to rencwal Jeases whether they are for the entire interest covened by the cxpiring Jase

or cover only a portion of ils area or an inlerest therein. Any renewal Jease taken before the expiration of its predecessor lease. or taken or
contracted for wilhin six {6) months ofter the expiration of the existing Icase shall be subject to this provision; but any lcase mken or con-
trocted for more than six (§) hs after 1he expirntion of an existing lease shall not be deemed a renewal fease and shnfl not be subject 1o
the provisions of this agreement.

The provisions in ihis Articke shall also be applicable to extensions of oil and gas leases.

C.  Acrcage or Cash Centributions:

While this agreement is in force, i any pasty for a ibation of cash ds the drilling of a well or any other
npanlioaontheta\mAmmhmihnionslnllbepidloﬂnpmyvbomdtl\cd-mhgofmbuopanknwﬂnnbe
applied by it against the cost of such drilling or other operation. If the ibgtion be in the form of acreage, (he party 1o whom the con-
tibution is ede shal] prompily tender an assignncnt of the acreage. withowt ty of title, 10 the Drilling Parties in the proportions
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ARTICLE Vil
continued

said Drilling Purtics shared the cost of drilling the well. Such ge shalt b D 5Cp Contract Area and, to the extent possible, be
governed by provisions identical o this agreement. Each party shall prompily notify ali other partics of any acreage or cash contributions
it may obzin ip suppont of any well or amy other operation on the Contract Area. The above provisions shall also be applicablc to op-
tional rights to catp acreage oulside the Comtract Area which are in support of'a well drilled inside the Contract Areo.

If ey party for any g 1o disposiion of such party’s share of sub produced h der. such
considenation shall not be deemed a contribution 25 contemplated in this Article VHLC.

D,  Maintengace of Uniform Interests:

For the puspase of meintnining uniformity of ownership in the oil and gas leaschold i d by thiz agr ao
porty shalf selt, encumber. transfer or make cther disposition of its iterest in the leases embraced within the Contract Area and in wells,
cquipmeni and production unless such disposition covers either:

t.  the eniire inmerest of the party in al) leases and equipment and production: of
2. an equal undivided interest in all fcases and equipment and production in the Contract Area,

Every such sale, encumbronce, transfer o other disposition made by any party shafl be made expressly subject 1o this agreement
and shall be made without prejudice to the right of the other partics.

8, 21 amy fime ihe Wmioest of oy pany is divided among and owned by four or more s, Op al its discretion. may
requite such co-owners 10 appoint 3 single trustee or agzre with full awtharity 10 receive notices, approve expeaditures, receive bitlings for
and approve and pey such porty’s share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
party's interest within the scope of the operati beaced in this agr b , oll such s shall have the right to enter
into ond af) or agr for the disposition of 1heir respective shares of the oil and gas produced fiom the Contract
Arcn and diey shall have the night Lo receive, separately, payinent of the sale procoeds theseof,

E.  Walver of Rigbts 1o Partition:

If permitted by the fows of the siate or states in which the propaty covered hercby is located, each pany hereio owning an
undivided interest in the Contract Aren waives any and ali rights it wmay have to partition and have set asids 1o it in severaky i1s undivided

imerest therein,
b ek to—-asell-al} Pt —of-iss er—ide a e F Commat
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. . 8 8 ses—withfidlialommat d-onlowhioh-sheth-irrehuda-th
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ARTICLE IX.

INTERNAL REVENUE CODE ELECTION

This ogreement is nol intended to create, and shall not be construed to crente, a relutionship of pastnarship or an association

for profit betweep or among the partics hercto. Notwithetanding any provision berein thst (be rights and liabilitics hercunder are several
and not joint or ¢ollective, or that this agr and ions b der shall not constitule a partnership, if, for fodenal income tax
purp this agy and the operations der are regarded as 2 g ship, each party hereby affected elects to be excluded
from the application of ail of the provisions of Subchapter "K”, Chapter I, Sublitle “A™, of the Intemal Revenuce Code of 1954, as per-
mitted and authorized by Section 761 of the Code and the regulations p \gauced th der, Opx is authorized and d& } o ex-
ecute on behall of each parly hereby alfected such evid of this election as may be reqwired by the S y of e Treaswry of the
United States or the Federal 1 I R Service, including specifically, but oot by way of limitation, all of the returns, statements,

and the data required by Fedorel Regutations 1.761. Should there be any requircment that each party hereby affected give further
cvidenee of this election, ench such party shell cxcoute quch documents and fumish such other evidence as imay be required by the
Federal Imerno) Revenue Scrvice or a8 may be y to ovid this election. No such party shall give any notices or take ony other
action i istent with the election made hereby. If any present or future income tax laws of the state of states in which the Comtraet
Aren is locsed or any [utwee incomo tax taws of the United States contain provisions similar to those in Subchapter “K, Chapier i,
Subtitie “A”, of the Imtomal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Code is per-
mitted, each party harhy affectedl shad) noake such election as may be permitted or requeired by such laws. In making the forcgaing elec-
tion. each such party stales that the income derived by such party fimm operations hereunda can be adequately determined without the
ion of partnership taxable i
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ARTICLE X.
CLATMS AND LAWSUITS
Operator may seitle any single uni third party da claim or suil arising from operations h der if the expend
docs not exceed thousand Dotlass
(5. 15,000.00 }and if the payment is in complete settlement of such claim or suit. If the amount required for sertlement ex-

ceeds the above amount, the partics hereto shali assume snd ke over the futher tandling of the claim or suit, unless such authority is
delegated to Operstor. All cosis and expenses of kandling, setiling, or otherwise discharging such claim or suit shell be st the join ex-
pense of the parties participating in the operation from which the claim or suit arises. [T'a clsim is made against any party oc if any party is
sued on account of any matter arising from operations hercunder over which such individun! has no control because of the rights given
Operator by this agreement, such panty shall immediately notify all other paniies, and the claim or suit shall be treated as any othey claim
or suil invalving operations hereunder.

ARTICLE XI,
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure (o camry out its obligatians under this agreement. other than

the obligation (0 mokc money payments, that party shall give 10 all other parties prompt written motice of the force najeure with

bly full particul itg it thercupon, ihe obligations of the party giving the notice, so far as they are affected by the force

majeure, shall be suspending dosing, but no longer than, the continuance of the force majeure. The affected party shall use o) reasomble
diligence to remove the force majeure situation as quickly as practicable.

The requircment that any force maj shall be remedied with all ble dispacch shall not require the scitlement of sirikes,
lockouts, or other labor difficulty by the pany involved, contrury to its wishes; how all such dafficulties shal) be handied shali be entirely

within the discretion of the party concerned.

The tertn “force smjeure”, as here employed, shall mean an act of God, strike, lockout, or other indusiria) disthaace, act of‘

the public encmy, war, blockade, public riot, lighning, fire, storm. [lood, explosion, g | action, g 1 deloy.
or inacti ilability of equip and ony oihar cause, whether of the kind specifically crmmeraied abave or otherwise, which is

ot reasombly within the control of the sty clainmiag suspension.

ARTICLE Xti.
NOTICES

All notices authorized or required b the partics and required by any of the provisions of this agr unless otherwise
specifically provided, shall be given in writing by mil or telogram, postage or charges prepaid, or by telex or telecopicr and addressed to
the pasties o whom (he notice is given at the addresses lisied on Exhibit “A™. The crigimating notice given under any provision hercol

shall be deemed given only when received by the party 1o whom such natice is directed, and the time for such party o give any nolice in
response thereto shall run from the date the oniginating notice is ived. The sccond or any responsive axice shall be deemed given
when deposited in the mail or with the wlegroph with posiage or charpes prepaid, or semt by elex of telecopicr. Cach pany
shall have the right to change its address at any time, and fron time to time, by giving writien aotice thareol 1o ol other parties.
ARTICLE X1It.
TERM OF AGREEMENT

This agreement chall remain in full force and effect as o the oil and gas leases and/or oil and gas interess subject hereto for the
period of tine sclected below: pravided, however, no party hereto shall ever be construed as having any right, title or intcrest in of to any
Iease or il ond gas intcrest contributed by any other party beyond (he term of this agreement.

O QOption No. ¢: So long as my of lhc il aml £0s lases mbjccl to this agrecinent cormaén or are continued in forec as 10 any pan
of the Contract Arca, whether by pr 1, or otherwisc.

B Omipn No 2: in the cvent the wel{ described in Anicle VLA., or any subsequent well deilied under any provision of this
resuits in production of oil and/or gas in paying quantitics, this agr shall I in(weeanlow;nsmymchwdlw

wells produce, or are capable of production, and for an additional periodof ____ 180 days from on of all production; pr
however, if, prior to the expiration of such additional period, one or more of the parties hercto arc eagaged in drilling, % dcepcn-
ing, plugging back, testing or attempling 1o complete a well or wells h de, this agy shall continuc in foroe untit such opera-
tions have been completed and if production results therefrom, this gy shail continue i force 25 provided herein. In the cvent the
well described in Article V1A, or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, or capabic
of prockicing oil ad/or gas from the Contract Area, this agreement shall erminate unless drilling, decponing. plugging back or rework-

ing opcrations are commenced within days from the date of abandonment of said well.

I s agreod, however, that the ination of this agr shal} not relieve zny party haelo from any liability which has
accrued or atiached prior 10 the date of such termination.

13-
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ARTICLE XiV.
COMPLIANCE WITH LAWS AND REGULATIONS

A Laws, Reguistions and Orders:

This sgreement shall be subject to the conscrvation laws of the state in which the Comract Area is located, to the vatid nulcs,
regulations, and orders of any duly constiuted cegulatary body of said sats; and 10 afl other applicable federl, s, wesd Yook ey, -
dinances, rules, regulations, and orders.

B.  Governing Law:

This agreement and all maters partaining I\cmo. including, but not limited to, matiers of performance, non-performance, breach,

remedies. procedurcs, rights, dutics, and intenpr or ion, shall be governed and determined by the law of the state in which
the Contract Area is located. IFthe Contract Area is in (wo or moce states, e baw of the state of New Mexico
shall govern.

C. Regulatory Agencies:

Nothing herein contained shall grnt, or be construed 10 grami, Operdlor the right or authority to waive or relcase any nights,
privileges, or obligations which Non-Operators may have undcr fedeul or state lnws or \rnda rules, tations or onders promulgated

under such laws in sefirence (o 0il. gat and minenal ap i 2 the lacation, op or production of welle, on tracts offem.
ting or adjnoent to the Contract Arca.

With respect to operations b der, Non-Op agree o release Opu'alor from any and al? losseg datmages, injuwries, claims
and causes of action orising out of, incident to or resulting directly or indirecily from Op 's interpr or application of rules,
rulings, regalstions or orders of the Department of Encrgy or pred or genwies 10 tie extent such interprotation or ap-
plication was made in good fith. Escli Non-Operator (urther agress (o reimburse Op for any applicable to such Non-
Op *s share of produdtion that Op mnybca.,"comﬁad.rehlearpaynstresnlxofwduuwmmawddmor
spplication, together with inkerest and penaliics thereon owing by Operatar as a result of such i intecpretation or appli

Non-Op horize Op o prepare ank) subinit such documents as may be required to be submitted to the purchoser
of any crude oil sold hereunder of 10 any other person or entity p 1o the requi of the “Crude O Windfall Profit Tax Act

of 19807, as same may be amended from time 10 time (*Act™), and any valid regulations or rules which may be issued by the Treasury
Depariment from time 10 time purswont to said Act. Each party herclo agrees to furnish any and all centifications or other infarmation
which is requised 10 be furnished by 5aid Act in 2 timely manner aad in sufficient detsi) 10 permit compliance with said Act.

ARTICLE XV.
OTHER PROVISIONS

A.  Priority of Operations

Notwithstanding anything herein to the contrary, it is agreed that when a well drilled under the terms of this
Agraament shall have been drilled to (he obj fomnﬁonovdepthmdmopanunmlclmminmam
?notmmdl’ a‘gr.n upon the s&mo and timing of further operations regarding sald weil, the proposais shall
n 9 Of

1 tete the well at aither the objective depth or objective formation, including
thotuung and loggfng of such well at such depth; )

2. A proposal to plug back and attempt to compiete said weli :bov. the objective formation (if there is more
a-f}? ons propu to plug ba:k ulf proposn?a will be consitlerad in ascending ordar); ( g

3. A proposal to despen said well in order to attempt 8 complstion balow the objective formation (if there is
mors than one proposal to deepan, the proposal': shall be considered in dmjonding order); ¢

4 A proposal to sidetrack the well; and
5. A proposal to plug and abandon the weli,

B. Nolwithstanding any other prwisg;’m honm. if during the term of this agrommem. s wu:Il i;‘:qulndb:o m
deapened, reworked, d ba d, or any other gperation ray be r n
o«!g: to 81) tin mgg: or & in force and oﬂoct. or {2) maintain a unltizod area of any postion thersof in

effect, or (3) earn or preserve and interest in and to ali and/or g:u and other minerais which may be
owned by a third puﬂy or which, falling in such operation, may revert to a third party, or. (4) comply with an order

Issuad by a reguiatory body having bnlsdk:ﬂon in the premises, falling in which certain rights would terminate, the

following shall apply. Shoudd less the hereto alect to participate and pay their proportionate part of

the costs to be incwred In such on.Mpartlndn!rmtopnuclpmsha!thawmorwmdosoat
thelr sole cost, risk, and expense. Promptly followi u'neeoncl onounc‘:‘:r«mbn.udxoﬂhmpuﬁcsm:
participating agree to executs and dofiver an rment to the Interest of sach non-participating

psly in and to the lease, kun. or riohu L) ro mz-: 0 UNIT DEPTHS, which would hava terminated or

which otherwise may have been od by virtus of such ogeration, and in and to the lease, Jeages, or v
UMITED TO THE SRO UNITY DEF'"!S. within the baluwo of the drilling unit upor which the well was d Ilnd
cepting, howsvar, wells therefore completed and capable of producing In mmg quantities. Such mssignment
mn be dellvered to the participating partles in the m&oruon that ¢! ro the expenza aftributable to the non-
mldoﬁnn parties’ Interest, For the purposes of fining 2 required operation under this provision, such
wilt be d d reguired if proposed within thirtesn (13} months prior to the date such rights would

P

C. This Operating Agresmant dated May 8, 2009 supsrsedes and repl any ont Operating Agreement covering
the contract area.
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1 ARTICLE XVIL.
2 MISCELLANEOUS
3
4 This agreement shafl be binding upon and shal! inure to the bencfit of the partics hereto and to their respective heirs, devisees,
5 legal representatives, successors and assigrs.
6
7 This instrument may be cxecutod in any aumber of coumerpents, each of witich shall be considered an original for ol f
8
9 N WITNESS WHEREOF. (his agreement shall be cifective as of 2ih day of May {ycar) _2009 .
10
[}
12 OPERATOR
13
14 MARBOB ENERGY CORPORATION
15
16
17 . .
8 7%""44 WL‘QQ«
19 ¢ RD
20
21
22
23 NON-OPERATORS
4
: s PITCH ENERGY CORPORATION THE ALLAR COMPANY
.
26
27 ﬂy
:: YATES PETROLEUM CORPORATION EG3,INC
30
31
iz
33 YATES DRILLING COMPANY ABO PETROLEUM CORPORATION
34
35
36
7
33 MYCO INDUSTRIES, INC. CHESAFPEAKE EXPLORATION, LLC
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RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

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

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

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

EXECUTED this _29th day of June .2009

TRACT(S) See attached. Exhibit “B”

YATES PETROLEUM CORPORATION YATES DRILLING COMPANY

John :?(ates, r., Anom’ey-in-Fac
{NDUSTRIES, INC. - ABO PETROLEUM CORPORATION

MYC

¥4 L |
By: By: /&[‘ ,51/\4' “ @ !
Sharon Snowden, Attorey-in-Fact Jolhn ?/ /Y ates, Jr., Auomgy/inac( /

Address: _105 South Fourth Street
Artesia. NM 88210

ACKNOWLEDGMENT
STATE OF NEW MEXICO )
) ss.

COUNTY OF EDDY )
This instrument was acknowledged before me this 2g¢h  day of _Iyne . 2009, by John A. Yates, Jr.,
Arorney-in-Fact of Yates Petroleurn Corporation. and of Abo Petroleum Corparation, New Mexico corporations, on

: Ifmrmi°"5- fPn P Jed

Pauis J. Balee

S NOTAKY PUBLIC.BTATE OF NEW MREXICO Notary Public ~
My eoxmission fo22708
STATE OF NEW MEXICO )
) ss.
COUNTY OF EDDY
This instrument was acknowledged before me this _29th davof __June . 2009, by Peyton Yates,

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

OFFICIAL SEAL s () L

Pruts J. Pk or 1EW Notary Public
NOTARY PUNLEC-STATE MEXICO

STATE S SCo. )'

) ss.

COUNTY OF EDDY
This instrument was acknowledged before me this _29th dayof __ June , 2009, by Sharon Snowden,

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

Bk [ ok

0"’(’2" SEAL Notary Public ™
NOTARY PUBLIC-ETATE OF NEW MEXICO

My conmissien, explrowindihiolldimane

o
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AAPL FORM, _ /.- MODEL FORM OPERATING AGREEMENT - 154

! ARTICLEXVE.
2 MISCELLANEOUS
3
; m:mﬂlk&ﬁwﬂﬂmnhmd&wehmuﬁm%m
gl rep 2 dasi
6
‘7 Thas is any b ¢ in ewy mumbes of cxch of which thall be contidared an ariginal R eF perposcs.
9 N WITNESS WHEREOF. (his agrecroem shall b effective a5 of Bth day ol May vipesr) 2089
to
H
” OPERATOR
”3
“ MARBOB ENERGY CORPORATION
[H]
6
17 .
" R il
19 4
20
n
k-]
o NON-OPERATORS
4
:s PSTCH ENERGY CORPORATION. THE ALLAR COMPANY
.
2
Iy g
g YATES PETROLEUM CORPORATION . EGY,ING
x oy A
k]
32 4
31 YATES DRILLING COMPANY ABO PETROLEUM CORPORATION
¥
35
%
»
18 MYCO INDUSTRIES, INC. CHESAPEAXE EXPLORATION, LLC
39
40
“
:: NEARBURG EXPLORATION COMPANY, LLC LEGEND NATURAL GAS TIF L.P.
“
as
4%

47

43 DEVON ENERGY PROCUCTION COMPANY LP
4
E
k1
2
k2]
34

IgaIzareneyy

-15-
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

' . ARTICLE XVI.
2 MIECELLANEOUS
3
4 This apzomme sl be Biading upes ead shall taore &0 the bencts of the partics s and 10 e mapettve beinu devisens,
3 lopd repreazestval, sasesmon wed esigm.
L]
? Tha inswumct owy be clecuied inany sumber of countorpats, cuch of which shell be considered an origins| for all parpases.
’
9 TN WITNESS WHEREDF, s 2 grewenent sholl by ¢ffoctrve asof b day of, May. (yow) __2009
0
[}
1”7 OPERATOR
2]
113 MARZOS EHERGY CORPORATION
1]
13
? .
" Ray Ml
19 7
20
2
u
bad NON.OPERATORS
:; PITCI1 ENERGY CORPORATION TIHE ALLAR COMPANY
E . 2 Z
26
7 i+
% VATES FETRCLEUM CORFORATY I
»
L)
»
3 YATES DRILLING COMPANY ABO PZTROLEUM CORPORATION
M
n
3
»”
33 MYCO INDUSTRIES. INC,
»
@

L]

23
4
4“*
4
“
4
48

*? NEARBURG EXPLORATION COMPANY, LLC

sident -
Coynsel

Henry J. Hood, Senidy Vice
| 2 Genel
LEGEND NATURAL GAS It LP.

DEVON EXERCY PROGUCTION COMPANY LP

5.
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EXHIBIT “A”

Attached to a made a part of that certain Joint Operating Agreement dated

May 8, 2009, by and between Marbob Energy Corporation, as Operator, and Pitch Energy

Corporation, et al, as Non-Operators.

I. CONTRACT AREA/DEPTH RESTRICTIONS:

Township 25 South, Range 28 East, NM.P.M.
Section 32: E2E2

Section 33: ALL
Section 34: S/2

Township 26 South, Range 28 East, NM.P.M.
ALL OF SECTIONS 3-4, 9-10, 185, 17, 20

Section 2: W/2

Section 5. W2

Section 7 : E/2

Section 8: E2

Section 16: E/2E/2

Section 18: E2

Containing 7,360 acres, more or less

CONTRACT A I DEPTH F. THE SURFACE TO
BONE SPRING FORMATION

BASE OF

HE

H. NAME, WORKING INTEREST PERCENTAGES, AND ADDRESSES OF THE PARTIES FOR

NOTICE PURPOSES:

Marbob Energy Corporation 18.477715%
P.O. Box 227
Artesia, NM 88211-0227

Pitch Energy Corporation 16.856606%
£.0. Box 304
Artesia, NM 88211-0304

Yates Petroleum Corporation 13.028650%
105 South 4™ Strest
Artesia, NM 88210

Abo Petroleum Corporation 6.663396%
105 South 4 Street
Artesia, NM B8210

Yates Orilling Company 6.663396%
105 South 4™ Street
Astesia, NM 88210

Myco industiies, Inc 6.663396%
105 South 4™ Street
Artesta, NM 88210

The Allar Company 20.162395%
P. O. Box 1567
Grzham, TX 76450

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

TOTAL 100%

ill. OlL 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
DATE AND PERCENTAGE

TOWNSHIP 25 SOUTH, RANGE 28 EAST
1 Section 32: £/2¢/2 160 VB-0575 8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO Industries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natura! Gas

Devon Energy Production Company LP

2 Section 33: N/2 320 VB-0576 8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petraleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO tndustries, Inc.
Marbob Energy Corp
Pitch Energy Corp
Legend Natural Gas
Devon Energy Production Company LP

3 Section 33: $/2 320 VB-0569 8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petrofeum Corp.
ABQ Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
Marbob Energy Corp
Pitch Energy Corp
Legend Natural Gas
Devon Energy Production Company LP

WI Decimal

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23%40960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

Net Acres

29.315968
6.811888
6.811888
6.811888

19.134976

19.134976
33.67288

38.305536

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072



7

Section 34: 5/2

JOWNSHIP 26 SOUTH, RANGE 29 EAST

Section 22 W/2

Section 3: £/2

Section 3: W/2

320

320

320

320

Exhibit A-1

V-7085 7/1/2009 - Prod 0.16667 MARBOS ENERGY CORPORATION Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Orilling Company
MYCQO Industries, Inc.
The Allar Company

v8-0694 7/1/2010 0.1875 YATES PETROLEUM CORPORATION Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Caorp.
ABO Petroleum Corp
Yates Drilling Company
MYCO industries, Inc.
The Allar Company

V-7438 7/1/2010 0.16667 The Allar Company Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Orilling Company
MYCO Industries, Inc.
The Allar Company

V-7461 7/1/2010 0.16667 Yates Petroleum Corporation Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, lne.
The Allar Company

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.1950549%
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945%
0.30768230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.0755494%
0.30769230

62.417584
62417584
24.175824
24175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24,175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

O

_

Q



8 Section 4: £/2

9 Section 4: W/2

10 Section 5: Ef2
UNCOMMITTED

11 Section 5: W/2

320

320

320

320

V-7439

V-7462

V-7440

V-7463

Exhibit A-1

7/1/2010 0.16667 The Allar Company Marbob Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO industries, Inc.
The Allar Company

7/1/2010 0.16667 Yates Petroleum Corporation Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drliling Company
MYCO Industries, inc.
Marbob Energy Corp
Pitch Energy Corp
Legend Natural Gas
Devon Energy Production Company LP

7/1/2010 0.16667 Legend Natural Gas 1 LP  Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
Marbob Energy Corp
Pitch Energy Corp
Legend Natural Gas
Davon Energy Production Company LP

7/1/2010 0.16667 Yates Petroleum Corporation Yates Petroleum Corp.
ABO Petroleum Corp
Yates Orilling Company
MYCO tndustries, Inc.
Marbob Energy Corp
Pitch Energy Corp
Legend Natural Gas
Devon Energy Production Company LP

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940%60

0.18322430
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

58.621936
13.623776 -~
13.623776 (,)
13.623776

38.269952

38.269952

67.34576

76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952

67.34576 -
76.611072 O

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072

25~
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12 Section 6: £E/2 320
UNCOMMITTED

13 Section 7: E/2 320

14 Section 8: W/2 320
UNCOMMITTED

V-7441

V-7465

V-7443

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

Legend Natural Gas Il LP

Legend Natural Gas Il LP  Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO Industries, inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

Yates Petroleum Corporation Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCQ Industries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO Industries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940060

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11953360
0.21045550
0.23940960

58.63193%
13.623776
13.623776
13.623776
38.269852
38.269952
67.34576
76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576

76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576

76.611072

2



15 Section 8: Ef2
16 Section 9;: W/2

17 Section 9: E/f2

18 Section 10: W/2

320

320

320

320

V-7466

V-7444

V-7467

vB-0677

7/1/2010

7/1/2010- Prod

7/1/2010 - Prod

7/1/2010

Exhibit A-1

0.16667

0.16667

0.16667

0.1875

Marbob Energy Corporation

The Allar Company

Yates Petroleum Corporation

The Allar Company

Yates Petroleum Corp.
ABO Petrgleum Corp
Yates Drilling Company
MYCO Industries, Inc.
Marbah Energy Corp
Pitch Energy Corp
Legend Natural Gas

Devon Energy Production Company LP

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

Marbab Energy Corp
Pitch Energy Corp
Yates Petroleum Corp.
ABO Petroteum Corp
Yates Drilling Company
MYCO Industries, Inc.
The Aflar Company

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

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23540960

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505485
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072

62.417584 -
62.417584 ( )
24.175824
24.175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824

98.461536 O

62.417584
62.417584
24175824
24.175824
24,175824
24.175824
98.461536

-



l/—A

19

20

2]

22

23

Section 10: €/2

Section 15: €/2

Section 15: W/2

Section 16: E/2E/2

Section 17: €/2

320

320

320

320

V8-0635

V-7445

V-7468

V-7446

v-7447

7/1/2010

7/1/2010

7/1/2010

7/1/2010

7/1/2010

Exhibit A-1

0.1875

0.16667

0.16667

0.16667

0.16667

Yates Petroleum Corporation

The Allar Company

Yates Petroleum Corporation

The Allar Company

Chesapeake Exploration LP Chesapeake Exploration Limited Partnership

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

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

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

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

0.13505495 62.417584
0.19505495  62.417584
0.07554945  24.175824
0.07554945  24.175824
0.07554945  24.175824
0.07554845  24.175824
0.30769230 98.461536
0.19505495 62.417584
0.19505495  62.417584
0.07554945  24.175824
0.07554945  24.175824
0.07554945  24.175824
0.07554945  24.175824
0.30769230 98.461536
0.19505495  62.417584
0.19505495 62.417584
0.07554945 _ 24.175824
0.07554945  24.175824
0.07554945 24.175824
0.07554345  24.175824
0.30765230 98.461536
0.19505495  31.208792
0.13505495  31.208792
0.07554945  12,087912
0.07554945  12.087912
0.07554945  12.087912
0.07554945  12.087912
0.30769230  49.230768
1.00000000 320



24

25

26

7

Section 17: W/2

Section 18: E/2

Section 20: W/2

Section 20: E/2

320

320

320

320

V-7470

v-7448

V-7450

v-7473

7/1/2010

7/1/2010

7/1/2010

7/1/2010

Exhibit A-1

0.16667

0.16667

0.16667

0.16667

Yates Petroleurn Corporation

Chesapeake Exploration LP Chesapeake Exploration Limited Partnership

Nearburg Exploration Company, LLC Nearburg Exploration Company, LLC

Marbob Energy Corporation

Yates Petroleum Corp.
ABO Petroleum Corp
Yates Drilling Company
MYCO Industries, inc.
Marbob Energy Corp

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

0.35000000
0.05000000
0.05000000
0.05000000
0.50000000

1.00000000

1.00000000

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

112
16
16
16

160

320

320

62.417584
62.417584
24.175824
24175824
24175824
24.175824
98.461536

O



S
TOTAL COMMITTED ACRES
TOTAL UNCOMMITTED ACRES
TOTAL ACRES

7360
960
8320

Exhibit A-1
RECAPITULATION

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

100%

Unit Working Interest
Marbob Energy Corp

Pitch Energy Carp

Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company
WYCO tndustries, inc.

The Allar Company
Chesapeake Exploration LLC
Nearburg Exploration Company LLC
TOTAL

Nearburg ORI

0.18507511
0.16016961
0.12379680
0.06331485
0.06331485
0.06331485
0.19158086
0.09962205
0.04981102
1.00000000

0.00415092

making new Wi:
it Working Inter

Nearburg TA'd to ali parties proportionately

Marbob Energy Corp 0.19477715

Pitch Energy Corp 0.16856606

Yates Petroleum Corp. 0‘13028650J
ABO Petroleum Corp 0.06663396

Yates Drilling Company 0.06663396)

MYCO Industries, Inc. 0.06663396

The Alfar Company 0.20162395

Chesapeake Exploration LLC 0.10484446

Nearburg Exploration Company LLC

TOTAL 1.00000000]

1188.974488
1028.974488
795.305384
406.752344
406.752344
406.752344
1230.7692
640
320
5424.280592

O



THERE IS NO EXHIBIT “B” TO THIS DOCUMENT



COPAS 1884-1 ONSHORE
( ) Reviand Aprit 23, 2004

EXHIBIT “C”

Atmched to 2nd made a part of Aftached to a made 8 part of that certain Joint Operating Agreement dated
May 8, 2009, by and between Marbob Energy Corporation, as Operator, and Pitch Energy
Corporation, et al, as Non-Operators.

4.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

Defipitions

*Joint Property™ shall mcan the rea) and personal property subject to the to which this A v Procedure is attocked.

“Joint Operations” shafl mean afl opesmions meocssary or proper for the d P peration, p ion and mai of the
Joint Propeny.

“Joit! Actouns® stall meaa (he accounk showing the charges paid 2nd credits received in the conduct of the Jaini Operations and which
are ta be shaced dy the Parties.

"Operator” stall meaa the party designated 0 conduct the Joint Operations.

“Now-Operstorg” stioll mesn the Parties o (his satrement other (han the Opcraton

“Parties™ shall saean Opesator end Non-Qpermtacs.

"Fire Level Supervisors" shall mean thoss employees whose primary fuaction in Soint Qperations is the direct supervision af other
cmployces and/or comract labor dizectly cmplayed on the Joint Property in a field operating capaity.

*Technical Employecs™ shafl mean thoss employecs having speciol end specific engincering, goological or otber professiomal skills,
and whose primaty fusction in Joint Opesstions is the handling of specific operating condifions and problems for the benchit of (he

JSoimt Propenty.
“Personat Expenses” shall mean travel and other bi¢ reumbrsabie cxpenses of Operntar’s cavploy
“Mzierial” sholl pean p ) Proprity, cgquip of supph ired of hedd for use on the Somt Property.

“Controllable Material® skall mean Materit} which at the time is %0 classified n the Moterial Classification Monual o3 mox
recenlly secommended by the Council or Petrol A Societk

Starcaent and Biltlogs

Operator shalt bill Non-Operntors oa or before the lasl day of cock month for theis proportioaste share of the Joint Account for the
peeceding month, Such bills will be accompanied by statements which identify the authority for expendituse, lcase or facllity, sad alf
camges and credits zcd by apprope fassifications of i and exp except that {lems of Controllable Materia)
and unusual charges and credits shatl be sep Iy tdesificd and fulfly described in detail.

Advances and Paymoxts by Nos-Cperutors

A Unless otherwise provided for in the agr the Op may reguire the Noa-Operators 10 advance their share of cstimated
cash ouwday for the seccreding month's operation wilhin fifieen (15) days afler receipl of the biling or by the ficst day of Ihe moaih
for which the adv is wquired, which is Inter. Operator shall adjust each monthly billing ta reflect advances received from

the Noa-Opcratocs.

B. Eack Non-Operator shall pay its proportion of sl bills within fifleen (15) days afier receipt. If paymend is nol made witkin such time,
the unpaid balence: shal) bear interest monibly ot the prime rate {n effect at Chose Manhgtton Bank on the first day of the momb

in which dclinquency ocsurs plus 1% or the maxi nwe permitted by the applicable vsury laws in the state in which
the Joint Propeny {s focated, whichever is the lesser, plus altomcy's fees, conrr costs, 1% ather coSts in conncction with i
collection of bnpaid amonnts.
Adjastarents
Payment of any such bills sholl bot prejodice the right of any Non-Opesator to prolest or question the thereof; 3 dcd
h , alt bills and desed (@ Noo-Operntors by Opentor during any clendar yoar shall conclusively be presumed ©
be e 2nd comeet afier twenty-four (24) months following the end of ony such calendar year, unless withis the s3id twenty-four 24)
momh pesiod 3 Non-Operator 1akes wrilien €xceplion thereto and makes clain op Operator fof adjt No ddj lavorobl
10 Operatoe skall be made unless it is mode within the same prescribod period. The provisions of this paragraph shall not prevent
sdjetments reseitiag fram  physicat v of Contrallatic Material as provided for tn Section V.

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

A A Nox-Operatos, upon aolice in writing 10 Operolor and ol other Noa-Operators, shadl kave the right 1o sudis Openator's accounts
and records relatiog to the Joik Accout for any calendar year within the fwenty-fom {24) mosth period folfowing the end of
such colendar year: provided, b , the making of an audit shall not extend the dme for the 1aking of writicn exception 10 and
the adj of as provided for in Parograph 4 of this Section L Where there are 1wo o¢ more Non-Operalors, the
Now-Opcrators shall make overy ressomable effon 1o conduct @ joist audit in 3 manmer which will resull is o minfmum of
inconvenicnce to the Opersior. Operntor shiall bear no portion of the Non-Operators’ nudit cost incusred onder this pamgragh
unless ogreed 1o by the Operolor. The audits shall not be conducted more thon once cack year withowt prior approval of
Operator, excepl wpon the resigaxion of fremoval of the Operator, and shall be mrade ot the cxpense of these Non-Opersiors

approving such nudit,

B.  The Operator shall reply w writing to an 3udiX report withia 180 days after receipt of such report.

6. Appraval By Nea-Operaton
Where an zpproval or olher opr of the Pxtics or Now-O, is cxpressly required umder other :ctions of (his
A ing Procedure and if Ihe ag 10 which this A ing Procedure is hed ins no comrary provisions in regard

thereta, Operator shal) ootily al! Noa-Operetors of the Operator's propesal, and the agreement or approval of o majority in intcrest of the
Non-Operators shial! be controlling on all Non-Operators.

1. DIRECT CHARCER
Operator skall clarge the Joint Account with the followiny items:
I Ecologicat and Eavi t
Costs  (mcurred (‘u lh-e benclit of Ihe Joimt Property as a result of go | or regulatory requi 10 sotisfy
! d applicable to the Joim Opersticns. Such costs may include surveys of an ccological or archacologicat

rature and pollution coniro} procedures as required by applicoblc laws and regulati
2 Reatals and Royalties

Lease rencals and royaltics paid by Operator for the Joint Operations.

3. Labor

A. {1} Sslarics aad wages of Operntor’s ficld employees directly employed on (he Joint Property in the condwct of Joint Operalions

(2) Salaries of First lewel Supervisors in she Nedd.

{3) Salaries and wages of Techaical Employees dinctly employed on the Joint Propenty if suxch charges are excluded from
(he overhead rates.

(4) Safories and wages of Technicsl Empl either temporarily or p I gnod o and direcily employed in the
operstion or the Joixt Property if such chorges are excluded (rom the oveshead rates.

B.  Opemior's cosi of holidoy, vacalion, sickness and disability beaefits ond olber y all paid 10 employoes whose
salarics ond wages are chargeablo to the Joint Accoont under Paragraph 3A of this Section TL Such costs wades this Peragroph 3B
may be charged on 0 “when and as poid basis® or by "percentape assessment” on the amount of salorics and wages chargeable to
the Joint Accounl under Paragroph 3A of this Scction IL IF percentage assessment is used, (he rate shall be based on the Operator’s

COst experience.
C.  Expendi or wnade p 0] imposed by go 1 hontly which are applicable to
Opexator's cosis ch be to the Joint under P hs 3A and 3B of this Section .

D. Persomat Expenses of those employces whose salaries and wapes are charpeable 1o the Jint Account under Paragraphs 3A and 38
of 1his Section (L

4. Employce Benelits

Opmlofscmnlcwsov Mished plans for cmployees’ groop life i bospitalization, pension, retk stock purch
uaun botws, 388 other benefit plans of & ke pature, applicable to Operator's bhoreosehrpas!c 1o mmwmwms
3A ond 3B of this Seclion 1 skall be Dperstor's actua! cost not 1o cxeeed Ibe pescen! most receatly recommended by the Council of

P 4 Cnintl
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Materia) parchased or farmsted by Operator for use ox the Soxu Propesty as provided under Sectioa (V. Only such Maerial shall

P

be purchased for or transferred to the Joint Property os may be requdred for Jixte nse ond s hiy practical and
with efficient and icoh operations. The 1a1i0n of surplos siocks shall be avoided.

Transpertation

Transponation of employees and Material y fos the Join) Operations but subject so the following limitarions

A If Material is moved o the Joix) Property Som the Op rs h or other propertics, na charpe shall be made 10 the
Joint Account for a distance greater than the distance from the nearest reliable supply siore where like material is normally svailable
or Rilway recciving point nearen the Joint Propenty saless agreed (o by the Partics.

B.  If surplus Malerin! is moved jo Operalot's warchouse ar other storage point, no charge sholl be made 10 the Joim Account for o

disiaxce greater than the distonce 1o the acarem relisble supply store where like ial is lly ilable, or rmlway
receiving point neasest the Jofw Properly unless agreed 19 by the Partics. No charge shall be made (o the Joint Account Por
moving Material 10 other propertics belonging to Op unless agreed to by the Perties.

C. o the epplicalion of subparagraphs A and B abowe, the optioa 10 equalize or charge aclual trucking cost is available when the
acal charge is $400 o loss excluding acoessorin) churges. The $400 will be adjusicd 10 the amount most recently recommended by
the Councl of Petrolcum A Societi

Services

The cost of contrae! scrvicea, equiptent mad wtililies provided by owrside smoocs, except services excluded by Pasragraph [0 of Section IT
ond Paggraph i i, and i, of Section Tl The cou of professional consultam services and comtract services of technical personne)
directly engaged on Ihe Joine Propesty if such charpes e excluded from the overhead mtes The cast of professional consultant services
or comract services of technica! personael aot dicccily engaged oo ke Joint Propeny shall not de charged o the Joint Account
unless previously agroed to by the Pastics.

Equaipment and FacHitlos Fernished By Operater

A Opcemtor sghall chage the Joint Accoom for ast of Operxtos owaed equipment and focilitics o1 mtcs commensinate with cosis
of owmership end operation. Such raies shall include costs of mainicnance, repairs, ofer opesating expense, insurance, taxes,
depreciation, ood sierest on gross i Jess lated depreciation ool Lo exeesd tvelvg pereent {__L2 %)
per annum. Such mtes shall nol exceed average commereial races corrently prevailing in the immedisie area of the Joint Property.

8. In licu of charges in Paragraph 8A above, Operator may elect to use average ial raics prevaling 10 the diate orea of
the Joint Property less 20%. For aumomolive equipment, Operator may elect 1o ase mues published by the Petroleum Motor
Transport Association,

Bamages and Losses to Joint Property

All cosis or expenscs necessary for the repair of replacement of Joint Property made y by of dameges or Josses incurved by
fire, lood, storm, thef, accident, or oiver cawse, excepl those resulting from Operator’s gross neglipy or willifol mi di
Operator shall furnish Non-Operafor wrilten sotice of damages or losses incurred as soon as practicable after a repont thercof has
been received by Operator.

Legal Expense
Expense of bandling, investigating and scitting litigation or cluiws, discharging of liens, pay of judg and paid
for scitiemenl of claims § in or remdting Fom operations uader the agrecneat of necessary 16 protect or Tocover the Joint

Property, cxcept that ro chasge for services of Operaior's koga!l saff or fees or expense of outside attormcys sholl be made ualess
previcusly agreed 1o by the Partiex Al oiber lega! expense is considered (0 be covered by the overhead provisions of Section i)
uniess otherwise agreed o by the Patties, excepe 35 provided in Section ), Paragraph 3.

Texes

All taxcs of cvery kind and cauwe assessed or Yevicd upom or ia connection with ke Joiot Property, the operalico thereol, or the
producticn therefrom, ond which taxes have been paid by (he Opersmior for the benefit of the Parties. If the ad valorem iaxes are based
in whole of fn part wpon scpwe volustions of each pamty's working inteven, then notwithstanding anything to tke contrary herein,
charpes to the Joinl Accoun) shall be made and paid by the Patics hoto in sccordance with the tax value generated by each party's
working interest.

3
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t 12 insurance
2
3 Net prems paid for i ircd 10 be comed for the Joint. Operatinos (o the prokeciion of the Pawiks. I 9r tvesh Yim
4 Operations are conducted in a siote in which Operior may ac) as aclf-insorer for Worker's Compeasation and/or Employers Liabilty
5 under the respeclive state's laws, Operslor may, & its clection, inchude the sk under its soIfs jnsorance program and in that evear,
6 Operator shall include a charge 31 Operator's cost ot i exceed manusl e
7
-3 13 Abnad and Recl
9
10 Costs incusred for abandonment of the Joint Peoperty, including cons required by o | or other regulatory suthorily.
t
12 14, Communications
13
14 Con of acquiring, leasing, iestalling. ing, wepoinng and muinuining ication systems, including radio and microwave
[} focilities direclly sovng the Joiat Propenty, in the ewent icuticn facilitics'sy serving the Joint Property are Operator
16 owned, charges to 1he Joint Account shall be made as provided in Pamagraph 8 of this Section I,
17
11 15, Other Expenditures
19
20 Any oiber expenditure not covered or deak with in the forcgoing provisions of this Section [], or in Section 11 and which 15 of direct
21 benefli 16 the Joim Property and is incorred by the Opemior in (he necessary aad proper conduct of Ik Jain Operations.
22
3
24 [I. OVERHEAD
25
26 t. Overbead « Drilling and Producing Operatiens
k)
28 i As jon for administrative, supcrvision, office scrvices and warchousing cosis, Operator sholl charge drilling and
29 producing operatiens on cither:
p 1]
3 ( X )Fixed Rate Basia Parogroph 1A, ar
32 () Percentage Basis, Paragroph 18
33
H Unless othenwvise agreed 1o by the Pasties, such charge shall be in licu of costs and expenses of atl offices and slaries or wages
35 plus applicable burdens aod af ali p 1, exceps those directly chargeabie under Paragraph 3A, Section JI. The cost
36 and expense of services from outside sourpes in conacction with matters of taxetion, traffic, accouniing or malters before or
17 invalving go I agencies shall be considered as included in the overkead sates provided for in the sbove sciected Panagraph
38 of this Scction JI unless such cont and cxpense are agreed to by 1he Panies as a direct chorge ta the Joint Ascopsl.
39
40 ii. The slaries, wages and Persomal Exp of Techaical Empioy nudior the cost of professionn] consultsat scrvices and
4) roct 3ervices of lechnical p | directly employed on the Joini Property:
2 -
43 { ) shail be covered by e overhond raes, or
“ ( X )shall not be covered by the overhcad mtcs.
45
46 iii. The slaries, wages and Personal Exg of Technical Emph andfoc costs of professional consukant services and
47 contrct services of technical p ) eiher temporssily or p ly assi to and directly cmployed in the operation of
48 1he Joint Property:
49
50 ( X ) shall be covercd by the overhead rales, or
S {  }shall not be covered by the overhead rates.
52
53 A, Overkead - Fixed Rate Basis
34
55 (1) Opcrater shall charge the Joint Accounl o the followving rates per well per merith:
56
57 Deilling Well Rate S 6000.00
58 {Prosaeed for dess than o full month)
59
60 Producing Well Rae$__60000
6t
62 {2} Application of Overbead - Fixed Raite Basis sholl be 3s follaws:
[%]
2] (@) Drilling Well Razc
65
66 (3) Charges for diilling wells skofl begin on the dale the well is spudded and iceminaic on the dote the drilling
67 rig, compiciion rig. or other units osvd in complétion of (he well is released, whichever is Imer, except (hat no
68
69
°
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chorge shall bc mode during suspemsion of dnfling or completion opemifons for fifleen (I5) or more
consecntive ealendar doys.

{2) Charmpes {os wells undergoing any type of work or pletion for a period of five (3) consecutive work days
or more shall be made X the drilling well rmic. Such charges shall be applicd for che period fom date
workover operations, wilh g of othér unils used tn workover, commence twough date of nig or other snit
release, excepl that no charpe shall be mode during suspeasion of opemtions for ficem (15) or mome
consocutive calender days.

(b) Producing Well Raes

(1) An sctive well either produced or injected info for any ponion of the month skl be consideres as o oxc-well

chrarge (or the extite moath,

[2) Esch aclive completion in a multi-compleied well it which production is ot gled dovwn hole shall
be idered as a well chacge providing cach pletion s idered a2 sep well by fke
goveming regulatory aothority.

(3)  An inaclive gas well shut o because of overproduction or failwre of purchaser lo take the produciion dhall
be considered asa 1t charge providing the gas well is drectly connected (o 2 permanc sates outlet.

(4) A onc-well charge shall be made for the month in which plugging oed aband perations dre compkacd On
any wetl. This one-wel) charge skall be made wheiier o not the well has produced excepr when drilling wedl
rale applics

(5} AL otber imctive wells {incloding but oot Gimbied to inactive wells covered by umi allowable, teas
llowabk sferred sllowable, etc.) shalt not qualify for an overhesd charge.

(3) The well mtes sholl be adjested as of U first day of Apdl each year following the cfiective dale of the sgrecment ¥ winch
this A g Procedur is attached by the percent incicase or decrease published by COPAS.

B. Overhead - Percestage Basis
{1) Operator shall chorge the Joint Accoun at the foliowing rates:
(s) Development

Percent {__ %) of the coxt of developmens of ihe Joinl Property exclusive of costs
provided under Pamgraph 10 of Scction and all suvage credits

) Opesatng

Percent (. %) of the cast of operating the Joial Property exclusive of eogs provided
wader Poxagrapks 2 and 10 of Sectivm I, ol satvage credits, the value of igjocted substances purchased fot
secondary recovery and all taxes and assesSTaEMs which art devied, assessed and poid upon (he mincra) interest in
and to 1he Jaint Property.

@) Application of Oveshead - Porcentage Basis shal) be as fallows:

Ffor the purpose of detenmining charges on a perosatage bosis under Pamgraph 1B of Lhis Section 1), development shall
inchede ail costs in connection with drilling, redrilling. d ing. or any dinl operations on any or all wells involving
e vse of drilling rig and crew capable of drilling 1o 1be producing interval on the Joint Property; also, preliminary
expenditures necessary in preparation for deilfing and expenditures incurred in abandoning when the well is not compicied
a5  peoducsr, and original cost of consirucuoa or installation of fixed assels, the expansion of fixed assels ond any other
project clearly discemible as @ fixed asset, except Major Construction as defined in Poragraph 2 of this Section BI. Al
other costs shall be considered as opesating, ’

Overhead - Ma)or Construction

To compensaie Opersior for overhead costs § d in the oo and § loo of Hxed msets, the expansion of fixed assets, and
any other project chearly discomibie os a fixed aswer required (o the develop and operation of the faiat Property, Operator shall
euber negoritie o rie prioe to the beginaing of construciion, of shall charpe the Joim Account for overhead tased on the llowing rics

for any Major Congtruction project in cxcessof §. 2500000 :

A 5 %offirs $100,000 or total cost if dess, prus
B, ___3  %ofcosusinexcess of $100,000 but kess thon $1,000,000, plus

C. __2  %ofcoasincxeess of $1,000,000.
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Total cost sholl mean the gross cost of any oac project. For the puspose of this pargreph, the component pans of 3 single project shall
ot be treated separately and the cost of drilling and workover wells and artificial il equipment shall be excluded.

3. Catastrephe Ovechead

To compensxe Operaior for overhead costs ineurred in the ovent of expenditores resaliing from a siagle occerrence due to oil spill,
blowow, explosion, fire, storm, h or otkr ophes as agreed o by U Panies, which are necessary 10 restare the Joint
Property 1o the: equivalem condition thar cxisied prior 10 the event causing the experditures, Operator shall cither acpotiate o ralc
prior to charging the Soint Account or shall charge 1he Joint Account foc overhead baged on the faollowing raies:

A 3 % of tofal costs through $100,000; plus
B. 3. %oftola) costsin excess of $100,000 but less than $1,000,000; plas
C 2% of ot costs tn excess of $1,000,000.

Expeaditres subject 1o the overheads shove will not be reduced by insurmee recoveries, and a0 other overhesd provisions of Ihis
Scction i1t shatl appty.

4, Amcadment of Ratcs

The averhedd rates provided for in this Section 11l may be amended (tom time 10 linc only by ausaal apreement between (h Pastics hercto
if, ¥n practice, vae raikcs soe Jorad 10 be insuiiicicnt or cxecasive

. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Openater i regponsibic for Joint A t Moterial and shall make proper and timely changes and credits for all Matcrial movements affecting the
Joinl Property. Operator shall provide all Material for use on the Joim Propeny: howewver, a1 Operstor's option, sach Matenol way be supptied
by the Non-Opermtor. Operaior shall moke timely disposition of idle andior sumlus Malerial, such disposal being made either through sole ta
Opertor or Non-Operator, division in kind, or sile to outsiders. Opermtor may psrchase, but shall be wunder no obfigalion 1o purchase, inlerest
of Non-Opertars in surplus condition A or B Matcrial. The disposal of surplus Controllable Material not purchased Uy the Operator shall be agreed
10 by the Parties.

[ Parchases
Matcrial purchascd shall be charged mt the price paid by Operator afler deductios of all gi ived. Tn case of Material found
to be defective or returned 10 vendor for any other reasons, credit shall be passed o the Joint Account when adjustment bas been roecived
by tae Operator.

2 Transfery and Dispositions

Motcrial femished 10 the Joint Property and Malenal iransfersed from ithe Joim Property or dispased of by the Opcralor, unless
otherwise agreed 1o by the Parties, shall be priced on the following basis exclusive of cash di

A, New Material {Condition A)
{1} Tubvlor Goods Other chan Line Pipe

{0) Tobular goods, sized 2 3/8 inches OD and larger, except line pipe, shall be priced al Eastern mill published corioad
bese peices effective o3 of date of movement plus transporiation cog using the 30,000 pound cartoad weight basix
o the @ilway receiving poinl neacest the Jolne Prapenty for which published il rates for tubslar goods cxist. If dhe
80,000 pound rai) rate 15 ot offered, the 70,000 pound or 90,000 pound mil raie may be used, Freight charges
for tobing will be caleylaied from Lomin, Ohio and casing (fom Youngsiown, Ohio.

() For grades which are special to oac xill orly, prices shall be compoted et the @il base of that mill plus tRusponation
cost from Lhat mill to the milway recciving poinl nearest the foint Property as provided above in Pamgraph 2.A.(1)().
For tmnspontation cost from poinks other thas Eastora mills, the 30,000 pound Oil Field Haulers Asscciation intcrstate
huck rtc shall be used.

(¢) Speci® ead finish twbular goods shall be prced at the lowest published ou-of-stock price, [ob. Housion, Texes
plus irmnsportation cosi, asip Oif Field Hanlers Associstion intersiate 30,000 pownd truck rte, o the railway recciving
pornt ncarest the Joint Property.

{4} Macxoni tubing (size less then 2 3/ inch OD) shall be priced 31 the lowen peblished out-of-Rock prices fab. the
supplier plus transporiation costs, using the Oil Ficld Haulers Associction intersiate truck mle por weight of
tubing trarsierved, to 1he mailway receiving point nearest (he Joint Propeny,

COPAS;
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Line Pipe

(a) LUine pipc movemems {except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or more
shall be pnced under provisions of wbular goods pricing in Poragraph A(IXa) as provided above. Frvight charges
shall be colctated fom Lonin, Ohio.

(b)  Linc Pipc movements (cxcept size 24 inch OD and larger with walls % wch and ower) less ikos 30,000 poseds
shall be priced at Easiern mubl published carload base prices cffeclive as of date of shipmeas, plus the perceot most
recenily recommended by COPAS, plus imnsporiation cous based on freight mies as set forth wnder provisions of
tubular goods pricing in Pacagraph A (1)(a) as provided above. Freight charges shatl be Giculated from Locin, Ohia.

(c) Line pipc 24 inch OD and over and % inch well and larger shall be priced Fo.b. the poim of manufcture a1 corrent
new published prices plus transportaiion cost fo the milway receiving point neares! the Joint Property.

(d) Line pipe, including fabmoated line pipe, drive pipe and condoit not listed on published peice lists shalt be priced at
quoled prices plus freight to the rafiway receiving poiat nearest the Joinl Property or a1 priccs agreed (o by the Partics.

Oches Material shall be priced 21 the current new price, in effect al dale of movement, as ligted by a reliable supply store
ncasest the Joint Property, or point of plus ponigtion costs, if eppli ta the railway recciving poinl
ncarest the Joint Propeny.

P

Unused eew Malcrial, cxcept tubuler goods, moved [rom the Joiat Property shall be priced a1 (ke cument new price, n effect
on dae of movement, as lisied dy a reliable supply storc ncarcst the Joind Property, or poink of wooufacturs, plus

P wn costs, if applicable, lo the raitway roeeiving poini nearest the Joimt Property. Unused new tubulars will be
priced as provided sbove in Paragraph 2.A.(1} and {2).

Good Used Material {Condition B)
Maicnal in sound aad scrviceable condition and suitable for reuse without reconditioning:
(1) Materia! moved to the Joint Propenty

At seventy-{ive percent (75%) of current new price, as determined by Pargraph A,
(2)  Materia! uscd on and moved (rom the Joint Propesty

(3) At smventy-five percent (75%) of cumrent now price, 3s incd by Parzgraph A, if M fol was onyi
charyed 10 the Joint Account as new Material or

() Al sixty-five percent (65%) of currenl new pice, as d incd by Paragraph A, il Materinl was ariginally charped
10 the Joint Account as used Materia)

(M} Makcrial oot used on 9nd moved from the Joint Propeny

Al scventy-five percent (75%) of currenl new price as determined by Paragraph A,

The cost of reconditioning, il aay, shall be d by the transfering prop

Other Uscd Material

(3) ConditionC
Matenal whick is oot in sound and serviceable condition aed not suitsble for its original function umi! after
reconditioning shalt be priced &1 fily percent (50%) of cument Acw price as deicrmised by Paragrph A. The cost

of mconditloning skal) be charged to the jving property, provided Condition C valve plus cost of reconditioning
does nol excecd Condition B valse.

) ConditienD

Mazterial, cachading jurk, no longer swilable for its eriginal purpese, but usble for some ciker purpose skalt be priced
on 8 basis commensurnte with its wx Operator may dispose of Condition D Material ander praced (
used by Operator without prior aprovat of Noa-Operators.

{a) Casing, tubing, or dril! pipc used as line pipe shall be priccd as Grade A and B dess tine pipe of comp
size and weight, Used caying, tubing or drill pipe wilized a3 line pipe shall be priced a1 wyed line pipe prices.

(b) Casing, lwbing or drill pipe wecd as higher pressure scrvice lines than standard line pipe, e.g. power ol lines, sholl
be priced under normal pricing procodurcs for casing. whing, of drill pipe. Upser tubular goods sl be priced
on a non upact basis.

5
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1 (3) Condition E

2

3 Juxk shell be priced ot prevailing prices. Opcrator may dispose of Ci ion E Material under p dh 1t}
4 utilized by Opertor without prior approval of Nor-Operaiors.

3

6 D.  Obsolete Materiat

7

8 Matecal ehick ie etrdocole wd wRble % Ws wigival fomttivn b condiion andlor vdiue of such Malcral 5 B0t
9 equivaleat to thal which would jusufy s pnice as provided sbove may be specially priced 2s agreed 1o by the Parles. Such
10 price showld sesul in the Join Account being charged with the value of the service rendered by such Materiat,

1

12 E.  Pricing Conditions

13

1 (1) Loading or unloading costs may be charged to the Joind Account & the rate of tarnry-five cents (25¢) per hundmed
(13 weight on ol tubulor goods movements, in lieu of ociusl Joading or unloading costs ined a1 the stocking poini.
16 The above rate shall be adjusted as of the fiem day of April cach year following Jamary I, 1985 by the same
7 p 3¢ i or & used to adjust ovcrhead mtes in Section Ji), Porageph 1.A(3). Each year, (he
18 mate colenlaod shall be rounded (0 the nearest cent and shall be the rate in effect uaiil the fiest day of April next year,
14 Such rate sholl be published each year by Ike Council of Peimlerm A Societi
24 (2) Material involving creclion costs shall be charged ot applicable percentage of the cument knocked-down peict of
2 nesw Malerial,
23

24 3. Prembrm Prices

25
26 Whencver Malerinl is nou readily obuinable at published or listed prices because of notionst cocrpencies. strikes or other unysxol
27 causcs aver which the Openxtor kas no control, the Operstor may charge the Joint Account for the required Material at the Operator’s
23 sctual cost incurred in providing such Malerial, in making il switable for use, and in moving it to the Joim Propenty; providod
2% notice In writing is famished to Non-O of the propesed charge prior io billing Noa-Operators for such Materist.  Each
30 Non-Operaior sholl have the right, by so electing and ootifying Operator wilhin ten days after receiving nolice frem Operator, 1o furnish
3 i kind ail or part of his share of such Materia) suitable for xs2 and acceptable 10 Operator,

32
13 4. Warranty of Materlal Fornished By Operstor

34
35 Operator docs not warmant the Material fumished. I case of defective Moleriod, credit hall noi be passed 1o (he Joint Accoumd
3% unti) edjustment has been reccived by Operator from the manefacturees or their agents.
37
38
39 V. INVENTORIES
40
41 The Qperator shall maintain detailed recards of C liable Matertal
42
43 I Pericdic Nolice and Rep
44
45 At ble intervals, i ies shall be 1aken by Operator of the Joint Account Controllsble Materizl. Writien notice of intemtion to
46 take inveotory skall be given by Opemior ot Jeosa thinty (30) days before any inventory is to begin so thal Nor-Opcators may be
47 pr d when any 1 y is takea. Failure of Non-Op 10 be rep o an i y shall bind Noa-Operators (o accept
48 the inventory taken by Operator.
49
50 2 and A of L1
sl
52 Adjustments 1o the Joimt Accoumt resslting from the roconciliation of o physical inventory sholl be made withis six months (ollowing
53 the taking of the i y. L y adj shall be made by Opemtor 1o (he Joimt A for oos and shoropes, bul,
54 Operator stall be hetd zccountable only for shortages due to lack of rezsonable diligence

55

56 3. Spectal Inverterics

37

58 Specizl invenlanics may be taker whexcver there is any sale, chanpe of interost, or change of Operator in the Joint Property. U1 sholl be
59 the duty of the party sclling 1o nolify all other Partics 35 quickly as possible alter the transfer of inferest (akes place, In such cases, bolk
0 the eller and the purch shall be go d by such i y. [n cases jnvolving a change of Operaioc, all Partics sull be govemed
61 by such inventory.

62

63 4. Exp of Cendacting 1 e

64

65 A.  The expene of conducting periodic i icy shall not be charged 1o (he Joint Account unless agreed to by the Partics.

6

&7 B. The expense of conducting specal 1 rics shall be charged (o the Pasties requesting such i ies, excepl i

113 required due fo chanpe of Operator shall be charged 10 the Joint Accoxnl.
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EXHIBIT “D”

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

1. OPERATOR 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 palicy, 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, et al, as Non-Operators.

GAS BALANCING AGREEMENT

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

In accordance with the terms of the Operating Agreement, each party thereto has the right to take
its share of gas produced from the Contract Area and market the same. In the event any of the parties
hereto coflectively owning participation percentages of less than 50% are not at any time taking or
marketing their share of gas or have contracied to sell their share of gas produced from the Contract Area
lo 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 shail automatically become effective upan the
terms hereinafter set forth.

1. During the period or perinds when any parties hereto collectively owning participation
percentages of less than 50% have no market for their share of gas produced from any proration unit
within the Contract Area, or their purchaser does not iake its fuil share of gas producing from such
proration unit, other parties collectively owning participation percentages of more than 50% shall be
entited to produce each month 100% of the lessar 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 urit; provided, howsver, no party who does not have gas in place shall be entitled to take or
defiver to a purchaser gas production in excess of 200% of the lesser of (¢) 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 cumuiative over and under account of each

party.

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

4, After notice to the Operator, any parly 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 parly,
including the Operator, until it has recovered its gas in place and balanced the gas account as to its
interest, shalt be entitled to take or defiver o its purchaser a share of gas determined by multiptying 50%
of the interest in the current gas production of the party or parties without gas in place by a fraction, the
numerator of which is the interest in the proration unit of such party with gas in place and the denominator
of which is the total percentage interest in such proration unit of all parties with gas in place currentty
taking or delivering to a purchaser.

5. Nothing herein shall be consirued to deny any party the right, from time (o time, to
produce and take or deliver to its purchaser its full share of the aliowable 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 guantities
before the gas account is balanced, setement will be made between the underproduced and
overproduced parties. In making such settlement, the underproduced party or parties will be paid a sum
of money by the overproduced party or parties attributable to the overproduction which said overproduced
party received, less applicable taxes theretofore paid, at the applicable price defined below for the
delivery of a volume of gas equal to that for which setiement is made. For gas, the price of which is not
regulated by federal, state or other governmental agencies, the price basis shall be the price received for

e
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the sale of the gas. For gas, the price of which is subject to regulation by federal, state or other
governmentat authorilies, the price basis shall be the rate collacted, from time to time, which is not
subject to possible refund, as provided by the Federal Energy Regulatory Commission or any other
govemmental authority, pursuant to final order or setfiement applicable to the gas sold from such welt,
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 46, it is expressly agreed that any underproduced party
shall have the optional right, with respect to each proration unit, to receive a cash settiement bringing
such undesproduced party's gas account into balance at any time and from time to time prior to the final
settiement, by first giving each overproduced party 90 days' written notice of demand for cash setlement.
if such option is 50 exercised, settlement shall be made (as of 7:00 o'clock AM. on the first day of the
calendar month following the date of such written demands) within 90 days following the actual receipt of
such written demands by the overproduced parties, in the same manner provided for in §6. The option
provided for in this paragraph may bs 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 incwrred, as it share thereof is set forth in the Operating Agreement.

9, This agreement shall constitute a separate agreement as to each proration unit approved
by the applicable regulatory authority for a poot within the Contract Area, but such proration unit shall not
inciude any producing horizon which is not within the vertical limits of said pool. This agreement shall
remain in forcs and effect so long as the Operating Agreement 16 wiwch it is atischied remains in effect,
and shall inure to the benefit of and be binding upon the parties hereto, their heirs, successors, legal
representatives and assigns.
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EXHIBIT “F”
EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

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

1) The Operalor 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 trealed 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 advertisemnents 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 natienal origin,

3) The Operator will send to each labor union or representative of workers with which Operator has
2 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 afl provisions of Executive Order 11246 of September 24, 1865,
and of the rules, regulations, and relevant orders of the Secretary of Labor.

5) The Operatar will furnish ali information and reports required by Executive Order 11246 of
September 24, 1965, and by the nules, 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, reguiations, 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 subcontracl 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 enfarcing such provisions including sanctions for non-compliance; grovided, however,
that in the event the Operator becomes invalved in, or is threatened with, litigation with a
subcontractor or vendor as a result of such direction by the administering agency, the Operator
may reguest the United States to enter into such litigation to protact the interests of the United

States.

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

thereunder.

Operator further acknowiedges 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 11248 and supply each other party hereto with a copy of such program if so

requested.

1
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CERTIFICATION OF NONSEGREGATED FACILITIES

By entering into this contract, the Operator certifies that Operator doss not and will not maintain or
provide for Operator's employees any segregated facilities at any of Operator's 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 viglation of the Equal Opportunily clause in this contract. As used in this
certification is a violation of the Equal Opportumity clause in this contract. As used in this certification, the
term “segregated faciliies” means, but is not limited to, any walling rooms, work areas, rest rooms and
wash rooms, restaurants and other eating areas, time clocks, locker rooms and other storage or dressing
areas, parking lots, drinking fountains, recreation or entertainment areas, transportation, and housing
fadlities provided for employees which are segregated by explicit directive or are in fact segregated on
the basis of race, color, religion, or national origin, because of habit, iocal custom or otherwise. Operator
further agrees that {except where Operator has obtained identical certifications from proposed contractors
and subeontraciors for specific ime periods) Operator will obtain identical certifications from proposed
contractors and subconiractors prior to the award of contracts or subcontracts exceeding $10,000.00
which is not exempt from the provisions of the Equal Opportunity dlause. 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 annuatly).



