
A.A PX. FORM 610-1982

MODEL FORM OPERATING AGREEMENT

SRO STATE EXPLORATORY UNIT

OPERATING AGREEMENT 

DATED

May 8 2009

operator Marbob Energy Corporation

CONTRACT AREA SEE ATTACHED EXHIBIT “A"

COUNTY OR PARISH OF EddySTATE OF New Mexico

COPYRIGHT 1982 ALL RIGHTS RESERVED 

AMERICAN ASSOCIATION OF PETROLEUM 

LANDMEN, 4100 FOSSIL CREEK BLVD.. FORT 

WORTH TEXAS 761)7-2791 APPROVED 

FORM A.AJU. NO 610 1982 REVISED

Z
o
p
<

sw
H

BEFORE THE OIL CONVERSATION 
DIVISION 

Santa Fe New Mexico 
Exhibit No 4

Submitted by COG Operating LLC 
Hearing Date May 4 2016

Sa
nt

a 
Fe

 N
ew

 M
ex

ic
o 

E
xh

ib
it 

N
o 4

Su
bm

itt
ed

 b
y C

O
G

 O
PE

R
A

T
IN

G
 L

L
C

 
H

ea
ri

ng
 D

at
e F

eb
ru

ar
y 

28
 20

17



A.A.P L. FORM 610 MObtL FORM OPERATING AGREEMENT

TABLE OF CONTENTS

Title

IV

0. EXHIBITS , _ __................................................. ...
Hi SgEBESTS OEIAKOK, - .......... .......................

A OIL AND GAS INTERESTS. ........ „ _ „
B INTERESTS OF PARTIES IN COSTS AND PRODUCTION 
C. EXCESS ROYALTIES. OVERRIDING ROYALTIES AND OTHER PAYMENTS 
D SUBSEQUENTLY CREATED INTERESTS ............ ................... ...........
hues.............................. ..... ................ ......................................................................................

A TITLE EXAMINATION _ „ ..
B LOSS OF TITLE „ .......

1 Failure of Title _ .. .. „ ________
2 Less by Non-Payment or Erroneous Payment of Amount Doe .. _
3 Other Losses „ ___ „ „

V OPERATOR. .....................................................
A DESIGNATION AND RESPONSIBILITIES OF OPERATOR. „ _____
B RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR

1 Resignation or Removal of Operator .......... „ _____
2. Selection of Successor Operator 

C EMPLOYEES „
D DRILLING CONTRACTS.........................

VL DRILY JNfi AND DEVELOPMENT - ----------------- ..
A INITIAL WELL.................................................... „
B SUBSEQUENT OPERATIONS

1 Proposed Operations__  „ .. „ ____
2. Operations by Less than AU Patties. _____ ________
3 Stand By Time „ .. „ ____ _
4 Sidetracking „.. „ ..............„ „

C TAKING PRODUCTION IN KIND ..
D ACCESS TO CONTRACT AREA AND INFORMATION................... -
E. ABANDONMENT OF WELLS _ ------- _---------------------- ----

1 Abandonment of Dry Holes _ ________
2 Abandonment of Wells that have Produced „ _
3 Abandonment of Non-Consent Operations 

VIL EXPENDITURES AND LIABILITY OF PARTIES
A LIABILITY OF PARTIES.................... ...................................... ...........
B LIENS AND PAYMENT DEFAULTS 
C PAYMENTS AND ACCOUNTING - - -
D LIMITATION OF EXPENDITURES „ ..............................

1 Drill or Deepen.. --------- .... -----------
2 Rework or Plug Back .. _ -------- -
3 Other Operations .. ^ „

E RENTALS. SHUT IN WELL PAYMENTS AND MINIMUM ROYALTIES 
F TAXES _ _______ _
G INSURANCE______ _________ - .. ..

VUL ACQUISITION. MAINTENANCE OR TRANSFER OF 1 
A SURRENDER OF LEASES 
a RENEWAL OR EXTENSION OF LEASES 
C ACREAGE OR CASH CONTRIBUTIONS _
D MAINTENANCE OF UNIFORM INTEREST
E WAIVER OF RIGHTS TO PARTITION-------
F- ■PRBBKB'fHAL-MGHT TO PURCHASE?. ,

„1
1

2 
2

~2
2

2
23
3

_ 3 
3
3
4 
4 
4 
4 
4 
4 
4
4
4- 5
5 
5
5- 6-7 
7

_ 7
7
8 
8 
8
8- 9 
9
9

- 9 
9
9
9- 10 
9-10
10 
10 
10

_ 10 
-.11 

1 

1 
1 
1

12 
12

-rrB

12

DC INTERNAL REVENUE CODE ELECTION _ .....
X CLAIMS AND LAWSUITS--------------------------- -

XI FORCE MAJEURE-----------------
XD NOTICES.. - ---

MIL IBMQEAGREEMENT ......
XIV COMPLIANCE WITH LAWS AND REGULATIONS 

A. LAWS REGULATIONS AND ORDERS
B GOVERNING LAW..........._...............................
C REGULATORY AGENCIES „ .. .-

XV QIHER PPfflgSLQSS ------------------ -
XVI. MTKra iANF.ruK „ _ --------- .....

-12 
-.13 

13 
13
13
14 
14 
14 
14 
14

- 15

Table of Content!



A.A.P L, FORM 610 McrDEL FORM OPER/TING AGREEMEN1 1982

1

2
3

4 

3 

6
7

8
9

10
11

12
13

14

15 

It

17

18

19

20 
21 

22
23

24

OPERATING AGREEMENT

THIS AGREEMENT entered Into by and between Marboh Enemy Carnoftlmi

— ■ ____________________________ _ heranalter designated and
refortd to as "Operatin'’ and die signatory party or parties oilier than Operator sometimes hereunder referred to Individually herein 

as Nan-Optraler" and collectively os "Non-Operators”

WITNESSETH

WHEREAS the parties to this agreement are owners of oil and gas leasts ond'or oil and gas interests m the land identified in 

Exhibit A and the parties hereto have reached an agreement to explore end develop these leasts andfer ofl and gas Interests (hr the 

production of oil and gas to the extent and as hcremafler provided

NOW THEREFORE, 4 is agreed os follows;

ARTICLE I 

DEFINITIONS

As mad m Ihk Agreement, the Rrllntvnig nwih mid forme Otell Sow the mramogg Iw, gg^rrtwl m thorn-

A. The term oil and gas" shall mean oil, gas, casmghrari gas, gas condensate, and aR other liquid or gaseous hydrocarbons 

turd other marketable substances produced thcrewdh, unless an intern to limit the mdoiveness of this term is specifically staled.

B. The terns oil and gas lease” leese" and leasehold1* shall mean the ed and gas liases coveting tracts of land 

lying wmdn the Contract Area which are owned by the parties to lint agreement

C The term oH and gas interests" shall mean unleascd fee and mtoernl iMeests m tracts of land lying within the 

Contract Area which are owned by parties to this agreement.

D The torn "Contract Area sln> mean oil of the lands, oil nod gas leasdtold mtcrest and oil and gas interests intended to be 

developed and operated Ibr ail end gas purposes under this agreement Such lands, oil and gas lasehold interests and oil and &s interests 

ate described in Exhibit A

E. The term drilling unit shall mean the area fixed for lire drilling of one we1! by order cr rule of any or 

federal body ha ing authority If a drilling unit is not fixed by any such rule or order a dnlling tax shall be Ibe drilling unit os establish­

ed by the pattern ofdnllmgm the Contract Area or as Oxer] by express agreement of the DnlBug Parti-s.

F The terra dnltsue shall mean (ho oil and gas lease or interest on which a proposed wen is to be located.

G The terms Drilling Party and Consentmg Part/' shall mean a patty who agrees to jolr in and pay ns Am of the cost of 

any operatloa conducted under the provisions of Disagreement.

H The terms "Non-Drilling Party" and “NothConsenlnig Party" shall mean a party who elects not to prrtictpal 

m a proposed operation.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural unhides the 

singular and the neuter gender includes the masculine and the feminine

ARTICLE IL 

EXHIBITS

The following exhibits, as indicated below and attached hereto, ore Incorporated In and made a port htycof 

El A LxMbd A** shall include the following information 

(I) Identification of lands subject 10 this agreement,

C) Restrictions, Ifany os to depths, formations, or substances,

(31 Percentages or fractional interests of parties to this agreement,

(4) Oil end gas leases and/or ol) and gas interests subject to this agreement,

(3) Addresses of patties for notice purposes.

□ B Exhibit *B Form of Lease.

B C. Exhibit "C Accounting Procedure.

B D Exhibit D" Insurance

El E. Exhibit E" Gaj Balancing Agreement

B F Exhibit “F" Non-Discrimination and Certification ofNon-Segregated Facilities

□ G Exhibif'G” Tux Partoetship

If any provision of any exhiblL except Exhibits E** and “G" is inconsistent with any provision contatnoi In the body 

of this agreement, the provisions n) the body of this agreement shall prevail
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1 ARTICLE III.

2 INTERESTS OF PARTIES

3

4 A. Oil and Gas Interttts-

5
6 If any party owas an oil and gas interest in tbe Comma Area, that interest «talt bo baud Sir ail proposes of this agreement

7 and Antes die term hereof as if It were covered by the Sam of oil and gas lease attached hereto as Exhibd “B" and the owner thereof

8 shall be deemed to own both the royalty interest resolved in such lease and the interest of the lessee thereunder

9

10 B. Interests of Parties in Costs and Production:

11

12 Unless changed by other provisions, all costs and liabilities metered in operations under this agreement shall bo borne and

13 paid, and all eqtnpmort and mnenals acquired in operations on the Contract Area shat) be owned, by tbe parties as theb interests ere set

14 forth m Exhibit A In the same maimer the parties shall also own all production of oil nod gas fiura the Comma Aren subject to the

15 payment of royalties to die ertent of1/6 which shall be home as hnremaBcr sa forth.

Id

17 RqpnUess of which party has contributed the lease(s) and/or oil and gas haerest(s) hereto on which royalty IS due and

18 payable, each party entitled to receive a share of production of o3 and gas from the Contract Area shall bear and shall pay or deliver or

19 cause to be paid or delivered, 1 the extent of its interest m such production the royalty etnount stipulated hocroebovo and shall hold the

20 other parties free from any lability thcreftr No party shall evrr be responsible, however on price basis higher than the price received

21 by such party to any other party s lessor or royalty owner and if arty such other party s lessor or royalty owner should demand and

22 receive settlement on a higher price basts, the party contributing the affected lease shall bear the additional royalty burden attributable to

23 such higher price

24

23 Nothing contained in this Article III B shall be decrood an assignment or cross-assignment of interests covered hereby 

26

27 C Excess Royalties Overriding Royalties and Other Payments

28

29 Unless changed by other provisions, if (he interest of any party m any lease covered hereby a snbject to any royally

30 overriding royalty production payment or other burden on production n excess of the amount stipulated in Article IIUB such party so

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

32 andall chums and demands Repayment asserted by owners of such excess burden.

33

34 D Subsequently Created Interests

33

36 If any party should hereafter create an overeitfang royally production payment or roller burden payable out of production

37 attributable to Ms working interest hereunder or ir such a burden ex sted prior to this agreement and is not set Goth in Exhibit A or

38 was not disclosed In writing to all other patties prior to the execution of [his agreement by all potties, or is oot a jointly acknowledged and

39 accepted obfaguion of nil parties (any sadi lotocsi bemg heremafter refereed to as subsequently created interest" breqiealve of the

40 timxig of Is creation and the party out of whoso working nXcrext the subsequently created interest is derived bang beremallcr refereed

41 loos burdened party”), and;

42
43 I If the burdened party Is required under this agreement to assign or rclinqoidi to any other party or parties, oil or a portion

44 of tlx working interest and/or (he production attributable thereto, said other party or parties, rial receive smd assignment and/or

45 production free and dear of said subsequently crested interest and the burdened party shall tndenunly and save sred other party

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

47 and,

48
49 2 If fbe burdened party Ails to pay when due, as share of expenses chugeable hereunder all provisions of Article V1LB shall be

50 enforceable ngnimu the subsequently created mteest 1 die same manner as they are enforceable against the working interest of

31 the burdened party

32
53 ARTICLE IV

54 TITLES

33
36 A. Title ExumbuUlon:

37
38 Title wmmlnatlnn shall be made oo the tbiUsde of any proposed weft prior to eommmcnucnl of drifting operations or if

59 the Drilbng Parties so rcqocsl. Inlc exammalioo shall bo nvute on the leases ood/or od ond gas interests included, or planned to be tndnd-

60 ed, in tbe drilling urnl mould such well. The opinion will include the ownership of (ho writing hneresL minerals, royally ovcmdmg

61 royalty ond production payments under tbe applicable lenses. At the lime a well is proposed, each party contributing leases and/or oil and

62 gas interests to the driOsrte, or to bo metnded m such drilling unh, shaft fbrmsh to Operator all abstracts (mchuEng federal lease status

63 reports), title oppugns. title papers and curative tnatenal m its possession free of charge. All such miimnaUnn not m the pegeamn of or

64 trade available to Operator by the parties, but neccssaiy for the wuniniBlnn of the title, shaft be otatsined by Operator Operator shaft 

63 cause (die to bo exenuned by attorneys on Us suffer by outside aOnmcys. Copies of aft mleapmions shall be fimushtd to each party

66 hereto. The cost incurred by Operator mthts title program stall be borne ns foBows:

67
□ Option No. I. Costs Incurred by Operator m procuring abstracts and Idle exoounarion (tadudmg prebnumiy supplemental 

shut-in gas royally opinions and division ardor title opinions) shall be a pert of the administrative overhead os provided ut Exhibit "C" 

and shall not boa tftrect draigc, whether performed by Oprrator’s staff attorneys or by ouslde attorneys.
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ARTICLE IV 
continued

® Ofltiod N&. 2. Costs incurred fajr Operator tn procuring abstracts and ices outside attorneys lor title damnation 

(tnchiding prdiratiwy mppleimtal» shot-m gas rtyaliy opinions and dmsjcra erdo* idle opnsons) fhgfl be bone by tbe Drilling fades 

in tbe froporttfn that Ihc interest of each Dnilmg Party bean to thetoul Merest of ad DrflUng Parties as sudi interests appear in Ex 

hibit A Operator shall make no charge for services rendered by to stuff attorneys nr other pgsannel m ihr prrfnnmwr^ 

functions.

Each party shall be responsible for secenng curative matter sod poohng amendments or agreements required a 

wdh leases or ofl and gas interests contributed by such party Operator shall be responsible for the (reparation and nearing of poofing 

designations or declarations as wd! as the conduct of hearings before governmental agencies for the securing of spacing or pootrag ados. 

This shall not prevent any parly from apponng on us own bdalfat any such hearing.

No wdl shall be drilled on the Contract Area until after (1) the t&le to the (HUsde or drilling unit has been examined as above 

provided» and (2) the title has been approved by the examining attorney or title has been accepted by aD of (be pontes who are to par­

ticipate in the drilling of the wdl

B. Loss of Title

I failure of Title Should any oil and gss interest or lose, or uttered Dterevi be lost through failure of title, wtach loss resuks tn a 

reduction of interest from that shown on Exhibit A (be party eontribuung the affected lease or interest shall have ninety (90) days 

from final iletoinuidion of bile failure to acquire a new lease or other instrument curag the entirety of the tide failure, which acquiti 

tion will not be subject to Article VIIIB. and failing to do so, this agreement, nevertheless, d»fl continue in forte as to aO remumng oil 

and leases and interests: and,

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

entitled to recover from Opontor or the other parties any development or operating costs whieb it may have theretofore paid or married, 

bot there shell be no additional liability on its pact to the other parties hereto by reason of such title failure;

(b) There shall be no retroactive nefuttraent erf expenses meuned or revaun received from the operation of the uttered which has 

been lost, but (he interests of tbe parties shall be revised on an acreage ton, as of tbe tune ft Is (frsmniwd fasly dst fade &9nre Ins oc­

curred, so that the uttered of (he party whose lease or interest is effected by the tltlo future will thereafter be reduced in dm Contract 

Area by (he amount of the uttered lost

(c) If the proportionate (merest of the other parties hereto in any producing well theretofore (frilled on the Contract Area is 

increased by ream of the bile failure, die party whore title has failed shall receive the proceeds attributable to (he increase in such ut­

tered (less costs and burdens attributable thereto) until it has been reonbuised far (uncovered ends paid by d in connect ion with such 

well

(d) Should any perm not a party to lilts agreement, who is defcnnined to be the owner of any interest n the title which bos 

faded, pay in any manner any port of the cost of operation, development, or equipment, such amount dull be paid to the party or parties 

who bore the costs which are so refunded,

(c) Any IbblHty to account to a third party for prior production of oil and gas which arises by reason of mlc failure shall be 

borne by the party or parlies whose title failed hi the same proportions in which they shared m such pnor production, and,

(0 No charge shall be made to (be joint account for lefpl expenses, fees or salaries, in connection with (he defense of the mtarst 

claimed by any party hereto, n bang the tittenuon of the parties hereto that each shall defend title to its interest and bear all expenses m 

connection therewith

2 Los, by Non Payment or Erroneous Payment of Amount Dag If through mistake or oversight. any rental shut-fn well 

payment, miaumiin royalty or royalty payment, is not paid or fa erroneously paid, and as a result a lease or interest therein icnnkates. 

there shad be no monetary liability against Ac party who failed to make such payment Unless the party who faitod to make the required 

payment secures a new lease coveting the same mferat within mnety (90) days Horn the discovay of the failure to make proper payment, 

which acquisition win not be edged to Article vm B„ the interests of the parties shall be revised on on acreage basis, effective as of the 

date of tenmnation of the lease involved, and the party who failed to take proper payment will no longer be credited with an interest m 

the Contact Area on account of ownadnp of the lease or interest which has tcntdniud. In the event the patty who faded to make the 

required psymeot shall ml have been Killy rehnburaed, at the time of (he loss, from the proceeds of fee sale of oil and gas enrfeutaUo to 

the lost interest, calculated on an acreage bests, for the development and operating costs theretofbre pad on aceoan of snch unrest, it 

shall be reimbursed for unreoovotd actual costs theretofore paid by n (but not for ns share of the cost of any diy bole previously drilled 

or wells previously abandoned) Horn so modi of the foUowmg as is nccessaiy to effect rehhbmaentent

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

up to the amount of unroeovered costs;

(b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an aereago basis, of that portion of 

o3 and gss thereafter produced and nwrtteud (excluding production from any wells thereafter drilled) which. In the absence or suck lease 

tcnnmadoa, wnuld be attributable to the lost interest on an acreage bass, up to the amount of utaemveted costa, the proceeds of said 

portion of the ml and ga to he contributed by the ether parties In proportion to then respective interest-and.

(e) Any monies, up to fee amoud of unrecovered casts, (hat may bo paid by any party who is. or becomes, the ownm of the merest 

last, foe the privilege or participating in the Contract Area or becoming a party w Ihls agreement

3 Other Losses All losses incurred, other than those set forth m Articles IVJ3.1 and IV B2 above, shell be joml tosses 

h*mI dsdl be home by all pones m proportion to (bear interests. There shall be no readjustment of interests in (he remaining portion of 

the Contmct Area

A A.P L. FORM 610 MODEL FORM OPERATING AGREEMENT 1982
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1 ARTICLE V

2 OPERATOR

3

4 A. Designation and Responsftrillllcs of Operator:

5

6 toarbofe Energy Corporationshad bo the

7 Operator of the Contract Area and shall conduct rad drat and have fidl control of all operation oo (he Contract Area as permitted and

8 repined by rad within the txaiti of this agreement. It shall conduct all such operations in a good and workmanlike manner but it shad

9 have no lability as Operator to the other parties (or losses sustained or babifihes insured, except such as may result (nun grass 

■0 negligence or willfiil misconduct.

11

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

13

14 I Resianalion or Removal of Operator Operator may resign at any ame by giving wnoen notice Ibraeof to Non-Operators

15 If Operator tcradnalesds legal existence, no longer owns an interest hereunder rathe Contras Area, or is no longer capable of strong as

16 Operator Operator stall be deemed to have resigned without any action by Non-Opcratora, cxocpt die selection of a itMcownr Operator

17 may bo removed if u tails or refises to cany oat its duties hereunder or becomes Insolvent, bankrupt nr is placed in receivership, by the

18 slEnrratnre vote of two (2) or more Non-Operators owning a majority merest based on ownership as shown on Eshlhn A remaining

19 after excluding the voting interest of Operator Such resignation or ranovol shall not become effective until 7:00 o clock Aid. on the

20 fira day of the calendar month following tbe expiration of ninety (90) days oiler the giving of notice of resignation by Operator or action

21 by the Noo-Opcratora to remove Operator unless n successor Operator has been selected and assumes tbe dunes of Operator I an earlier

22 date. Operator after effective date or leapBlma or removal sftai be bound by tbe terras hereof as a Ma&Opnalor A change of a cor-

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

24 be the bosis for removal of Operator 

23

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

27 the panics. The snrccssor Operator shall he selected Horn the parties owning an interest in the Contract Area at the time such successor

28 Operator a selected The successor Opaator shall he selected by die afrumotlve vote of two (2) or more praties owning a magnify interest

29 based on ownership ns drawn on Exhibit A" provided, however if on Operator which has been removed foils to ote or votes only to

30 succeed xsdf. the successor Operator shaft be selected by the affirmative vote of two (2) or more patties owning a ongarhy interest based

31 on ownership as shown on Exhibit A remaining after excluding (he voting mtcrcsi oflhc Operator that was removed.

32

33 C Employees:

34

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

36 compensation fra services performed shall be determined by Operator rad all such employees shall be the employees of Operator

37

38 D Drflhng Contracts:

39
40 All wells drilled an dm Contact Area dan be drilled on a compethne conmct hosts at dm usual rates prevailing m the ana. If il so

41 desires. Operator may employ its own tools and equipment ra the drilling of weds, but its charges therefor shall not exceed the prevailing

42 ralea in Iho area and the ate of raid) charges shall be agreed upon by the praties in writing before drilling operations are commenced, mil

43 such work shaft be performed by Operator under tbe same terms and condhions as are customary and usual to the area m contracts of in-

44 dependetX contractors who arc dang work of n simitar nauira

45

46

47

48
49 ARTICLE VI.

50 DRILLING AND DEVELOPMENT

51

52 A. Initial Weft.

53
34 On f before llw lot dnv ofAmma own 2009 Operator shall commence die driUmg ofu well fw

SS oil and gas at the following location. 4, T28S. R28E

!! and dtad thereafter continue the drilling of the well with due rEUgence to

59 sufficiently t»a* the Bona Spring formatter

60 

61
62 ■—aw* grauito or other practically imprareliubic substance or condition m the hole, which renders ftaihcr Aiding unpractical, is en-

63 countered at a lesser depth, or unless oil praties agree to complete or abandon (he well at a lesser depth.

64
63 Opcrakr shall reasonable wu of all formations encountered during drilling winch give indication or camming oQ and

66 gas in quantities sufficient to test, unless this agreement shall be Inratcd m as application to a specific formatica or formmtons, in which

67 event Operator shad be required to test only the ionuutioo or formations to which this agreement may apply

68
69

70

4
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ARTICLE VI 

con tinned

1 If, in Operator's judgment, die wen win not produce oil or gas m peymg quantities, and n withes lo plug and abandon die

2 well as a dry hole, the pnmsioas of Article VULI shall (hereafter apply

3

4

5

6 B. Subsequent Operations:

7

II I Proposed Operations: Should mgr party hereto dome to drift any well on the Contract Area other than the well provided

9 fan Article VUU or 10 rework, deepen or plug (ask a diy hole (killed at the jobs expense of all parties or n well jointly owned by all

10 the parties and not then producing in paying iptmalriM, the party dotting to drill rework, deepen or plug bock snob a well deft give the

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

12 Oon and the estimated east of the operation. The parties receiving such a notice shall have fobty (30) days after receipt of the notice

13 within which to notify die party wishing to do die wok whether they elect lo participate m the cost of the proposed operation. If e dnll-

14 mg ng is on location, nadcc of a proposal to rework, plug buck or drill deeper may be given by telephone and the response period shall be 

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

16 the period above Cxod shaft umstnutc an election by that party not to ptnhcipaie in the cost of the proposed uperjuou. Any notice or

17 response given by telephone shaft be prompdy confirmed In wndog.

18

19

20
21 If all parties elect lo partictpete m such a proposed operation Operator shall, within ninety (90) days after expiration of the notice

22 period of thirty (30) days (or as prompdy as passible after the apbation of (he (brty^iglu (48) hour period when drilling rig is on loce

23 hon. as the erne may be), actually commence llte proposed operation and complete It with due diligence at the ntir and expense of all par-

24 Ues hade; provided, however said commencement date may be emended upon written notice of same by Operator to the other parties, 

23 Ibr a period of up lo dtkfy (30) mtfiinral ifeys it in the sole opmum of Oponlor ntch additional tune is reasonably oecessay lo obtain

26 permits from governmental authorities, surface rights (mchtding rights-of my) or appropriate dnlling equipment nr to complete tide ex

27 anjuahon or curative matter required for tide approval or acceptance. Notwithstanding the farce nugeuro provisions of Article XI, if the

28 actual opoahon has not been commenced witha the time provided (including any extension thereof as specifically permuted herein) and 

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

dance with the provisions hereof as ifnopnor proposal had been made

2 Oneral oos by Less than All Praties: If any party receiving such nonce as provided In Article Vi.B.I or VII.D I (Option 

No. 2} elects not to participate m the proposed operation, then, m Older to be entitled to the benefits of Ihb Article, the party or parties 

giving the notice and such other parties as shell dcct to participate lo tire operation shall, within ninety (90) days after the expiration of 

the nonce period of thirty (30) days (or as prompdy as possible aftra dm expiration of the forty-eight (48) hour period when i dnlluig rig la 

on location, as the ease wy be) nrfnnlly commence the proposed operation end complete It with due diligence Operator shell perform all 

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

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

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

setting Parties, what copd-rung operations on the Contract Area paranam to this Article VLBX, shall comply with all terras and con­

ditions of this agreement

If less than nil parties approve spy proposed operation, die proposing party immedraidy after the eapmmon of the applicable 

nolux period, shaft advise the Consenting Rutics of the tout urlaeat of the parties approving such operation and its recommcndauon ns
lo whether the Consenting Parties should proceed with (he operation as proposed. Each Consenting Party within forty eigit (48) hours 

(exclusive of Salnday, Sunday and legal holidays) after rcccqx of such turnon shall advise the pmposaig patty of ds desao to (a) itnnt per* 

lidpation to such party a interest as down on Exhdxl A or (b) cany its proportionate put of Non-Consenting Parties interests, and 

foftnre to advise the proposing party shaft be deemed an election under (a) In die event o AUBag ng la on location, the tuns permitted for 

such rmpnrani chnll am exceed a total of forty-eight 1481 bouts (rnchiavc of Satunfav Sunday and lead holidays) The proposinft party 

at its ejection, may withdraw such proposal if there is insufficient participation undated) promptly notify all parties of such decision.

The entire <ve and nek of e—Mhwwg such operations shall be borne by die Consenting Patties in the proportions they have 

doted to bear anno mder the terms of the prooahng paragraph. Consenting Parties shaft keep the leasehold estates involved at such 

operations ftec and deer of all (tens end encumbroacca of every kind created by er arising ftom (ho operations of (he Consenting Pottles. 

If such an operation results m o <by >■"*» tho Consenting Parties shall plug and abandon the well and restore the surface location at their 

sole nsk and expense; If any well dulled, reworked, deepened or plugged back under the previsions of Otic Article results in a pro- 

Acer of oil mutt* ps m pqrfog quantities; the Gunsomtag Parties shall complete and equip the wdl to produce at their sole cog and nsk.

3



ARTICLE VI
coBtfmifid

1 amt dre wdl rial! then be turned ow to Operator and stall bo ^posted by it at (he expense and for Ibc account of the Consenting Par-

2 ties. Upon commeutmcnt of operations (far (he drilling. reworks-g, deepening or piling beck of any such wdl by Consenting forties

3 in eBcoidincf with the provisoes of (his Article, each Non-Coosaiing Party doll be deemed to have relinquished to Consenting Parlies,

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

5 Parly a nacres la the wdl and share of production therefroro man the proceeds of the ale of such share, calculated at the wdl, or

6 market value ihoeof if such share is not sold, (ate deducting protection taxes, excise taxes, royalty ovcmdmg royalty and other m*

7 toasts ool excepted by Article IUJ) payable out of or measured by the production from such well accruing with respect to such interest 

g until St reverts) shall equal the total of the following:

9

10

11
12 (a) 200% of cadi such Non-Consenting Party s share of the cost of soy newly acquired surface equipment beyond the wdibead

13 connections (indudtog. but not tanked to, stock tanks, separators, treated pumping equipment and piping), plus 200% of each such

14 Nan-Consenling Party s share of the cost of operation of the well coouneoci ig with first production and continuing anti) each such Non- 

(5 Consenting Party s relinquished interest shall revert to it under other pr visions of this Article, t bang agreed that each Non*

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

17 Party had it participated in the wdl fiom the bcginnmg of the operations; au)

18 

10 

20
21 (hi 500 % of that portion of the costs and expenses of drilling, reworking, deepening, pluggug back testing and completing.

22 ate deducting any cash contributions received under AmdcVHlC and S00 % of that portion of the cost of newly acquired equip-

23 man m the well (to end including the wellhead connections), which would ba e been chargeable to such Nan-Consenting Party if it hod

24 participated theran.

23 See first paragraph of Pago 6n

26

27
28 An election not to participate m the Aflfiag or the deepening of a well shall be denned an election not to participate m any re-

29 working or plugging back operation proposed In such a well or portion thereof to which tie mitral Non-Consent election applied that Is

30 fp"*"*™1 at any time prior to hill recovery by the Consenting Parties of the Non^onseotlng forty s recoupment account. Any such

31 reworiting or plugging bock operation conducted during the recoupment penod shall be doerotl part of the cost of operation of said wdl

32 and there shaO be tnhM to the am to be recouped by the Consenting Patties one hundred peeent (100%) of that portion of the costs of

33 (he reworking or ptaggmg back operation which would have been chargeable to such Non-Coa«idmg Party had it participated therein. If

34 such a reworking or plugging bode operation Is proposed during such recoupment period, the pn visions of this Article VIB shall be ap-

35 pHcable as between said Consenting Panics fa said wdl

36 Sn second paragraph of Page 6a
37

38
3, During dw period of mm. Consenting Parties ate cautlcd to receive Non-Consenting Paty s share of production, or die

40 proceeds dtentom. Cottoning Patties shall be rcspousfclc for the pqimeat of all production, scveancc, excise, gathering and other

41 taxes, and oil royalty overriding royalty oad other benkns applicable to Non-Consenting Party s share if production not excepted by Ar

42 dele IIID

43

44

45
4g (a dw pup* of any reworking, plugging back or deeper drilling operation, dw Consenting Purtics shall be pa untied to use. See 

47 of cost, ell easing, tubing and other equipment in die wed but the oumotslnp of ail such equipment shall tenant unchanged, and upon 

4g of a well after snch icmrkmg, plugging back or deeper drilling, tbs Consenting tarns shall a would far all such equlp-

49 ment to thcowncre thereof with each party reeeivtag Its proportionate pvt In kind or In value, less cost of salvage

50

51

52
53 Within suly (60) days alter the completion of any operation under this Article, the pasty conducting dw operations &r the

34 Consenting Patties shell ftmush each Non-Consenting Party with an inventory of the equipment at and connected to the wdl end an

35 oendzed statement of the cost of (baling, deepening, plugging back, testing, completing, sod eqmppmg Ac well far podiction. or at its

56 option, dw pimp puty m lieu of at itoraized ewtemem of such costs of opaadca. any nihnril a detailed stntemeni of monthly hill-

57 fngs. Each mmdi (hereafter during the time the Consenting Parties are bang rebsbuiscd ns provided above, die patty comhicung the

58 cptrotKws for the Consorting Praties shall fimudi the No^Conseming Patties udth an aonized statenteni or all costs ant habihdes b-

39 currod In the operation of dw well, together with a stateraera of the quantity of oil aad gas produced fiom it and the amoura of proceeds

60 realised fiom dw ale of dw well's ranking interest production drag dw preceding mouth In determining the quantity of il and gas

61 produced g any month. Consenting Parties shad use utdustiy ncrepsed methods such as, but not liraled to, metering tr periodic

62 wdl —« Any mmmm realized Goto the sale or other djapcsfilnn of <sgii|iiin< newly octpnred in connection with any such operation

63 which would have hem muted by a NmOonsesdng Paty had it participated therein shall be credited against the total umemmtsl costs

64 of the work done end of the eqmpnBal purchased m dricrminitig wbeo dw ttneren of such Non-Consenting Party shall revert tn it as

65 Shove provided; and if there is a credit balance. It shall be pad to such Non-Consenting Party

46 Soothlrd pjinginpliof Paga 6a
67

68
69

70
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ARTICLE VI 
continued

, Notwithstanding any language undar Article VLB. to tha contrary In any wad In which a completion attempt
may be made at more than ana depth, each party who participated In tha bridal opsrattona hereto slmB have tha right to 
mate a separate election aa to each Interval In which a coaptation la proposed Should a party hereto elect not to

3 participate in a completion attempt aa to any one totemal then fhoae parties who elect to participate In the completion
4 attempt aa to that IntervaL shad, ta the proportion they have elected to bear ahanaaD costs risks and expenses of 
. such compMlon rttompL Any recoupment of said expenses shall ha made solely from tlta production attributable to 
3 that intern!.
6

7
c G»S production attributable to any Non-Consenting Party's relinquished Interest upon such Party election

shall ba sold to its purchaser if available, under the terms of its existing gas sale contract. Such Non-Consenting Party
9 shall darect Its purchaser to remit the proceeds receivable from such sale direct to the Consenting Parties until the

10 amounts provided for in this Article are recovered from the Non-Consenting Pwties relinquished interest If such Non 
H Consenting Party has not contracted for sale of Its gas at the time such gss Is avsflable for delivery or has not made

the election an provtdad above, the Consenting Pmflse shad own and bo entitled to receive and sell such Non*
12 Consenting Party's share of gat ae hereinabove provided during the recoupment period 
17
“ Notwithstanding any provisions to the contrary hr tWs dr any other agreement, a NomConsontlng Party upon

13 notice in tha writing to Operator and/or any party carrying all or pert of the non-consenting interest shell have the right 
l< at all Ones and from tbrm to than within two {2) years of tha date it received notice that payout has occurred, to audit 
17 Operator's and/or carrying party's accounts mid records relating to or connected with its operations on tha Contract
11 Ares or on land pooled therewith regardless of when such operations were conducted.

19

20 
21 

22

23
24

25
26
27
28

29
30
31
32

33
34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

55

56

57

58

59

60 

61 

62

63

64
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66
67

68

70
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ARTICLE VI 
caatlnned

A.A.P L. FORM 610 MODEL FORM OPERATING AGREEMENT~l982

1 If and when the Consenting Parties recover from a Non-Consenting Petty s relinquished interest the amounts provided for above;

2 the rclinquUhcd Internets of such Non-Consenting Party shag automatically revert to u. and. from and after such reversion, such Non-

3 Consenting Rnty shall own die sane interest in such well, the material and equipment m or pertaining thereto, and the production

4 therefrom an such NcnCouseiaing Party would have been emitted to had it participated m the drilling, reworking, deepening ay plugymy

5 back of said well. Thereafter such Non-Consenting Party shall be charged with and shall pay us proportionate part of the further costs of

6 the operation of said well m accordance with the terms of this ngreemena and ihc Accounting Procedure mmehnrf heeern

7

«

9

10 Notwithstanding the provisions of this Article VLB2 it is agreed that without the mutual consent of nil parties, no wells shall

11 be completed in or produced from e scarce of supply from which a wdl located elsewhere an (he Contract Aren is producing, unless such

12 well conforms to (he then-existing well spacing pattern for such source of supply

13

14

15
16 The pransmns of this Article shall have no application whatsoever to the drilling of the antral wdl described in Article Vi A.

17 except (a) as to Article VD J3 I (Option No. 2) if selected, or (b) is to the reworking, deepening and plugging bade of such tnuU well

18 after if has been drilled to (he depth specified m Article VI A. If It shall thereafter prove to be a Ay bole or if initially completed to pn>-

19 duenon. ceases to produce m paying quantities:

20 
21 

22
23 3 Stand-By Time: When a wdl winch boa been drilled or deepened has reached its authorised depth and all tests have been

24 completed, end the results thereof Banished to the parties, stand-by costs meuned pending response to a party s notice proposing a

25 reworking, deepening plugging back or completing operation in such a wdl shaD be drarged and borne os port of the drifting or deepen-

26 lug operation just completed. Stand-by costs subsequent to ell parties responding, or expiration of the response tune permitted. whichever

27 ftrst occurs, and prior to agreement is to the participating Interests of all Consenting Panics pursuant to the terms of the second gram 

2g unheal paragraph of Article VIB2^ shall be charged to and botno us pan of the proposed operation, but if the proposal is subsequently

29 withdrawn because of msufRacnl porticipauoa. such stand-by costs shall bo allocated between the Consenting Parties in the proportion

30 tech Consenting Party s utleresi as shown on Exhibit A bears to the total interest aa shown on Exhibit A of oil Consenting Par-

31 Ues

32

33

34
35 4 Sfdenuddnc Except as hereinafter provided, those provisions of this agreement applicable to a deepening" operation shall

36 also be applicable to any proposal to directionally control and nsetmonally devialo n well from vertical so as to change the bottom bole

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

3g mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that docs not own an (merest in the

39 aflbcted wdl bun at die time of the notice stall, open electing to participate, tender to the well bon owners its proportionate share (equal

40 to ns interest in the sidetracking operation) of the value of (bet potion of the ousting wdl bore to be util reed as follows:

41

42

43
44 (o) If the proposal is for sidetracking on existing dry hole; rcunbursemmt draft be on the basis of the actual costs bremred m

45 the mural drilling of the well down to the depth at which (he sidetracking operation ts minted

46

47

(b) If the proposal s to sidetracking a weft which has previously produced, retohursemem shall be on the basis of Ihc well s 

solvable materials and qpupmenl down to the depth at which the sidetracking operation is initiated, deter anted in accordance with (he 

provisions of Exhibtt “C" less the estimated cost of salvaging und the iraimnttd con of pingglng and abandoning

[it the event that notice to a sulntradung operation Is given while die drifting rig to be wtitired is on location, the response period 

shall be limited to faty-oght (48) hours, exclusive of Saturday Surety and legal holidays, provided, however any party may request and 

receive up to aght (8) addhairal days after oxpfrallon of the forty-eight (48) bears within which to respond by paying to all stand-by time 

moored during suefa extended response porod- If more then one party elects to take such additional ume to respond to the notice, stand 

by oasts shaft be allocated between the parties taking addhioiral tune to respond on a day-to-diy basts m the proportion each dotting par 

ty s [merest as drawn on Exhibu "A bean to the total merest as drawn on Exhibit A" of eft the electing parties, la oil other in­

stances (he response period to a proposal to sidetracking ritall be limited to torty (30) days.

C TAKING PRODUCTION IN KIND!

Each party «fall JI£K ffi^iSnr*eqramtely dispose of Its proportionate share of all oil and gas produced from the Contract Area, 

exclusive of production winch may be used m development and producing operahmrt nad in prepormg ond Heating oil end gu to 

mnfcctmg purposes and production ommndddy fast Any extra expenditure incurred In tite taking in kmd or separate disposition by nay 

party of its proportionate store of the production shall be home by such party Any petty taking Its tone of production in kind shell be

7
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ARTICLE VI 
continued

A.A.PL FORM 610 MODEL FORM OPERATING AGREEMENT 1982

1 required to pay for only to proportionate share of each part ofOpcrator s surface fecdibes which fl igc.

2
3 Endt party shall execute such division orders and contracts as nay be neccnaiy for the sale of its interest in prediction from

4 the Contract Area ond. except as provided In Article VIIB dull be entitled to recave payment directly (nun the purchaser thereof for 

3 its shove of all production.

6
7 In the event any party shall foO tomato the arrangements necessary to take m kmH or separately dispose of ns proportionate share of

8 the oil produced from (be Contract Area, Opoator shall have (ho right, subject to the revocation at will by the party owamg it. but net

9 the obligation, to purchase sod) 03 or sell ft to others at any time and from time to time, for the account of the non-taking party at (he

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

11 owner of the production to extreme at any lone ds right to take tn kind, or separately depose of, its share of all oil not previously

12 delivered to a purchaser Any purchase or ale by Operator of any otho- party s share of oil shaB be only for such reasonable penods of

13 tune as are consistent with die mmimum needs of the industry under the particular circumstances, but in no event for a period m ff***»yy

14 ofonefUyear

15

16 in (be event one or more parties* separate dapastion of its share of the gas causes ipltf-arcam detivows to separate pgidiacs orator

17 deliveries whieh on a day-to-day base for any reason are not exactly equal to a pony s respective proportionate share of total gas sales to

18 hft to it I he hafcmt-mg nr arwiMnlhfl hwwwi ttoi r»cjwHw» atenimk Am jnrl*** Aal! m w.th *ny halatw^wj

19 agreement between the patties hereto, whether such an agreement is attached as Exhibit E* or is a separate agreement

20 M&oo Below

21 D Access to Contract Area and Information

22
23 Each paity shall have access to the Contract Area at all reasonable times, at its sole cost and risk to inspect or observe operations,

24 and shall have access at reasonable times to information pertaining to the development or opoation thereof including Operator’s bodes 

23 and records relating thereto. Operator upon request shall ftmxsh each of the other parties with copies of all forms or reports filed with

26 governmental agencies, daily drilling reports; wdl logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of

27 eooh month, and shall make available samples of any cores or cutt ngs taken from any well drilled on the Contract Area. The cost of

28 gathering and famishing information to Non-Operator other than that specified above, shall be charged to the Non-Operator that re-

29 quests tho Information.

30

31 E. Abandonment of Wells:

32

33 I Abandonment of Drv Holer Except for any wefl (billed or deepened porsuanl to Article VIB.2 any well which has been

34 drilled or deepened under the toms of tins agreement and is proposed to be completed as a dry hole shall net be plugged and abandoned 

33 without the consent of aO parties. Should Operator after diligent effort, be unable to contact aqy party or should any party foil to reply

36 wilhm forty-eight (48) hours (exdasiveofSa&inhy Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon

37 such wdl, such party shall be deemed to have consented to the proposed abandonment All such weQs shall be plugged and abandoned m

38 amarahmui wnh applicable repibhoas and at the cost nsk and expense of the parties who participated tn the cost of drilling or deepening

39 such well Any party who objects to plugging and abandoning such wed dnO have the right to lake over the wdl and conduct Anther

40 operations in search ofo3 andfor gas aitycct to the previsions of Article VIB.

41

42 2. Aliamfaiimgii af Wdlg that have Produced Except for any well m which a Non-Consent operation has been conducted

43 hereunder for which the fiw—mg fartics lave not been folly reimbursed as herein provided any well which has been corapkted as n

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

43 be plugged and abandoned fa accordance with applicable regulations and td the cos^ nsk and atpcnseofaU foe parties hoeto. U, wdhm

46 thirty (30) days after receipt of notoe of the proposed abandonment of any wdl afl parties do not ogrec to the abandonment of such wdl

47 those wishing to eoranne its operation from the intervals) of the fonoalionfs) (ben open to production shall tender to each of the other

48 paths its proportionate share of (he value of the wefl s ratable naotena) and equipment, determined m occenhnee with the {revisions of
49 Exhibit les the cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign

30 the non-abandoning parties, without warranty express or mpbed, » to Idle «r as to quantity or fitness for use of the equipment and 

51 naftcnal all of its interest m the wefl and reteed equipment, together with ns bitcresl»the leasehold estate as to, but only os to the m-

32 terval or intervals of the formation or formations then open to production. If (he interest of the abandoning party b or includes an ril nod

33 gas interest such party dwll and dcBver to the oon-abandoning potty or parties an oil and gas lease, limited to die interval or in-

54 tervals of tho formation or Tarnations (ben open to production, for atom of cue (1) year and so tang thereafter as ofiandfor gas is pro-

55 duced from (he interval or intervals of the formation or formations covered (hereby sueh lease to be on the form attached as Exhibit

56

57 **Notwtthetanding any provision to the contrary to this or any other agreement each party ahaD haea the right at ail
58 times and from time to time, upon written notice to audit aD of taking party andfor operator's records and accounts
59 routed to or In connection with production or allocation of production from the contract area. Auditing of eettlamant
60 records shall also be applicable if hiking psrty and/or operator distributes proceeds to the auditing party

61

62

63

64

65
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ARTICLE VI 
continued

1 B” The assignments or leases so famtled shall encompass the drilling ural upon wfatcb (he wdl ts toenwri. The payniwitF by and

2 assignments or leases to* the assignees shall be is a ratio based upon the relationship of (bar respective f—rrrMngrr rf p-tiaprttim m

3 Contract Aren to the aggregate ofihcpercaitagcs of partseipalion in the Contract Area of aD *mgnm There shall be no readjustment

4 interests in (he renawmg poitioi of the Contract Area.

5

6 Thereafter abandoning panics shaft have no farther responsibility liability or interest in the operation of or production finm

7 the well in the interval or intervals then open other than the royalties retained in any lease made trader the terms of tins Article. (ftm re.

8 quest Operator dial! continue to operate the assigned wdl far the account of the non-abandoning parties at the «i« and gfcwggy eon-

9 tetnplucd by this apeement, phis any addtoonal cod and charges which may arise os the result of toe separate owncrahip of the assigned

10 weft. Upon proposed abandonment of the producing interval(s) assigned or leased* the nssigpur or lessor shall then hne din option to

11 repurchase its prior interest In the wdl (using the same valuation formula) and panb-ipaw* m father theran ffhffi to (he pro*

12 visions hereof

13

14 3 Abandonment of Non-Consent Operations: The provisions of Article VI £.1 or VI£2 above shaft be applicable as between

15 Consenting Parties in foe event offoe proposed abandonment of any weft excepted from said Articles; provided however no well daft be

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

17 of the proposed abandonment and afforded (bo opportunity to dect to take over the well in accordance with the provisions of this Amde

18 VIE

19

20 ARTICLE VIL

21 EXPENDITURES AND LIABILITY OF PARTIES

22
23 A. Liability of Parties

24

25 The liability of the parties shaft be several not joint or collective. Each party shall be responsible only far Us obligations, and

26 shall be liable only far its proportionate sham of the costs of developing and opoalmg the Contract Area. Accordingly the liens granted

27 among (he parties at Amde VJ1B. are given to secure only the debts of each severally It Is north Intention of the parties to create, nor

28 shall this agreement be construed os creating, a mining or other partnership or association, or to render the parties table as partners.

29

30 B. Liens and Payment Defaults:

31

32 Bdi Non-Operator grants to Operator a Gen upon Its oil and gas rights ut the Contract Area, and a security raterea in its shore

33 of oil and/te gas when extracted and its interest m all erptjpmeot. to secure payment of its share of expense, together with interest thereon

34 at Uie rate provided tn Exhibit "C To the extent that Operator has a security uaerert under die Uniform Ccaunanal Code of die

35 state; Operator shall be entitled to exercise the rights and remedies of a secured parly under the Code. The bringing of a suit and tho ob­

taining of judgment by Operator far the secured indebtedness dal) not be deemed an election of remedies or otherwise affect the hen 

rights or security interest os security far the payment (hereof In addition, qpou default by any Non-Opoalor m the payment of its share 

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

die sale of such Non-Operator s share of oil andfor gas until die amount owed by such Nan-Operator plus raterest, las been pud. Each 

purchaser shall be entitled to rely upon Operator's written statement concerning die amount of any default Operator grants a like lien 

and security interest to the Non-Operators to secure payment of Operator** proportionate share of expense.

If any party or is unable to pay Its share of expense within surly (60) days after rcrafalion of a statement therefor by 

Operator the non-defaulting parties, including Operator shall upon request by Operator pay the unpaid amount in the proportion that 

the Interest of each such party bears to the interest of aft such parties. Each party so paying its dare of the unpaid amount shaft, to obtain 

renofaursement thereof, be subrogated to the security rights described in the forgoing paragraph.

C Payments and Accounting:

Except as berem otherwise speaffcaBy provided, Operator shaft promptly pay end dbcbtrge expenses incurred in the development 

and operation of the Contract Area puissant to das agreement and daft charge each of (he parties hereto with their respective propor­

tionate shares upon the expense basis provided m Exhibit **C" Operator shall keep an accurate record of the joint aecount hracundcr 

drawing expenses meurred and charges and credits made and received.

Operator at its electron, stall have the right from tone to time to demand sod receive from the otho parties payment In advance 

of char respective shares of the mmi* of (be expense to be incurred in operations beremder daring the next succeeding

month, which right nay be exercised only by submisnon to each such party of an itemized stttemcnt of such estmated expense, together 

with an invoice for us share thereof Each such statement and invoice far the payment m dvance of estimated expense shaft be submitted 

on or befarc the 20th day of tho next preceding month. Each party shaft pay to Operator its proportionate share oFsudi estimate within 

fifteen (15) days afta such estimate and invoice is received If any party fails to pay Us shore of said estimate wahre md tone, tho annual 

Am. Awn bear interest os provided in Exhibit "C" until pod Proper adjnstraaa shall be mads moofaty between advances and actual ex 
pfftyAftHherpd dun fwwyAatl hear and pay he proportionate share of actual cxpoisea incurred and no more.

D. Limitation of Expenditures:

1 Drill or Deepen: Without toe consent of all parties, no wdl shall be drilled or deepened except any weft drilled or deepened 

pursuant to the provisions of Article VI.B.2 of (his agreement Consent to the drilling or deepening shall fodudfi

A.A.P L. FORM 610 Mt/DEL FORM OPERATING AGREEMENT'" 1982
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ARTICLE VII

lGREEMEN’T"'!1982

1 □ Qplfw Nff. ), All necessary raptntbtnres for dm drilling or deepening, testing, completing end equipping of Ihe wdL mchidmg

2 necessary tankage and/or surface Giciluies.

3

4 a Option No. 2. Aft necessary expenditures for the drilling or deepening and testing of the well. When sucil well has reached its

5 authorized depth, and a]] tesla have been completed, end the resells thereof funnshod u> the pwi*1**, Operator shall give immediate notice

6 to Ihe Non-Operatom who have the right to paniapate fa the completion easts. Hie parties receiving soch notice stall have fony-etghi

7 (48) hours (exclusive of Sdnnfay Sunday and legal holidays) to which to elect to participate ui the setlmg of casing and the completion at

8 tempt. Such election, when made, shad include consent to all necessary expenditures lor the completing and equipping of such well, m

9 chiding necessary tankage ondtor surface facihbes. Failure of any party reeehdng such nolico lo reply within die period above fixed shall

10 constitute an election by Hud party not to participate m the east of the complcuan attempt. If one or mate, hut less than aD of the parties.

11 elect to scl pipe ond to attempt a completion, die provisions of Article VI.B2. hereof (Ihe phtsso “reworking, deepening or plugging

12 back” os contained in Article VIB3 shall be deemed to include “completing”) shall apply In the operations thereafter conducted by less

13 than all parties.

14

15 2. Rework or Pipe Back: Without the consol of all parties, no well Shall be rewtnked or plugged back exetpt a well reworked or

16 plugged hank pursuant to the provisions of Article VM12 of this agreement. Consent to the reworking or plugging back of a well stall

17 include all necessary expenditures in candnaJng such operetioos and onmptetmg and eqmppmg of said well metoding necessary tankage

18 and/or surface facilities

19

20 3 Other Opowons: Without the consent of aft parties. Operator shall not undertake any single project reasonably estimated

21 torcmnrcancxBcnditttrcmcxccisof twenty-fly thousand Dnihnxft as.OOBOO i

22 except m connection with a wdl, the drifting, reworiuag, deepening, completing, recomplctmg, or plugging hack of which has been

23 previously audtonzed by or pursuant to lbs agreement, provided, however that, m case of exploson, hre. flood or other sudden

24 emergency whether of the same or different nature. Operator may take such steps and incur such expenses as in its opinion are reqtnred 

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

26 parties. If Operator prepares on authority lor expeixBtnre (AFE) for us own use. Operator shall ftnmdi any NonOperator so requesting

27 an information cony thereof for any single nmied eosllna in eacess of fifteen thousand
28 Dollars (313.000.00) but less than the amount Gist set forth above in this paragraph.

29

30 E. Rentals, Sbut-fn Wdl Payments and Minimum Royalties'

31

32 Rentals, shut-in well payments and minimum royalties which awy be required under the terms of any lease shall be paid by the

33 party or parties who stdgccted Such lease lo this agreement at its or thar expense. In Ihe event two or more parties own and have con-

34 tributed interests m the same tense to tins agreement. such parties may designate one of soch parties to make said payments for and on 

33 behalf of ail such panics. Any party may request and Stall be entitled to recovc; proper evidence of all soch payments. In tta eveet of

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

37 meal is required to coalman the lease In force, any fas which results from such non-payment shaft be home in accordance with the pro-

38 visions of Article IV B2.

39

40 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas wc!1 or the shutting in or return to production

41 of a producing gas wdl, at least five (3) (fays (exeluding Sutmttay Sunday and le^l holidays), or at the earliest opportunity permitted by

42 circumstances, prior to taking soch action, but assumes no liability fer failure to do so. In ita event of failure by Operator to so notify

43 Non-Operator the loss of any lease contributed hereto by Non-Operator for failure to make tfmdy payments of any shul-m well payment

44 shall be borne Jointly by the parties hereto under the provisions of Article IV-B3

45

46 F Taxer

47

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

49 subject to this agreement which by bw should be rendered for such taxes, and it dndl pay oil such taxes assessed thereon before they 

30 become delinquent. Pncr to the rendition date, each Non-Operator shall furnish Operator information as to burdens (to actinic, but not 

51 be limited to. royalties. ovcnfcSiqt royalties and production payments) on leases and od and gas interests contributed by Rich Hon-

32 Operator If the assessed valuation nf any leasehold esuto is reduced by roam of its bang subject to autdaedmg excess royalties; over-

33 ndiiig royalties or production payments, the redaction m ad valorem taxis resakmg dicretom shall inure to the bccefa of the owner or 

54 owners of such leasehold estate, ant Operator shall adjust the charge to soch owrax or owmxs so as to reflect the benefit of such rcduc 

S3 turn. If the ad valorem taxes are based m whole or to part upon separate vafaalxnB of each party s wotkfag interest, then notwithstanding 

56 anything to the contrary heron, charges to dm joint account shall be made and pan) by the parties hereto fa accordance with tta tax 

37 value generated by each party a working mtatsL Operatcr shall bill the other parties for their proportionate shares of all tax payments in

58 the manner provided m Exhibit “C”

59

If Operator considers any tax arsessmeat improper Operator may at its discretion, protest wtihm the time and meaner 

prescribed by law and prosecute the prottst to a find daerniiiMnm, unless all pubes agree lo Ubondoa (he protest prior to find deter-

imwMtira P-ting H*n [wvntmry of ndwmiwl wlniw nrpuBfsfll pnmwwBngs. OpanSar may -Vrt In pay under pMCSt, sll Rich UXCS Ond ORy

interest and penalty When sqy soch protesmd assessment stall have been finally determined. Operator shall pay the lax for tbe Joint ac­

count. together with ary Interest and penalty maned, and the total cart shall then be assessed again* the partus, ond bo pant by them, as 

provided to Exhibit "C”

Fnrfi party stall pxy or cause to be paid oft pradKboa. severance, excise, grthering and nhtr taxes nigxised upon or with respect 

to the production or handling ofaich party sshare of oft ondtergu prefaced under the terms of tbs afpeemeoL

10
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ARTICLE VII

1 G. Insurance:

2

3 M all times aUle operations an caadnctod hereunder Operator shall comply with (ho worioneos compensation law of

4 the state where the operations arc bang cratdnaed: provided, however that Opcator may be a self-insurer for hahflity under said com

5 pcasalran has in which event the only chatje that shall be made to the joint account shall be as provided in Exhibit “C" Operator shall

6 also cany or provide insurance for dm benefit of dtejotnl account of the parties as outlined m Exhibit "D“ attached to and made a pan

7 hereof Operator shaft reqtwc all contractors engaged m work on or for the Contract Area to comply tmfli the workmen s compensation 

t taw of the state whae the operations are being conducted and to trahnaio such other insurance as Operator may reepure.

9

10 In the event automobile public habihiy insurance is specified m said Exhibit D* or subsequently receives the approval of the

11 parties, no dbert charge stall be made by Operator for preunums paid for such msutunce for Openin'sautomonveetpiipnienl

12
■ 2 ARTICLE VIII.

■4 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

15

16 A Surrender of Leasest

17

18 The leases covered by this agreement, insofar as they embrace acreage m the Contract Area, shall not be surrendered fat whole

19 or in pent unless all parties consent thereto.

20
21 However should eny party desire to surrender its interest m any lease or in any potion thereof and (he other parties do not

22 epee or consent thereto, the party desiring to surrender shall assign, without express or implied wntranty or title, ail of its interest in

23 such lease, or portion thereof and ny weft, matcnal and equipment which may bn located thereon and any rights in production

24 thereafter secured to the panics ant consenting to such suirender If the Interest of the assigning pony is or includes so ml and gas m-

25 terest, the assigning party shall execute and deliver to the party or parties not consenting to such suirender an oil and gas lease eovenng

26 such oil and gas interest for n term of one (I) year end so long thereafter as oil amPor gas IS produced from the land covered thereby such

27 base to be on the form attached hereto aa Exhibit 8” Upon such assignment or lease, the assigning party shall be relieved from all

28 obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the opemutm of any weft

29 attributable thereto, end the Qsngntog patty shall have no funho- mere* in the assigned or leased premises end us equipment and pro-

30 duct ion other than the royalties retimed in any lease made under the terms of this Article The party assignee or lessee shall pay to die

31 petty assignor or lessor the reasonable salvage value of the latter s interest In any wefie end equipment attributable to the assigned or lens-

32 cd acreage Thu value of all material shall be determined in accordance with the provisions of Exhibit *C less the rsilmnled cost of

33 salvaging and dta estimated cost of plugging and abandoning. If the assignment or lease Is in favor of more than one parly the interest

34 shall be shared by such perries in the proportions that the interest of each bears to the mini interest of all such parties.

35

36 Any assignment, lease or surrender made under dus provision shall not reduce or change the assignor s. lessor's or smtcuihiiiig

37 party s fattens as k was btunofialdy before the assignment, lease or suirender hi the balance of the Comma Area; and the scrap

38 assigned leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of tins

39 agreement

40

41 ft. Renewal or Extension of Lansos:

42

43 If any party secures u renewal of any oil and gas lease subjoct to this agreement. aO other parties shall be notified promptly and

44 Shalt have die right fora period f thirty (30) days following rcnapl of such notice m which to dect to paitiapetc in the ownership of the

45 renewal lease, insofar ns such lease affects lands within the Contract Area, by paying to the petty who acquired n their several proper pro-

46 portitmalo shares of the acquismoo cost allocated to that part of such lease within die Contract Area which shall be In proportion to the

47 interests held at that lime by the parties in toe Contract Area.

48
49 IT some, but less than aft. of the patties elect to participate at the ptnehase of a renewal lease, it dial] be owned by the panes

50 who elect to pnittmpete therein. In a mho based upon the rebitHimhip of their respective pereenuge of ptrttetpatton ra the Contiaa Ana

51 in the aggregate of the percentages of porttctpatiotl hi (he Contract Area of all parties f&rticipatmg tn the purctmse of such renewal lease

52 Any renewal lease in which less than ell patties elect to participate dull not be subject to this agreement

33 ...............
54 Ench pony who participates in the purchase of a renewal lease daft be given assignment^ ol^u! prepoK13iaie increst rein

55 by the acquiring party

56
57 The provisions of this Article shaft apply to renewal leases whether they nre for the enttre Interest covered by the expiring lease

58 or cover only a portion of its area or an interest thereat. Any renewal lease token before the expiration of ds predecessor lease, or taken or

59 contracted for withto six (6) months after the expiration of the existing lease shall be stthjed to this provision, but any lease token or con-

60 traded for more than ox (6) months after tbo expiration of an existing lease shall not be deemed a renewal loose and shall not be sutgea to

61 the provisions of this agreement

62

63 The provisions in tins Artide shall also be applicable to extensions of oil and gas leases.

64

65 C Acreage nr CashContribuHoas:

66
67 WhOe Uns agreement is in force; if any pony commas for a comnbuUoo of cash towards the drifting or a weft or any other

68 operatton oa the Contract Area, such contribution shaft be paid to the patty who cooduaed the (kiftlng or other operation and dall be

69 applied by h opmst the cost of each todhqg or other operation, irdra contribution be in the form of acreage, the party to whom the con-

70 tributian » unde draft promptly tender an assignment of the acreage, wnbom wanumy of Idle, to the Drilling nudes »the proportions

II
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ARTICLE Vlll 
coo tinned

1 oidDriUlng fades shared die cod of drilling the wdL Such acreage shall become a separate Contract Ana and, in the extern possible, be

2 governed by (envisions identical w das agreement. Each party shall promptly notify all Other panics of any acreage or cash ctmribations 

It nay obtain in support of any well nr any other operation on the Contract Area. The above pronacm shall also be applicable to op- 

tiooal rights to cam acreage adsnfc the Contract Area which are in support of a well drilled inode the Contract Area

If any party commas for any comadpinon relatnig to ttapoolion of sseb party a shore of sabstances prodaccd beramder such 

musidantloo shall not he dctiuud a cnuirflninnii ac wviipnijilaleH to this Article vlrt r*

D Maintenance of Uniform Interests:

Fbr the purpose of marnttimliig uniformity of ownoshtp in the oil and gas leasehold interests covered by this agreement, no 

potty shall sen, encumber transfer or make other disposition of its aiterest in the leases embraced within (ho Contract Area and m wells, 

equipment nnd produettoo unless such disposition covers either

1 tin entire interest of the party in oil leases and equipment and production; or

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

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

20 and shall be made without pr^udtcc to the right of the other patties.

21
'22 If. oi any bras the tslersJ of any party is divided among aud owned by four or more eomwnera. Operator as its discretion, may

23 require such co-owners to appoint a single trustee or agent with fen authonty to rccei e notices, approve expenditures, receive billings for
24 and n^nuve and pay such pony a share of Ihejomt expenses, and to deal genemUy with and with power to bind, the co-owners of such

25 pany s interest within the scope of the operations embraced n this agreement; however all such co-owners shall have the right to eater

26 into and execule all contracts or agreements for the disposfboa of their respective shares of the oil and gps produced form the Comma

27 Aren and they shall have (he right to recavc, separately puyinem of the sale proceeds thereof 

22
29 E. Waiver of Rights to Partition.

30

31 If permitted by (he laws of the state or slates m which the property covered hoeby is located, each party hereto owning an

32 undivided interest in (he Contract Area waives any and all nghts it may have to partrtum and have set aside ur n In severally its undivided

33 interest therein.

34

35 Fi Rufinmial I

36

37 -------

31 Anar 

39

I my pai|y deawe to sell aO ev roy pan of do unerases uwdar Omoh r its, nghfo and I

I shall proupdy giv > eoliaa to lha albes parties, i

iddrasa af tin praspe ifwho l I be rondy.«

i ut die Caauaal 

mfonualma eeneemmg to propoaad aalm wbish shall nnhdn the 

ing and aMt la pureiiaaa)r the-purchase pinii and all tilhm Irmir

i puiehasa40 of the onwvTIia uW pawns shall than have an apneaal prior righti for a pmvd of m (IQ) days afire raaeipi of lha w

41 erathe same nrms and aandhrana the immra whsrit lha elher party propolis to nib and, if Olio optional right in enawlsadi the putahaa

42 tag prana shall niww the |

43

44

wsed-i i-tho-prapaetf ews- that lha t t of aaeh beara U> the latai ialwest of all punl

djspeoe ef Its in wests by r

i pnfewntml ngfrl la jiuehsM m-theoai caaes whew any pasty wnhei t i-hs-t

45 pany pvto a subsidiary ofn pan

46

'i MnEMtilirou eentiehdalwni eunla-nf-iU eseubaiamially all af ha 

t-owapaayrtiv IQ any company in wfaoh ony ana pany

i ouboi diary or irareM r

majority of lln oloalti

ARTICLE IX

INTERNAL REVENUE CODE ELECTION

49

$0
SI

This agreement is not mended to create, and shall not be consulted to creme, a rdsuonship of partnership or an association 

for profit between or among (he parties hereto. Notwithstanding any provision herein that (he nghts and liabilities hereunder are several

52 and not Joint or collective, or that this agreement and operations hereunder doll not constitute a patnetdiip. It for federal income tax

53 purposes, this agreement and (he operations hereunder ore regarded us 3 partnership; etch party hereby affected elects to be excluded

54 from (he application of all of the provisions of SubchigXcr EC* Chapter I Subtitle A of the Internal Revenue Code of 1954 ra per-

55 nutted and authorized by Section 761 of the Code and (he regulations promulgated thereunder Operator is authorized and dheated to os

56 cento on behalf of each party hereby affected such evidence of this dectmn as msy be teqrarad by the Secretary of Ae Treasury of (he

57 United Stoles or the Federal Internal Revenue Service, mehuEng specifically but not by way of Imtitathm, all of the returns, statements,

58 and tho data required by Federal Regulations 1761 Should there be any requirement that each party hereby affected give fenber

59 evidence of this dectam. each such party shall ozecute such documents and form* such other evidnice as may be required by (he

60 Federal bncrnel Rovcaue Service or as may he necessaty to evidence (his election. No such party shofl give any notices or take any other

61 action mamststent with the election mode hereby If any present or future income tax laws of the flalc or states m udneh the Cooraet 

Area b located or soy (inure Income tax laws of the United States contain provisions similar to those in Subchapter 1C Chapter I 

Subtitle A of the Internal Revenue Cade of 1954 trader which an election similar to (hat provided by Seetlmi 761 of the Code is per­

mitted. each party hereby n Heated *41 mite such election as may be permitted or reqnmd by such laws. In making the foregoing elec­

tion. each such party stales that the taco me derived by such puny faun nprmtains hereunder can be adequately determined without the 

computation of partnership taxable Income.

12
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> ARTICLE X.

2 CLAIMS AND LAWSUITS

3

4 Operator may scale any single uninsured third paity damags claim or sud anting from operations hereunder if the expenditure

5 does not exceed fifteen thotimnH DoIIais

6 (I15.00000 ) and if Ibe payment is in complete settlement of such claim or suit. If the amount required for seniemcm ex

? needs the above amount, the parties hereto shall assume and take over the further handling of Ihc claim or sud. unless authority is 

g delegated to Operator All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex 

0 pensc of the parties participating in the operation from which die claim or suit arises. If a chum is made against any party cr f any parly is

10 sued on account of any matter arising from operations herctmdm over which such individual has no control bocausc of the rights given 

■ ■ Operator by this agreement, such party shall immediately notify all other parties, and ihc claim or out shall be treated as any other claim

12 or Etui involving operations hereunder

13

14 ARTICLE XI

15 FORCE MAJEURB 

(6
11 If any party Is rendered unable, wholly or in part, by force mqjeute to cany out its obligations under tins agreement, other iba

18 the obligation to make money payments, that party shall give to an other parties prompt written notice of (be force mejeure with

19 reasonably full particulars concerning It; (hereupon, the oblations of the party giving die notice, so fir as (hey are aflbeted by the three

20 mejeure, shall be nuprnrirag during, bat no longer than, the continuance or the force majcurc. The affected party shall use oil reasonable

21 diligence to remove the force mejeure situation as quickly os practicable.

22
23 The requirement that any force majeure shall be remedied wnb ail reasonable dispatch shall not rapine the settlement of strikes,

24 lockouts, or other labor difficulty by the petty involved, contrary to its wishes; bow all such difficulties «h»tl bo handled shall be entirely

25 willim the discretion of die party concerned.

26

27 The tenn force mojeurc ns here employed, shall moan an act of God, strike lockout, or other industrial disturbance act of 

26 ike public enemy war blockade, public not lightning. Are; storm, flood, explosion, governmental action, governmental delay restraint

29 or Inaction unavailability of equipment, and any other anise, whether of the kind specifically enumerated above or otherwise, which is

30 not reasonably within die control of the pony cinlmwg suspension.

31

32 ARTICLE XII

33 NOTICES

34

35 All notices authorized or required between the panics and required by any of the prensums of this agreement unless otherwise

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

37 the pomes to whom the notice Is given at the adebesses listed on Exhibit A The originating nonce green under any provision hereof 

36 died be deemed given only who recaved by Lite party to whom such notice is directed, end the lima fir suck paity give any notice tn

39 response thereto shell run from the dale Vie originating notice is received. The second or any responsive notice shall be deemed given

40 when deposited in tho mail or with the telegraph company with postage or charges ptepmd. or sent by telex or telecopier Each party

41 shall have the light to change is address at any time, and from time to time by giving written notico thereof m aB other parties.

42

43 ARTICLE XIII.

44 TERM OF AGREEMENT

45

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

47 penod of time selected below- provided, however no party hereto shod ever he canstiued as havmg any ri&ht title or nucrest in or to any 

46 lease or oil and gas interest contributed by any other parly beyond (be term of Ihis agreement.

49

50 □ Qtxleni No. I. So long as aqy of Iho ml and ps leases subject to this agreement remain or are emuinoed m force as to any pan

51 of the Contract Area whethre by production, extension renewal, cr otherwise.

52

53 B Option No. 2. In Ihc event the wed described m Article VI.A. or any subsequent wdl drilled under say provision of this

54 agreement, results m production of oi] and/or gas in paying quantities, dlls agreement shall continue in force ro long as any such well or

55 rlbrv,ir*l*1*wrH*i,i,pw(iitifii nwiSvflnnilfiiiiwiljicniiilnf 180 days from cessation of all production, provided.

56 however it prior to the expiration of snrii adffiioml period, one or more of the parties hereto are engaged m drilling, rewortdng, deepen-

57 mg, plugging bock, testing or attempting to complete n wdl or (reds hereunder lids agreement shall continue a force until such opera- 

56 (ions have been completed end if production results therefrom, tins agrecmait shall continue m force as provided herein, tn the event the

59 well described m Article VLA„ or any subsequent wed (Hied hereunder results madly bole, and no other wed Is pnxfidng, or capable

60 of producing od aadfor gas from the Comma Area, this agreement shad terminate unless driMhqt, deepening, plugging buck or rewoefc

61 klg operations are commenced within 18B_____ _ days from the date of abandonment of stnd well.

62
63 It Is agreed, however that the termimuion of this agreement shall not relieve any party hereto from any habflity which has

64 accmed or attached prior to the dare of such ternunadan.

65

66
67

68
69

70

13
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6

7
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10

11

12

13

14 

II 
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17

18
19

20 
2]

22

23
24 With lopect to operations hereunder Non-Operators agree (o release Operator from any and all losses, dannges, injuries, claims 

23 and causes of acbon ansrag out of, modal Is or resulting directly or indirectly from Operator s interpretanaa or »|yiu-mi<«» of rules, 

2t rulings, regnbuons or orders of tbc Department of Energy or predecessor or successor agencies to the estem such interpretation or ap-

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

28 Operator a share of product on that Operator may be required to refitad, rebate or pay os a result of such an incorrect interpretation or

29 application, together with interest and penalties thereon owing by Operator as a result of nidi lncoirect interpretation or applarallon.

30

31 Non-Opereuns audmrux Operator to prepsre and submit such documents as msy be required to be submitted to the purchaser

32 of any raude oil sold hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil Wmdfill Profit Tax Act

33 of 1980" as same may be amended from nmc to tamo (“Act”), and any redid regulations or rules which may be issued by the Treasury

34 Department from time to tune pursaenl to said AcL Each party hereto agrees to fiinusb any and all certifications or other information 

33 winch is required to be fimudied by said Act m a tiadymamur and Insufficient detail to permit compliance with said Act.

36

ARTICLE XV 

OTHER PROVISIONS

ARTICLE XIV

COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders-

This agreement shall be subject to the conservation laws of the stale in winch the Contract Area is located, to the valid rules, 

regulations, and antes of eny duly constituted regulatory body of said stale: and to ill other ijplicablo federal, stole, and local laws, or 

dinanccs. rales, regulations, and outers.

B. Governing La w-

Tfus agreemem and all matters prrtntmng hereto including, but not I timed to matters of performance, ntro-pcribnnoacc: breach 

remedies, procedures, rights, Arties, and interpretation or construction, shall be governed and determined by the law of the state In which 

the Contract Area is located If the Contract Aren ism two cr more states. Ilic law of the stnte of HowMwum*

shall govern.

C Regulatory Agonies:

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

privileges, or oUtgatioas which Nos-Opcrators may have under federal or stale laws or under rales, regulations cr inters promulgated 

under such laws m reftrenee to of), gas and mineral operations, inohidaeg the local too. operation, or production of wells, on tracts oflhet 

crag or adjacent to tbe Contract Arcs.

37

38

39

40

41
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A. Priority of Operations

Notwithstanding anything heroin to the contrary 1 to agreed that when a wall drilled under the terms of this 
Agreement ahull have been drilled to tha objective formation or depth and the parties participating In tha waB 
cannot mutually agree upon tha uequenco and timing of further operations regarding said will, the proposals shall 
bo con si dared in tna following order

1 A proposal to attempt to complete tha won at eKher the objective depth or objective formation. Including 
the testing and logging of such well at such depth

2. A proposal to plug bach and attempt to complete said wall above the objective formation (If there to more 
than one proposal to plug back, the proposals will be considered In ascending ordar)

3. A proposal to deepen aald wall In ordar to attempt a completion below the objective formation (If thorn to 
more than one proposal to deepen the proposals shall bo considered In descending order)

4. Apropos* to aldatnck the wen and

5. A proposal to plug end abandon tha wen

Notwithstanding any other provisions herein If during the term of this agreement, a wen to required to be drilled, 
disponed, reworked, plugged bach, sidetracked or reeomplated, or any other operation that may be required In 
order to (1) continue a lease or tease* In force and affect, cr (2) maintain a unitized are* or any portion thereof In 
force and effect, cr (3) earn or preserve and Interest In and to all andlor gas and other minerals which may bs 
owned by a third parly or which, falling in such operation, may revert to a tnird party, cr (4) comply with an order 
Isa trad by a regutototy body having jurisdiction in the premises, tolling bi which certain rights would terminate, tha 
(Mowing shall apply Should leas than ab parties hereto elect to participate and pay their proportionate part of 
tha costa to be Incurred In such operation, those patties desiring to participate shall have tha right to do so at 
thair aais cost, risk, and expanse, Womptty foBowfng the corvduaron of such operation, each of those parties not 
participating agree to execute and deBvar an opprourMu assignment to the total Interest of each non-partietpating 
party b> and to the toaa* teases, or rights, UHITED TO TWEsRO UNIT DEPTHS, which would have terminated or 
uMch otherwise may hsvu boon preserved by vfrtuo of such operation and hi and to the lease, teases, or righto, 
IOBTED TO THE SHO UMT DEPTHS, wbhln the balance of the driffing unit upon which tha well am* drilled 
excepting, however urate therefore coiwptotad and capable of producing In paying quantities. Such assignment 
shal be delivered to the participating parties In the proportion that they sere the expense attributable to tna non- 
partldpatfng parties' Interest For the purposes of defining a required operation undar this provision, such 
operation wig be daramd raqidrad If proposed within thirteen (13) months prior to the data such righto would 
termtoata.

This Operating Agreement dated May 8,2009 supersedes and replaces any currant Operating Agreement covering 
the contract area.

14
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1

2
3

4

5

6
7

8
9

10
11

12
13

14

15

16

17

18

19

20 

21 

22
23

24

ARTICLE XVI. 

MISCELLANEOUS

TMs agreement stall be bfadlng upon and stall mure to the benefit of the ponies hereto and to (heir respective hens, devisees,

This Instalment may be executed many mimba'ofcoumapau.eacb of which stall be considaed an original CtroBpmposes.

IN WITNESS WHEREOF thu agreement shell be effective as of8fli day of Mae Ivort 2009

OPERATOR

MARBOB ENERGY CORPORATION

'fUy ynJlL

K2>

PITCH ENERGY CORPORATION

NON OPERATORS

THE ALLAR COMPANY

28

29

30

31

32

33

34
33

36

37

38

39

40

41

42

43

44

45

46

47

48

49 
30

51

52

53

34 

SS 

36 

57 

38 

59

YATES PETROLEUM CORPORATION

YATES DRILLING COMPANY

MYCO INDUSTRIES, INC

NEARBURG EXPLORATION COMPANY LLC

DEVON CNERCY PRODUCTION COMPANY LP

EG3.INC

ABO PETROLEUM CORPORATION

CHESAPEAXE EXPLORATION LLC

LEGEND NATURAL GAS III L.P

15



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND

UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the SRO State 
Exploratory UNIT AREA, County of Eddy State of New Mexico dated May 8th 2009 m form approved on 
behalf of the Commissioner of Public Lands and m 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 Umt Agreement as fully as though the 
undersigned bad executed the original agreement

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

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

EXECUTED this 29th day of June 20 09 

TRACT(S) See attached Exhibit B

YATES PETROLEUM CORPORATION

Snowden, Attorney in Fact

YATES DRILLING COMPANY

ABO PETROLEUM CORPORATION

Address 105 South Fourth Street 
Artesia. NM 88210

ACKNOWLEDGMENT
STATE OF NEW MEXICO )

) ss
COUNTY OF EDDY )

This instrument was acknowledged before me this ?Qrh day of t..no 2009 by John A Yates Jr 
Attorney in Fact of Yates Petroleum Corporation and of Abo Petroleum Corporation New Mexico corporations on

'SSKT” /a. o sr*Jt

muinuum or NBW mnoo Notarv Public

**| -Hi................. t2>‘l

STATE OF NEW MEXICO )

) ss
COUNTY OF EDDY )

This instrument was acknowledged before me this 29th di\ of June 2009 bv Peyton Yates 
Attorney in Fact of Yates Drilling Company a New Mexico corporation on behilf of said corporation

Notan Public *

) ss
COUNTY OF EDDY )

This instrument was acknowledged before me this 29th day of June 2009 by Sharon Snowden, 

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

«
}»OHOALgKM.

5muBFauww*t»***aco

siat^VWIsW'JMe&co )
42-

Notary Public
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ARTICLE XVL 

MISCELLANEOUS

I ifarf be Uadfa««paB tod Ml fart 16 die benefit of (he pmna fanto «ad to ifadr napeoto tefra. *

IN WITNESS WHEREOF flm«gwagiidMflbcdfcctfre«flf tSh fey of. Hit

OPERATOR

NAR800 EMBHJY CORPORATION

VnM^
Kt>

PITCH ENERGY CORPORATION

YATES PETROLEUM CORPORATION

NON OP6RATOR8

YATES DRILLING COMPANY AfiO PETROLEUM CORPORATION

MYCO INDUSTRIES, INC CHESAPEAKE EXPLORATION LLC

4EARBURG EXPLORATION COMPANY LLC LEGEND NATURAL GAS III LP

>EVON ENERGY PRODUCTION COMPANY LP

15
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01 WITNESS WHERgy ihawemirtBllhtdftaiwaef Kh_ Avof____ Mev tweri 1DW .

OPERATOR

*YYh@(L^

NON OPERATORS

Pircn ENERGY CORPORATION TIIE ALLAH COMPANY

■ p --------------------------

TATES PETROLEUM CORPORATION &G3,INC

YATES DRILURO COMPANY ABO PETROLEUM CORPORATION

MYCO INDUSTRIES. INC

NEARSURG EXPLORATION COMPANY UC

Chesapeake Exploi 
An Oklahoma

By .
Henry J Hood Senk^Vice^rtSdent 
Land and Legal 6* GeoelgCounsel

<*S'

LEGEND NATURAL GAS TULP

DEVON ENERGY PROOOCTVON COMPANY LP

15



EXHIBIT A

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

Corporation eta! as Non-Operators.

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

L9-,10.15,17.20.,
section 2 W/2 
Sections W/2 
Section 7 E/2 
Section8 E/2 
Section 16 E/2E/2 
Section 18. E/2
Containing 7 360 acres more or less

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

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

Marbob Energy Corporation 19 477715%
PO Box227
Artesla NM 88211-0227

Pitd) Energy Corporation 
PO Box304 
Artesia NM 88211-0304

Yates Petroleum Corporation 
105 South 4th Street 
Artesla, NM88210

16856606%

13 028650%

Abo Petroleum Corporation 6 663396%
105 South 40> Street 
Artesla. NM 88210

Yates Drilling Company 6 663396%
105 South 4® Street 
Artesla NM 88210

Myco Industries Inc 6663396%
105 South 401 Street 
Artesla, MM 88210

The Allar Company 20 162395%
P O Box 1567 
Oraham TX 70450

Chesapeake Exploration LLC 10484446%
PO Box 18496 
Oklahoma C»y OK 73154

TOTAL 100%

IIL OIL AND GAS LEASES SUBJECT TO THE AGREEMENT 

SEE ATTACHED EXHIBIT A-1

cia



Exhibit A 1

TRACT NUMBER DESCRIPTION OF LANDS ACRES SERIAL NUMBER EXPIRATION BASIC ROYALTY llESSEF OF RFfTlRD tWORKIfJ^ IMT|REST OWNERS l Wi Decimal'^ Net Acres
DATE AND PERCENTAGE

TOWNSHIP ZS SOUTH. RANGE M EAST
1 Section 32 E/2E/2 160 VB-0575 8/1/2009 0187S YATES PETROLEUM corporation Yates Petroleum Corp 0 18322480 29 315968

ABO Petroleum Corp 0 04257430 6 811888
Yates Drilling Company 0 04257430 6 811888
MYCO Industries Inc 0 04257430 6 811888
Marbob Energy Corp 0 11959360 19 134976
Pitch Energy Corp 011959360 19 134976
Legend Natural Gas 0 21045550 33 67288
Devon Energy Production Company LP 0 23940960 38 305536

2 Section 33 N/2 320 VB-0576 8/1/2009 01875 YATES PETROLEUM corporation Yates Petroleum Corp 018322480 58 631936
ABO Petroleum Corp 0 04257430 13 623776
Yates Drilling Company 0 04257430 13 623776
MYCO Industries Inc 0 04257430 13 623776
Marbob Energy Corp 011959360 38 269952
Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072

3 Section 33 S/2 320 VB-0569 8/1/2009 01875 YATES PETROLEUM CORPORATION Yates Petroleum Corp 018322480 58 631936
ABO Petroleum Corp 004257430 13 623776
Yates Drilling Company 004257430 13 623776
MYCO Industries Inc 004257430 13 623776
Marbob Energy Corp 011959360 38 269952
Pitch Energy Corp 0 11959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072



Exhibit A 1

Section 34 S/2

TOWHSMP 26 SOUTH. H*NGt 21 CAST

Section 2 W/2

Section 3 E/2

Section 3 W/2

320 V 7085 7/1/2009 Prod

320 VB-0694 7/1/2010

320 V 7438 7/1/2010

320 V 7461 7/1/2010

016667 MARBOB ENERGY CORPORATION Marbob Energy Corp 0 19505495 62 417584

Pitch Energy Corp 019505495 62 417584

Yates Petroleum Corp 0 0755494S 24 175824

ABO Petroleum Corp 0 07554945 24 175824

Yates Drilling Company 0 075S4945 24 175824

MYCO Industries Inc 0 07554945 24 175824

The Ailar Company 0 30769230 98 461536

01875 YATES PETROLEUM CORPORATION Marbob Energy Corp 019505495 62 417584

Pitch Energy Corp 019505495 62 417584

Yates Petroleum Corp 007554945 24175824

ABO Petroleum Corp 007554945 2417S824

Yates Drilling Company 0 07554945 24 175824

MYCO Industries Inc 007554945 24 175824

The Ailar Company 0 30769230 98461536

016667 The Allar Company Marbob Energy Corp 019505495 62 417584

Pitch Energy Corp 019505495 62 417584

Yates Petroleum Corp 007554945 24 175824

ABO Petroleum Corp 007554945 24 175824

Yates Drilling Company 007554945 24 175824

MYCO Industries Inc 0 07554945 24 175824

The Altar Company 0 30769230 98461536

0 16667 Yates Petroleum Corporation Marbob Energy Corp 0 19505495 62 417584

Pitch Energy Corp 019505495 62 417584

Yates Petroleum Corp 0 07554945 24 175824

ABO Petroleum Corp 0 07554945 24 175824

Yates Drilling Company 007554945 24 175824

MYCO Industries Inc 0 0755494S 24 175824

The Ailar Company 0 30769230 98 461536



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

9 Section 4 W/2 320 V7462

10 Section 5 E/2 

UNCOMMITTED

320 V 7440

7/1/2010

7/1/2010

11 Sectlon5 W/2 320 V 7463 7/1/2010

Exhibit A 1

016667

016667

016667

0 16667

The Allar Company

Legend Natural Gas III LP

Marbob Energy Corp 01950549S 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 0 07554945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Allar Company 0 30769230 98461536

Yates Petroleum Corp 0 18322480 58 631936
ABO Petroleum Corp 0 04257430 13 623776
Yates Drilling Company 0 04257430 13 623776
MYCO Industries Inc 0 04257430 13 623776
Marbob Energy Corp 011959360 38 269952
Pitch Energy Corp 011959360 38 269952
legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company IP 0 23940960 76 611072

Yates Petroleum Corp 0 18322480 58 631936
ABO Petroleum Corp 004257430 13 623776
Yates Drilling Company 004257430 13 623776
MYCO Industries Inc 0 04257430 13 623776
Marbob Energy Corp 011959360 38.269952
Pitch Energy Corp 011959360 38269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072

Yates Petroleum Corp 0 18322480 58 631936
ABO Petroleum Corp 0 04257430 13 623776
Yates Dnlling Company 0 04257430 13 623776
MYCO Industries, Inc 0 04257430 13 623776
Marbob Energy Corp 0 11959360 38 269952
Pitch Energy Corp 0 11959360 38 269952
Legend Natural Gas 0 210455S0 67 34576
Devon Energy Production Company LP 0 23940960 76 611072



Exhibit A 1

(

12 Section 6 E/2 320 V 7441 7/1/2010 0 16667 Legend Natural Gas lit LP Yates Petroleum Corp 018322480 58631936
UNCOMMITTED ABO Petroleum Corp 0 04257430 13 623776

Yates Drilling Company 0 04257430 13 623776
MYCO Industries Inc. 0 04257430 13 623776
Marbob Energy Corp 0 11959360 38 269952
Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072

13 Section 7 E/2 320 V746S 7/1/2010 016667 Yates Petroleum Corporation Yates Petroleum COrp 018322480 58 631936
ABO Petroleum Corp 0 04257430 13 623776
Yates Drilling Company 004257430 13 623776
MYCO Industries Inc 0 04257430 13 623776
Marbob Energy Corp 011959360 38 269952
Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072

14 Section 8 W/2 320 V 7443 7/1/2010 016667 Legend Natural Gas III LP Yates Petroleum Corp 018322480 58 631936
UNCOMMITTED ABO Petroleum Corp 004257430 13 623776

Yates Drilling Company 004257430 13 623776
MYCO Industries Inc 004257430 13 623776
Marbob Energy Corp 0 11959360 38 269952
Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072



Section 8 E/2

Section 9 W/2

Section 9 E/2

Section 10 W/2

V 7466 7/1/2010

V 7444 7/1/2010- Prod

V 7467 7/1/2010 Prod

VB-0677 7/1/2010

320

320

320

320

Exhibit A 1

016667

016667

016667

01875

The Altar Company

The Allar Company

Yates Petroleum Corp 018322480 58 631936
ABO Petroleum Corp 0 04257430 13 623776
Yates Drilling Company 0 04257430 13 623776
MYCO Industries Inc 0 04257430 13 623776
Marbob Energy Corp 011959360 38 269952
Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company IP 0 23940960 76 611072

Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 0 19505495 62 417584
Yates Petroleum Corp 007554945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 0 07554945 24 175824
MYCO Industries Inc 0 07554945 24 175824
The Allar Company 0 30769230 98461536

Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 007554945 24 175824
ABO Petroleum Corp 0 07554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 0 07554945 24 175824
The Allar Company 0 30769230 98 461536

Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 0 0755494S 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Allar Company 0 30769230 98461536



Exhibit A 1

Section 10 E/2

Section IS E/2

Section IS W/2

Section 16 E/2E/2

Section 17 E/2

320 VB-0695 7/1/2010

320 V 7445 7/1/2010

320 V 7468 7/1/2010

160 V 7446 7/1/2010

320 V 7447 7/1/2010

01875

016667

016667

016667

016667

Yates Petroleum Corporation Marbob Energy Corp 019S05495 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 0 07554945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries, Inc 007554945 24 175824
The Allar Company 0 30769230 98 461536

The Allar Company Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 007554945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Allar Company 0 30769230 98 461536

Yates Petroleum Corporation Marbob Energy Corp 019505495 62417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 007554945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 0 07S54945 24 175824
MYCO Industries Inc. 0 07554945 24 175824
The Allar Company 0 30769230 98 461536

The Allar Company Marbob Energy Corp 019505495 31 208792
Pitch Energy Corp 019505495 31208792
Yates Petroleum Corp 007554945 12 087912
ABO Petroleum Corp 0 07554945 12.087912
Yates Drilling Company 0 07554945 12 087912
MYCO Industries Inc 0 07554945 12 087912
The Allar Company 0 30769230 49 230768

Chesapeake Exploration IP Chesapeake Exploration limited Partnership 100000000 320

V



Exhibit A 1

24 Section 17 W/2 320 V 7470 7/1/2010 016667 Yates Petroleum Corporation Yates Petroleum Corp 0 35000000 112
ABO Petroleum Corp 0 05000000 16
Yates Drilling Company 005000000 16
MYCO Industries Inc. 005000000 16
Marbob Energy Corp 050000000 160

2S Section 18 E/2 320 V 7448 7/1/2010 016667 Chesapeake Exploration LP Chesapeake Exploration limited Partnership 1 00000000 320

26 Section 20 W/2 320 V 7450 7/1/2010 016667 Nearburg Exploration Company llc Nearburg Exploration Company LLC 100000000 320

27 Section 20 E/2 320 V 7473 7/1/2010 016667 Marbob Energy Corporation Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 0 07554945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 0 0755494S 24 175824
MYCO Industries Inc 0 07554945 24 175824
The Allar Company 0 30769230 98461536

V )



Exhibit A 1

IfAtP BASIS

TOTAL COMMITTED ACRES 
TOTAL UNCOMMITTED ACRES 

TOTAL ACRES

RECAPITULATION

Acres of State of New Mexico Lands - 100% 

Acres of Fee Lands - 0% 

100%

7360

960

8320

Unit Working Interest

Marbob Energy Corp 018507S11 1188974488

Pitch Energy Corp 0 16016961 1028974488

Yates Petroleum Corp 012379680 795 30S384

ABO Petroleum Corp 006331485 406 752344

Yates Drilling company 006331485 406 752344

MYCO Industries Inc 0 06331485 406 752344

The Altar Company 0 19158086 1230 7692

Chesapeake Exploration UC 0 09962205 640

Nearburg Exploration Company LLC 0 04981102 320

TOTAL 100000000 6424 280592

Nearburg ORI 0 00415092

Nearburg TA d to all parties proportionately

making new Wl

Marbob Energy Corp 0 19477715

Pitch Energy Corp 016856606

Yates Petroleum Corp 013028650

ABO Petroleum Corp 0 06663396

Yates Drilling Company 006663396

MYCO Industries Inc 0 06663396

The Allar Company 0 20162395

Chesapeake Exploration LLC 010484446

Nearburg Exploration Company LLC

TOTAL 100000000
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COmS 198*1 ONSHORE
Revised April 23.200*
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H
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Attached to and made a part of Attached to a made a part of that certain Joint Operating Agreement dated 
May 8, 2009, by and between Marbob Energy Corporation as Operator and Pitch Energy 
Corporation eta! as Non-Operators.

ACCOUNTING PROCEDURE 

JOINT OPERATIONS

I general provisions

I DeflafUmn

Met psoperty* shall mam th real and personal property satgcci to (be agreement lo wbjch dris Accounting Procctfore Is attacked.

Mm Operations* shall kv« all opeiatisas accessary or proper Cot the development operation, protection and mamtcntinco of the 

Mot Property
John AccouxP stall meaa the account showing the charges paid end credits received In the conduct of the font Operations and finch 

ore to be shared by the Parties.
"Operator* ihaB mean the petty designated lo conduct the tool Operations.

■Nra4)pHstotf Shall area* the Parties to this egreetncnt other than the Operator 

“Pente* shall mean Operator and Noo-Opendort
“First Level Storemans" shall mean those employees whoso primary food too in Jam Operations is the ditto supervision or other 

employees and/or ctmlnti labor directly employed on the Intel Property hr a field operating capacity
Technical Employees* shall mean dm employees having special and specific engineering. goofogtcoJ or other professional drills, 

and whose primary function m Jonn Operations is the handling of specific operating conditions and problems tor the benefit of the 

Joint Property
•personal Expenses* stall mean travel and other reasonable reimbursable expenses of Operator's employee!

“Material stall maan persotal property equipment or aupplies acquired or held fir use on the Mai Properly
"Controllable Mxtcriar shall mean Material which « the lime is so closured In the Material Class Ikntton Manael as noa 

recently recommended by the Cotlacil or Petroleum Accountants Societies.

2, Statement and Btfilop

Operator staB bill Non-Operators on or befbre the last day of each numh fin then propofl nutate rime of the Mm Account for Ibo 

preceding month. Such bills will he accompanied by statements which tdenuty the aidbonly for crpcnditrre, lease or fodtiiy and nil 

vay-gy* and nfrtrif summarized by appropriate class!ficatiotts of Invesuncm end expense except tltot hems of Controllable Material 

and unusual charges and credits strati be separately idem Red and ttrlty described m daoiL

3, Advances and Payments by Now-Operator*

A. Unless otherwise ponded for in the agreement, the Operator may letpire foe NmvOperatora to advance their Stare of counted 

cadi outlay foe the snccetdirqi month's operatic withr fifteen (15) days after receipt of the bittfag or by the first doy of Itw month 
fox which the advance is required. whichever is fader Operator stall adjust each monthly billing to reflect advances received float 

thoNotvOpentors

D Each Non-Operator Stan w Its proportion orsll bins with! (Ween (IS) doys otter receipt, tr payment is not made wittl such time.
Avll two hrtmmarannllJy rathe ttnrae rare in offiam rtewe Mnrthnrtan Hunt___ 00 the Ota dtp Of On month

In whufa dclrtxjacncy occurs pins 1% or the maximom coolracl rite permuted by the applicable army laws in the sale hi which 

the Joint Property la located, whichever i the lesser, plus attorney's fees, conn costs, and other cods in connection with the 

collection ofraijatd amounts.

4, Adjnttmcirlc

Paymcol of raiy such hills Adi not pnpndtte the right of any NoraOpetaox to protest or question the oarectncss thereof; provided, 

however all Mila and «a>mw»n« leadered to Noo-Operators fay Operator daring any calendar year shall eoneludvely be presented a 
be tna and correct afiar ttrenty-fisor (24) nnmtha foUowiag the cod of toy snob calendar year nates within the said Itremy-foor CM) 

aanth perrad a Non-Operator trikes written exception thereto and makes data on Operator (bj adjoslmenL No adptAnoel fovonfite 

to Operator ft*11 be -*—-** tmloss It is made within the same ptesenbed period. The provisions of this paragraph stall not prevent 

adjuiliutglsiesaltiag flora a physical inventory of CoatroltoMc Material as provided for in Section V

COPYRIGHT © 1985,2004 by the Council of Petroleum Accountants Societies.
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A. A Non-Operator upon notice in writing to Operator and oil other Non-Operator* shall have the right to auUt Operator's accounts 

and records relating to the Joint Account for any calendar year within the twenty-fear (24) ««■»»> period following the cod or 

neb olendtr year provided, however the raking of on andu shall ml extend (be time for the taking of written eucptioa to and 

the adjustments of accounts as provided for In Paragraph 4 of tiis Section L Where (here ore two or main Non-Operator* the 

Non-Operators stall nuke every reasonable eflbn to conduct a joint audit in a manner which win result in o odrrfmmn of 

incnovcoicacc to (he Operator Operator dull hear oo portion of the Non-Opcratorri aodk enfl inemred (tns paragraph 

unless agreed to by foe Operator The audits dull not be conducted note than once year ifoftyt prior approval of 

Operator except upon the mdgaatkm or removal of the Operator and shall bo made at foe expe se or those Non-Operators 

approving neb audit

B. The Operator dull reply in writing to an udu report within 180 daysafler receipt of such report

6# Approval By Noo-Openton

Where an approval or other agreement of (be Parties or Non-Operators is expressly required under other sections of this 

Accounting Procedure and if the agreement to which this Accounting Procedure is contains no contrary provisions in regard

thereto. Operator duD notify all Non-Operators of foe Operator's proposal and the agreement or approval of o majority in mi crest of foe 

Non-Operators shall becwtroilragon el) Non-Operators.

IL DIRECT CHARGES

Operator dull charge the Joint Aecouoi with foe following items 

1 Ecological sod Environmental

Cons incurred for foe benefit of foe Joint Property os o result of governmental or regulatory requirements to satisfy 

environmental considerations applicable to the Joint Operations. Such costs may nelude surveys of an ecological or archaeologies] 

nature and poltntioa control procedures as reqtmcd by apphcoblc laws and regulations.

2. Rentals and Royalties

Lease rentals and royolties prod by Operator for foe Jotot Operations.

3. Labor

A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct of Joint Operations.

(2) Salaries of First level Supervisors in the field

(3) Salaries and wages of Technical Employees directly employed on the Joint Property f snch charges are excluded ftnm 

foe overhead rates.

(4) Solaria and wages of Technical Employees esfoer temporarily or permanently os&gned to aid directly employed fn foe 

operatic or the Joint Property tfsacb charges ore excluded from foe overhead rata.

8 Operator's cost of Hobday vacation, deftness and diabfltiy benefits end other customary allowances psid to employees whose 
Blancs and wages are chargeable to the Joint Account under Paragraph 3A of (bis Section 0. Such costs nndcr this Paragraph SB 

may be duiged oo o "when aid as paid bass* or by percents^ assessment" on the amount of salaries and wages chargeable to 

ton Joint Account tinder Paragraph 3A of this Section II (f percentage assessment a usd, toe rate stall be hosed on the Operator's 

oost experience.

C Expenditures or contribUioos nude pursuant to asmssme&ts imposed by governmental aotooniy which are applicable to 

Operator 9 cost chargeable retire John Aceourauoder Paragraphs 3A and 3D of tors Section IL

D Pctsonal Raprawes of those employees whose salaries and wages are chargeable to foe Jbmt Account under Paragraphs 3A and 3B 

of fob Section IL

4. Employee Benefits

Operators current costs or csraWhhcd pins for emptoyectf group life insurance, ho^matnaimn. petition, talrenrent, stock parchare, 

thrift, boou* and other benefit plans of a IBs nature, applicable to Operator^ labor oost chargeable to foe Joint Account ooder Poragraph* 

3A and 3B of this Section 11 shall be Operator's octtul cost not to exceed foe percent most recently recommended lor foe Council of 

Petroleum Accountants Societies.
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Material

Mttcnal purcbaad or Annulled by Operator for use o» foe ion Property as provided under Section IV Only such Material shall 

be puebased for or transferred to the John Pnqmrty as my be required for immediate ose and ts reasonably praetteri and rmrifleiu 

with efficient and ceonoroicrt operation, Hm accumiilatwn of serpiss stocks shall be avoided

Transportation

Transportation of employees and Material occcasary for Ibe 3oim Operations but rolled to the followfog brostations

A. If Material Is moved to die Mai Property ton the Operator's warehouse or other properties no chorp droll be made to the 

Mat Account for a distance greater than the distance from the nearest reliable supply stare where like materia! is aonnatly available 

or railway receiving point nearest the Jana Property unless agreed toby the Parties.

B If surplus Malenal is moved to Operators warehouse or oAcr storage point, no charge «tu»n he to tte iolm for a

<fataace greater than the distance to the ocaresr reliable aqrply store where like mleria] Is noramlly ovai table, or rad way 

weaving point oearesi the Mai Property unless agreed to by the Parties. No charge shall be made to (be Joint Account for 

moving Material to other properties belonging to Operator; unless agreed to by the Patties.

C In the application of subparagraphs A and B above, die option to equalize or charge actual trucking cos s available when the 

aoual charge is $400 or less excluding accessorial charts. The S400 will be adjusted to the amount most recently rccoamented by 

ihe Council of Petrotarro Accountants Societies.

Services

The cost of contract sendee* equipment and utilities provided fay outride sources, except services by Paragraph 10 of Section II

and Paragraph U n, and hi of Section III. The cost of profession! consultant services and contract services of teehmcel personnel 

directly engaged on the Joins Property if arch charges are excluded from the overhead rate* The cost orproftssoael eamhvm services 

tv comma services of technical personae] oof directly engaged oa the Joint Properly shall not be charged to ibc Joint Account 

unless previously agreed to by the Parties.

Equipment and FocMles Furnished By Operator

A. Operator shall charge the John Account for use of Operator owned equipment and Adhties at rates commensurate with coss 

of ownership and operation. Such rates rial) include costs of maintenance repair* other operating expense, insurance, taxe* 

depreciation,nod intcrcsloaflmssInvedniEnl tassuccuTnntalfri decrenaimn not to exceed twelve percent/ 12 9*1

per annum Such rates shall not exceed average commercial rates currently prevailing in the mmedloie area ofthc Joint Property

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

(he Joral Property less 2096. For automotive equipment, Operator may dec! to use rates pubUrited by the Petroleum Motor 

Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for ike repair or replacement of Joint Property made necessoiy because of damages or kisses incurred by 

fire, flood, strain, theft, scridrm, or other con* except thorn resulting from Operator's gross negligence or willftt! onscosdoct 

Operate? shall furnish Non-Operator written notice of damages or tosses incurred os soon as prod cable after a report thereof has 

been received by Operator

Legal Bxpenso

Expense of handUqg. investigating and settling Dtigatm or data* dtscfaaigtag of lien* payment of judgments and amounts paid 

for settlement of claims incurred to or resulting from operations trader the agreement or ncccsaiy to protect or recover foe Joint 

Property except font bo charge for services of Operators legal stnlf or foes or expense of abide attorneys rial! be made unless 

previously agreed to by foe Parties. All other legal expense is considered to be covered fay foe overhead provisos of Sect on 111 

unless otherwise agreed to fay foe Panic* except as provided to Section I, Paragraph 3.

Taxes

All taxes of every krad and nature or levied upon or to connection with foe Jaiat Property the operatroo thereof or the

production therefrom, and which taxes have been pmd fay foe Operator for the benefit of foe Parte* If foe ad valorem taxes are based 

in whole or in port ipon seprenre vacations of cadi party's wotting interest, then notwithstanding anything to the contrary hereto, 

change* to foe Joint Account shall be made and pad by foe Parties hereto in accordance with the tax value generated fay each party's 

working interest

3^3
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Net picmimns paid Hr insurance required to be cental for die Jon) Operations fbr the protection of the Ratios In the even Joint 

Operations nr ti a state tn which Operator raqr act as dMoaoer for Worker's Compensation and/or Employers Uabihty

tinder lbs respective stoic's Iowa, Operator may at lb election include the risk trader is self nsurance program ad in that even. 

Operator rirall include a charge el Operator's cost not to exceed manual rate*

Abandonment and Reclamation

Costs incurred (or abandonment of (be Jond Property indudmg costs required by sovanmenti) or other reeolmmy enfitonly

Cod of leasing, IngnUing. operating, repairing and raafatainhjg communication system* indodfag radio sod microwave

dheedy serving (he Jourt Property to (be event cotnmmricatioo ftcil tiesfeystems serving the 3omi Property are Operator 

owned ctaiges to the Joint Account shall be made as provided in Parayaph 8 of tins Section II

Other Expenditures

Any other expenditure not covered or deak with fa (bo foregoing provisions of tins Secure H, or in Section ID and which is of direct 

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

III. OVERHEAD

Overhead Drffllag and Producing Operations

< as for adsnaistrai ve, ctmcrvislon, office set wees and warehousing costa, Operator shall ehaige drill m, and

producing operations on either

( X ) fixed Rate Basis, Paragraph IA, or 

( ) Percentage Basis, Paragnph IB

IWcss olbermse agreed to by the Parties, such charge shall be in lieu of eosts and expenses of all offices and stones or wages 

plus applicable burdens and of all personnel, except these directly chargeable under Paragraph 3 A, Section II The cos

and of services from outride sources re connection with matters of taxation, traffic, accounting or matters before or

involving governmental qpocies shall be considered as included in the overhead rales provided fbr to the above selected Pangofdi 

of tins Section morfesssaebeofl ond expense ore agreed to by the Parties wo direct charge to the Joint AeconL

a The salaries wages and Personal Expenses of Technical Employees aad/or the cost of professoral consultant services and 

contract services of technical personnel directly employed on the Joint Property

( ) shall be covered by the overhead rata* or

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

rfi. The stianc* wages and Personal Fy|««« of Technical Employees and/or costs of professional cmtsuliaai srvices and 

contract services of tedmknl personnel either temporarily or permanently assigned to and directly cmjrfoyed m the operation of 

the Joint Property*

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

( > shall nut be cowed by the overhead raid

A Overhead Fixed Rale Basis

(I) Operator shall charge the Joml Account at the fofiowfogiraes per well per month:

MIHag Well Base 5 600M0 —

(Fronted to less (tea a Ml montit)

Producing Well Rote 8 4«U)0

Application cf Overhead Fixed Rate Basra shaD be as (Blows: 

fa) Drilling Well Rote

(I) Charges for itrfiHqg wells Ml begin on the date the weO to spudded ond terminate on d* date (ho dnlKitg 

rig, foffq4nfw> rig, or other units used tn completion of the well to reteosed, whichever is Inter except tint no

(2)
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dwge riuril be node during suspension of driKqg or eompleOoo operations Ibr fifteen (15) or more 

consecutive calendar day*.

(2) Chaises far wells undergoing any typo of wortover or recompledoo tor a period of fl % (5) consecslw wort days 

or more shall be made at the drilling well rate Such charges shall be applied for tbo period ftom dmc 

workover operations; with rig or other traits osed in workover commence through date of rig or other cmi 

ideate except that no Charge Anil be made during suspension of operations fur fftcea (IS) or more 

consecutive calendar days.

(b) Producing WcB Rates

(1) An tone well either produced or iqjected into Ibr any portion of the month shall be considered as o ass-well 

charge fir the enure month.

(2) Each oelive completion in o tmdlt-compieied well in wheh production is not commingled down hole shall 

be considered as a one-wdl charge providing each completion is considered a separate well by (he 

governing regulatory authority

(3) An inactive gas wdl shut in became of overproduction or fhilure of purchaser to take iho prodndioo dull 

be considered as o one-well charge providing the gas wdl is directly connected too permanent sales oaBa.

(4) A one-well charge shall be raade for the month in which plugging ood abandonment operations ore completed oa 

any well. This one-wen charge shaD be made whether or not the well has produced except when drilling well 

rate applies

(5) All other inactive wells {iodudmg but cot limbed to inactive weOs covered by unit oHonsble, lease 

allowable, transferred allowable, etc.) shad not qualify far an overhead charge.

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

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

B. Overhead Pcrecatage Basis

(1) Operator shall charge (he Joint Account at the following rates

(a) Development

Precast TfcVofthecnst of development or tbo Joint Property cxctarivcofcoas

provided under Paragraph 10 of Sect ion Hand all salvage credits

(b) Operating

_____  Percent f %)ofthecotf of operatum the Joim Property exetmivp of costs provided

aader Puragaphs 2 nd 18 of Section U» oil salvage credits; the value of iqjoctcd sobsumecs pmchased (br 

secondary recovery and all taxes and assessaeais which are levied, assessed and paid upon the mineral interest hi 

and to the Jtriia Property

(2) Appbcorion of Overhead Percentage Baric shaD be as IbQooc

For Die purpose of determining charges oa percentage tods under Paragraph IB of (Ids Section 111 development stall 

Iodide all costt io connection with drilling, redrilling, deepening, or any remedial operations on any or all welts to valving 

the use of Mlbg rig nod crew capaWo of drilling to the prodsdng otemd oa the Joint Property also, pretantoay 

expenditures necessary ra preparation tor drilling and expenditures Ineuned in abandon! og when the wdl is not completed 

as a produeer and original cost of couriiuctioa or inctallaiton of fixed assets, the expansion of fixed assets and any attire 

project dearly dTsocnriMo as a fixed asset, except Major Coaatrnctioo as defiled in Paragraph 2 of this Section III AH 

othercostsshatl be consideredos operating.

Overhead Major Coastnxctloa

lb compensate Operator Ibr overhead costs ineuned in the construction and ias&fiofioa of fixed assets, the expansion of fixed assets; and 

any other prefect clearly discernible as o fixed asmt required ibr the development and opcraiioa of the Jomt Properly Operator shaD 

either negotiate o tate prior to (be bcgiPtong of construct too, or shall charge the Joint Account ibr overhead based on the fo&owtag rates 

(braay MqJorConrinictioo renmrifamegofS 25J00jC0 .

A. 5 It of firtl S100,000 or lotol cost iflcsx plus

a 3 Hofcoas in eaten ofSIOCLOOO but less than SLOOP jDQO. das

C 2 Tfcofcafls In excess ofSljQOOBOO.
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Total cos shall mean (bo gross cost of aqy one prqjccl For (be purpose of (Us paragraph, thecoraponem pans of a single project shall 

ora be denied separately and (be cost of drilling sod workover wells and artificial 1 ft equipment shall be excluded

3. C&tratropte Overhead

Tb compensate Operator for overhead costs incurred in the eves f expenditures resulting from a stogie occurence due to oft spill, 

Howmi, explosion, fire, storm, humane, or other catastrophes as agreed to by (he Parties, which are necessary to rcricse (he Join! 

Property to the equivalent condition (hot existed prior to the event cansng the expenditures; Operator shall either negotiate o rate 

prior to charging ft* lost Account or shall charge the Mm Accontu Tor overhead based on the (allowing rates

A. 5 % of total costs through 5100,000; plus

B i % of total costs in excess af$IOO,OO0bul less than 51,000,000* pins

C of total costs in excess of$l,000,000

PipemiihiM stiltfea to the overteads above will not be reduced by insurance recoveries, and ao other overhead provisions of iWs 

Sectioo 111 shall apply

4 Amend neat of Rotes

The overhead rates provided for in this Section 111 may be amended from time to time only by mutaal agreement between the Part cs hereto 

if, m practice, the rates are found to be insufficient or excessive.

IV PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator fa reqtonsride fbr Joint Account Material and shall make proper and untely charges and credits for afl Material movements affecting the 

joint property' Operator shall provide all Material for use oo the Joint Property however at Operator's otxion, each Material may be supplied 

by foe Non-Operator Operator shall raake ninety disposition of idle and/or surplus Material nch (R^mal hong made other through ale to 

Operator or Non-Operator; division in kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to parehare, interest 

of Non-Operators in surplus eroririren a or B Material The disposal of surplus Controllable Material not purchased by the Operator shall be agreed 

to by the Pottles.

( Firehoses

Material pun3«s«* dull be charged at the price paid by Operator after deducaioo of all discounts received, to care of Material found 

to be defective or returned to vendor for any other reasons; cred I shall be pissed to the Joint Account when adjurtment has been received 

by the Operator

2. Transfer* and DbRostoons

Material tontsted to the Joint Property sod Material transferred from the Joinr Property or disposed of by the Operator unless 

otherwise agreed to by the Pantos, stall be priced on the following tests exclusive of cash discounts;

A. New Molena) (Condition A)

(l) Tubular Goods Other than Litre Pipe

( ) Tubtftar goods, 2 3/8 laches OD and larger except Ifam pipe, shaft be pneed at Eastern nail jwNishcd cortood 

bare pices effective os of data f movement plus transportation coil usng (be 80,000 pood carload weight tesla 

to (he railway receiving poial nearest the Joint Property for which published roil rates for tubular goods exist. If the 

$0,000 pound rail rate is not offered the 70000 pouad or 90JD00 pound nil rate nay be used Freight charges 

for tubing win be calculated Dora Loram, Ohio and casing front Youngstown, Ohio.

(b) Fra pndes which are special to one arid only prices shaft be computed at the trill base of (hat not! phn traa^octation 

cost from that tail to the railway receiving point nearest the Jonn Property os provided above in Paragraph 2^.(1 )(a). 

FOr transportatmii cot from points other foaa Easters mflts, the 30000 pound Oil Ffefc) Hauler* Association ireortate 

trade rate shall be used.

<e) cod fo™* tubular goods stall be priced at the lowest published om-of-sock price, Coh. Houston, Test*

plus traaspmtotmn cost, nig Oil Field Haiders Association interstate 30.000 pouod (ruck rate, to the nnhray receiving 

point nearest the Joint Property

(d) Macaroni tubing (sue loss than 2 3rt inch OD) shall be pneed at tte I owes pnMMed otf-otatotft pnees fob. the 

f.ppw ptos transportation com, using the Oft Fidd Hantora Assodmk* nteniaie track rate per weight of 

tubing transferred, to Ike railway receiving print nearest tte Joint Property

69

70
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(2) Urn Pipe

(a) Line pipe movements (except sz» 24 Inch OD and larger with walls tt boh onl on) 30.000 pounds or mom

dtall te fmcod tinder provisions of ttfcular goods pricing fa Paragraph A,(iXa) as provided above. FfcigJn charges

shall be ttdeatafed bam Lorain. Ohio.

(b) Uu Pipe iBOvcmcnls (except size 4 inch OD and larger with walls % inch and over) less ikan 30,000 pounds

shall be priced at Eastern mill published carload base paces effect vo as of date of «fa?ptv?w, plus (be peiceai most 

recently recommended by COP AS plus transportation costs bued on freight rates as set forth under pro visions of 

tabular goods fxiang in Paragraph A^l )(a) os provided above. Freight charges be cakalatcd flom Lorain, Ohio.

() Line pipe 24 inch OD and over and « inch wall and larger shall be priced fatal the pofaa of mansbetue el current

now published prices pi us iranspcrtoiioi cost to the oDwoy receiving pant nearest the Joint Properly

(d) Line pipe, inclndlng ftfancated line pipe, drive pipe and coodmt not itwnfl oo published pace lists dfeD (k priced at 

quoted pnecs plus frdtfn to tho railway receiving point nearest (he Joiol Property or ar prices agreed to by the Parties.

(3) Other Material shall bo paced at Ao eanera new priee, in effect at date of movement, as listed fay a reliable supply store 

nearest tho Jdra Property or point of manufoctore, ptu transport aims costs, if applicable, to the railway reccmng pomt 

nearest the John Property

(4) Unused eew Material, except tubular goods, moved from (be John Property shall bo priced at (be ament oew price, m effect 

os date of movement, as listed by o reliable supply store nearest the Jotni Property or point of naoufoaure, plus 

transportation costs. If applicable, to the railway rccefaog point nearest the Joan Property Unused new tubulars will be 

paced as provided drove In Paragraph LA.(l) and (2).

B Oood Used Material (Condition B)

Material in sound and serviceable condition and so table tor reuse without reconditioning:

(1) Material moved to (be Joint Property

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

(2) Material used cm and moved from the Joint Property

(a) At seventy-five percent (75%) of current oew {nice, as determined by Paragraph A, (f Material was ongiruliy 

charged to the Joint Account as new Material or

(b) At sixty-five percent (65%) of euncftt new pnee, os detenmned by Paragraph A. if Mstenol was angmally charged 

to the Joint Account os used Material

(3) Material not used on and mood from tho Joint Property

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

The cost of recoodfaorang. faay shall be absorbed by the transferring property 

C Other Used Material 

(I) Condition C

Material which Is not in sound end serviceable cond lion and not suitable for fta ongral ffanedon until after 

reconditioning shall be priced o) Ally percent (50%) of current oew pnee as dofermfaed by Paragraph A. The cost 

of reeoodUioning rind! be charged to the receiving property provided Condition C value plus cost of rccondhtoalng 

does mi exceed Condition 0 valae.

<2) Condition D

MotanoL excluding Junk, no looker suitable for its original purpose, but usable for soae other paipos shall be priced 

on o hosts commenaame with Its use. Operator may tfaoso of Condition D Material under procedures norraaUy 

used by Operator without prior approval oTNon-Operatars.

(a) Casing, tubing, or drill pfpe used as line ppc shall bo paced as Grade A and B rcamtess hne pipe of comparable 

saeindurctgbt Used casing, tubmg or drfl) pipe tnflfecd os tine pipe tel be priced mused lino pipe prices.

(b) Casng, utbrag or drill pipe used as higher pcessurc service lines than standard tine pipe, &g. power oil lines, shall 

be paced under normal pricing procedures tor casing. tubing, or drill pipe Upset tubular goods shall be paced 

an a non upset basil
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(3) Condition E

COPAS 1984-1 ONSHORE
Rfffced April 23.2004
Recommended by (he Council
at Petroleum Accountants SocMte
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ink shaft be pnced oi prevailing pices. Operator nay dispose of Condition E Material under procedures normally 

utilized by Operator without prior approval ofNovOperalars.

D. Obsolete Materul

Material which is serviceable and usable for hs original fimetion but condition ood/er value of sucb Materia) is not 

equivalent to dial which would justify a pnee as provided above may be specially priced as agreed to by the Potties. Sadi 

price should result (n the Jata Account being charged with the -alue of iho service rendered by such Material.

E- Riming Conditions

(1) I.nading or unloading costs may bo charged to the Joint Account at die rate of twenty-five cents (23d) per bandied 

weight on oil tubular goods movements; fn Ben of actual loading or gnkadtng costs sustained at the stocking point. 

The above rate shall bo adjusted as of the Ism day of April each year following January I 1985 by the same 

percentage increase or decrease used to adjust overhead rates » Section III; Paragraph I AJ3). End) year the 

rale calculated shall be rounded to the nearea cent and shall be the rate fat effect until the first day of April next year 

Such raeAall be published each year by foe Council of Pewofeum Accountants Societies.

(2) Mania) Involving erection eosts shot! be charged at applicable percentage f the current koockcd-down price of 

newMatenoL

3. Premia m Prices

Whenever Material (s not readily obtainable at published or listed prices becauso of national emergencies, strikes or other unusual 

ever which the Operator Ins no control the Operator may charge the Joint Account for (he required Matenal at the Operators 

octal cost incurred in providing such Malawi fat making it suitable for use, and in moving it to the Joint Property providod 

notice In writing to fhraished to Non-Operators of the proposed charge prior to bitting Noo-Operators for such Matenal Each 

Noo-Opemor shall have die right, by so electing and notifying Operator within ten days after receiving notice (ion Operator to fore sh 

in V»t») oil or pert of his share of such Matenal suiabie for use aid acceptable to Operator

4. Warranty of Materia! Pontished By Operator

Operator does not warrant (be Material ft misled, b case of defective Matenal credit shall ran be passed <e the Joins Account 

irtD adftEtment has been received by Operator from (he aamriactarers or their gents.

V INVENTORIES

The Operator shall ora main detailed records of Controllable Material 

I Pcnodk Inventories, Notice and Representation

45
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63 4.
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At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material Written notice of intention to 

take inventory stall be given by Operator at leas tbhiy (30) days before any Inventory ts to begin so (bat Non-Operators may bo 

t>P*«Trtit when any imeoKxy to token. Failure of Non-Operator* to be represented m an inventory shall bind Noo-Operators t accept 

die inventory taken by Operator

Itecoocfltotioa and Adjustment f Inventories

Adjustments to (he John Account resulting (bn (be rocoocflialion of a physical inventory shall be mode with! sue months following 

foe of tlm inventory Inventory adjustments shall be made by Operator to the Jonn Account for overages and riwrtages. bui 

Operator stall be held accountable only for shortages due to lack of reasonable dQigence.

Special Inventories

inventories nay be taken whenever lhere to any sale, efaaoge of interest, or change of Operator in (be Joun Propoly b shall bo 

fte duty of the party yfifog to notify all other Parties os quickly as posdbte after the transfer of interest lakes place. In such cases, balk 

the irtir nod (he parohaser Shall be governed by sock inventory In case* Involving a change of Operator all Partis doll be governed 

by such Inventory

gxpene of Conducting Inventories

A. The otytcfp of ttmrfoftinfl ■mrentmea Aall not be charged to ihc Joint Account unless agreed to by ihc Panics.

B. The of mdwrinc special inventories stall be charged to (be Pasties reqoesbng sucb raveotorrag except inventories

required due to change of Operator shall bo charged to the Joun Account
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EXHIBIT D”

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

Corporation at 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 Longshoremens and Haibor 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 OPERATORS 
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 partes 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 pintly 
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 earners of co-owner shall not 
have any nght 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 dnllmg of any well hereunder if any co-owner 
hereunder so elects to be included as an insured under Operator's policy the 
Operator shall advise said co-owner of its anticipated share of the premium for 
same Co-owner shall then advise Operator whether or not it elects to be named 
as an insured under the policy and co-owner shall be responsible for its 
proportionate share of the policy premium



EXHIBIT “E”

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

Corporation, eta! as Non-Operators.

GAS BALANCING AGREEMEMT

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

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

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

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

4 After notice to the Operator any party at any time may begin taking or delivering to Its 
purchaser its foil shoe 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 Store, each party 
including the Operator until it has recovered its gas in place and balanced the gas account as to its 
Interest shall be entitled to take or deliver to its purchaser a share of gas determined by multiplying 50% 
of the interest in the current gas production of the party or parties without gas in place by a fraction the 
numerator of which is the interest in the proration unit of such party with gas in place and the denominator 
of which is the total percentage interest in such proradon unit of ail parties with gas In place currently 
taking or delivering to a purchaser

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

6 If a proratlon unit ceases to produce gas and/or liquid hydrocarbons In paying quantities 
before the gas account is balanced settlement will be made between the underproduced and 
overproduced parties. 'In making such settlement, the underproduced party or parties will be paid a aim 
of money by tire overproduced party or parties attributable to the overproduction vtfilch sad overproduced 
party received less applicable taxes theretofore paid at the applicable price defined below for the 
delivery of a volume of gas equal to that for which settlement is made. For gas, the price of which is not 
regulated by federal state or other governmental agencies the price basis shall be the price received for



the sale of the gas. For gas the price of which Is subject to regulation by federal state or other 
governmental authorities, the price basis shall be the rate collected from time to time, which is not 
subject to possible refund as provided by the Federal 'Energy Regulatory Commission or any other 
governmental authority pursuant to final order or settlement applicable to the gas sold from such well 
plus any additional collected amount which is not ulbmately 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 j[6 it is expressly agreed that any underproduced party
shall have the optional rigid, with respect to each proration unit, to receive a cash settlement bnnglng 
such underproduced party’s gas account into balance at any time and from time to time prior to the final 
settlement by first giving each overproduced party 90 days' wntten notice of demand for cash settlement. 
If such option is so exercised settlement shall be made (as of 7 00 o clock A.M on the first day of the 
calendar month folowlng 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 ff6 The option 
provided for in this paragraph may be exercised from time to time but only one time in each calendar 
year ,

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

9 This agreement shall constitute a separate agreement as to each proration unit approved 
by the applicable regulatory authority for a pool within the Contract Area but such proration unit shall not 
indude any producing horizon which Is not vrithin the vertical limits of said pool This agreement shall 
remain in force and effect so long as the Operating Agreement to which it is attached remains in effect 
and shall inure to the benefit of and be binding upon the parties hereto their heirs, successors legal 
representatives and assigns



EXHiBrr f

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

Corporation at at as Non-Operators

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

1) The Operator win not discriminate against any employee or applicant for employment because of 
race color religion sex or national ongm The Operator will take affirmative action to ensure that 
applicants are employed and that employees are treated during employment without regard to 
their race odor religion sex or national ongtn 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 Uxs nondiscrimination clause

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

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

4) The Operator vail comply with alt provisions of Executive Order 11246 of September 24 1065 
and of the rules regulations and relevant orders of the Secretary of Labor

5) The Operator will furnish all Information and reports required by Executive Order 11246 of 
September 24 1065 and by the rules, regulations and orders of the Secretary of Labor or 
pursuant thereto and wfll 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 roles, regulations and orders

6) In the event of the Operator’s non-compliance with the non-discnmination 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 roles regulations or order of the Secretary of Labor eras 
otherwise provided by law

7) The Operator will include the provisions of paragraphs (1) through (7) In every subcontract or 
purchase order unless exempted by rules, regulations, or orders of the Secretary of Labor issued 
pursuant to Section 204 of Executive Order 11246 of September 24 1965 so that such 
provisions will be binding upon each subcontractor or vendor The Operator will take such action 
with respect to any subcontract or purchase order as the administering agency may direct as a 
means of enforcing such provisions Including sanctions for non-compliance, provided, however. 
that in the event the Operator beoomes involved in or is threatened with litigation with a 
subcontractor or vendor as a result of such direction by the administering agency the Operator 
may request the United States to enter Into such litigation to protect the interests of the United 
States.

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

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



CERTIFICATION OF NONSEGREGATED FACILITIES

By entering into this contract, the Operator certifies that Operator does not and will not maintain or 
provide for Operator’s employees any segregated facilities at any of Operator's establishments, and that 
Operator does not and will not permit Operator's employees to perform their services at any location 
under Operator's control where segregated facilities are maintained The Operator agrees that a breach 
of this certification Is a violation of the Equal Opportunity clause in this contracL As used In fins 
certfiication is a violation of the Equal Opportunity danse In this contract As used In this certification the 
term “segregated facilities” means, but is not limited to any waiting rooms, work areas rest rooms and 
wash rooms restaurants and other eating areas fame docks, locker rooms and other storage or dressing 
areas parking lots drinking fountains recreation orv entertainment areas transportation and housing 
fadlities provided for employees which are segregated by explicit drective or are In fact segregated on 
the basis of race color religion or national origin because of habit, local custom or otheiwise Operator 
further agrees that (except wrtiere Operator has obtained identical certifications from proposed contractors 
and subcontractors for specific time periods) Operator will obtain Identical certifications from proposed 
contractors and subcontractors prior to the award of contracts or subcontracts exceeding $10 000 00 
which is not exempt from the provisions of the Equal Opportunity dause. The certification may be 
submitted either for each contract and subcontract or for al contracts and subcontracts dunng a penod 
(i e. quarterly semiannually or annually)


