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OPERATING AGREEMENT

THIS AGREEMENT, ¢ntered into by and between Marbob Eneray Corporation

» hercinaRer designated and
referred to s “Operator”, and the signatory party or partics ethier than Opcrator, somctimes hereimller refered to individuntly hercin
as “Non-Op ™, and colleetively as “Non-0, ",

WITNESSETH;
WHEREAS, the parties 1o this agreement are owners of oil and gag leascv and/or oil and gas interests in Uie Tand identified in
Exhibit “A™, and the parties hereto have reached an apreement 1o explore rud duvelop these leases andfor oif and gas interests for the
production of il and gas to the extent and as hercinalter provided,

NOW, THEREFORE, it is apreed as follows:
ARTICLE L.
DEFINITIONS

As used im this agreciment, the following wards aad terms thalf have the meanings herq ascribed to them:

A. The term “oil and gas™ shall mean oil, gas, casingh=ad gas, gas condemsate, and all other liquid or gascous hydrocarbons
ord other ketable sub. produced therewith, unless an intent to [imit the inclisiveness of this tenn is specifically stated.

B. The tarms “oil and pas leasc”, “lease” and “leasehold” shall mean the o and gas fcases coverng lmcis of land
lying within the Contracl Area which arc owned by the parties (o Lhis agrecment.

C. The term “oil and gas intcrests™ shall mean unleascd fee and mineral intecsts in tracts of lend lying within (he
Contract Acca which are ownced by parties to this agreement.

D. The toem “Conlract Arca™ shall mean all of the lands, oil and gas leoschold imtesest: and oil and gas interests imtendod to be
developod and operated for oil and gas purpases under this agreement. Such lants, oil and gas ) aschold interests and oil and gos interesis
are described in Exhibit “A®.

E. The tenn “drilling wnit" shall ncan the arm fixed for the diilling of one wel by order or rule of any slate or
federn) body having authority. §f e drilling unit is not fixed by any such rule or order, a drilling urit shall be the dalling unit as establish-
ed by the pattern of drilling in the Contract Area or as fixed by express agrecement of the Drilling Parti-s,

F. The term "'drillsite” skall inean e oil and gas [casc or interest 0n which a proposed well is (o be located.

G. The terwrs “Drilling Party™ and “Consenting Party™ shall mean a party who agrees 16 joir. in and pay its share of the cost of
uny operation conducted under the provisions of this agreement,

H. The tams “Non-Drilling Parly” and “Nen-Consenling Party” shall mean a party who elects not o participate
in a proposed operalion.

Unless the context otherwise clearly indicates, words used in the sinpular include the plusal, the pluml includes the
singular, and the nculer gender includes the line and the

ARTICLE I}.
EXHIBITS

The following cxhibils, as indicated below and atinched hereto, arc incorporated in ond made a part hereof:

A. Lxhibit A, shall include the following inforimation:

(1) ldensification of lands subject 10 this agreement,

{2) Restriciions, Ifany, as to depths, formations, or substances,

e ges or fractional i af parites o this agrecrent,

(4) Oil and pas leases and/or oil and gas intercsts subject to this agrecinen,

(5) Addresscs of parties for nolice purposes.
B. Exhibit *B”, Form of Lease.
C. Exhibit “C", Accounting Procedure.
D. Eghibit “D", Insurance,
E. Exhibit * E", Oos Balancing Agrecinent
F. Exhibit *F", Non-Discrimination and Cerlification of Non-Segregated Facilities.
G. Exhibit "G, Tax Partnership.
Il any provision of any exhibit, ¢xcepe Exhibits “E™ and “G™. is inconsistent with any provision containe? in the body
of this agrcement. the provisions in the body of this agreement shall peevail.

OCEETAD
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ARTICLE IN.
INTERESTS OF PARTIES

A.  Olland Gas [nterests:
1 any porty owns an oil and gas interest in the Contract Area, thal jntercst shafl be treated for alt purposes of this agreement
and during the term bereof as if it were covered by the form of oil and gas icase attached hereto as Exhibit “B". and the owner thereal

shall be decmed to own both the royally interest reserved in such lease md (he interest of the legsee thereunder,

B.  luterests of Partles In Costs and Production:

Unless changed by other provisions, a)l costs and liabilifies incurred in operations under this agr shall be bome and
yaid, and all equipment and tatevials acquired in operations on the Contract Avea shali be owned, by the parties as their interests are sct
forth in Exlibit “A™. In the same manner, the parties shall also own all production of oil ond gas from the Contsact Area subject to the
payment of royalties to the extent of 19 which sha)l be bomne as hereinafies pet forth,

Regardless of which party hag contributed the lease(s} and/or oil and gas intcrest(s) hercto on which royalty is due and
payabic, each party enlitled to receive a share of production of ol and gas from the Contract Arca shall bear and shiall pay or deliver, or
cause to be paid or delivered, to the exent of its imerest in such production, the royalty amount stipulated hereinabove and shall hold the
other parties free from any liability therefor. Na party shall ever be responsitile, however. on a price basis higher than the price received
by such party, to any other party’s lessor or royalty owner, and if eny such other party’s kssor or royalty owner should denumd and
reccive setiferment on a higher price basis, the party contributing the affected fease shall bar the additions) coyalty burden atibulable 1o
such higher price.

Nothiing contained in this Articlc 111.B. shall be decmed an assi or 3} ofinlevest d hereby.

€. Excess Royslties, Overriding Royalties and Other Paymients;

Unicss chanped by other provisions, if e int=rest of any parly in eny lease covercd hereby is swbject fo any royalty,
overriding royalty, production payment or other burden an production in excess of the amount stipulated in Acticle IILB., such gorty so
burdened shalf assume and alone bear all such excess obligations and shalt indemmnify and hold the other parties hereto harintess rom any
and all claims and deimands for payment assexted by owners af such excess burden.

D.  Subsequently Created Interests:

If amy party should hercafier creale an overriding royalty, production payment or other burden payable out of production
neributable to its working interest hereunder, or if such a burdom existed prior to this agreement nnd is not set forth in Exhibit “A™, or
was not disclosed in writing to all other parties prior to the exceution of this ngreement by all parties, or is not a jointly acknowlodged and
accepicd obligation of all pacties (ony such interest being hereimaf ferred 10 ns “sub ly created interest™ irespeetive of the
fiming of its creation and the party out of whose working imterest the subsequently created interest is derived being hereinaller refered
10 03 “burdeaced party™), and:

1. I the burdened pany is ecquircd under this agreement 10 assign of relinquish ta any other party, or parties, all or a portion
of its warking interest and/or the production attributable thereto, said other party, or partics, shall receive said essignment and‘or
praduction (ree and clear of said subsequenlly created interest and the burdened party shel) indemnify and save said other parly.
or partics, harmless from any and all claims and denands for payinend assated by owners of the subsequently created aterests

and,
2, Ifthe burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Adicle VILB. shall be
fx ble against the subsequently created interest in the same manuer as they arc enforceable against the working interest of
the burdened party.
ARTICLElY.
TITLES

A. Title Exartination:

Title examination shal) be made on the drillsite of any proposed well prior to commencessent of diilling operations or, if
the Drilling Parties so request, title examination shall be made on the leascs and/or oil and gas interests included, or planned to be includ-
ed, In the drilling unit around such well, The opinfon will include the hip of the working Interest, minenals, royalty, overriding
royalty and peoduction pay under the applicable lcases. At the titne a well is proposed, cach pariy ibuting Icases and/or ofl and
gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts {including federal lease status
reports), title opinions, tile papers and curative material in its passession free of charge. All such information not in the possession of or
made available 10 Opentor by the parties, bul necessary far the examination of the title, shal! be obtained by Operator. Operatos shall
cause tille to bs examined by attomeys on Its siaff or by cutside sitomeys. Copies of eil titk opinions shall be furnished 1o each party
bereto, The cost incurred by Operator in this title program shall be bome as follows:

O Option No. 1; Costs incurred by Operator in p ing ab and title ination {including peeliminary, suppl 1
shut-in gas royalty opinions and division order Gitle opinions) shall be 2 part ol the administrative overhead as pravided in Exhibit “C™,
and shall not be a dircet charge, whether performed by Operator’s sin ¥ attomeys or by outside atlomeys.

-2-
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ARTICLE IV
continued

Option No. 2: Costs incurred by Opemtor in procuring nhsiacts and fees paid outside altomeys for title examination

(inctuding preliminory, ), shut-in gas royalty opinfons and division order title opinions) shall be borne by the Drilling Partics
in the propertiou Ihat the interest of cach Drilling Party bears to the total interest of all Drilling anes as such interests appear in Ex-

hibit “A™. Operator shalt make no charge for secvices rendered by its sl or other p | in the performancs of the above
fimetions.

Each pary shafl be responsible for sceuring cumtive malter and pooling d or agy roquired in e
with leases or cil and gas interests contributed by such party. Operator shall be responsible for the p ion and g of pooling
designaticns or declacatiois as well as the conduc! of hearings helore p ! ics for the ing of spacing or pooling orders,
This shall not preveat any party fram appearing on its own behalf ot any such hearing.

Ne well shall be drilled on the Contract Area until afier (1) the title to the drillsitc or drilling unit Tas been examined as obove
provided, and (2) the fitle has been app d by the ining or tile has been accepied by all of the parties who are to par-
ticipate in the drilling of the well,

B. Lossof Title:

1. Failure of Tile;  Shiould any oil and gas interest or lease, or interest thercin, be lost through Rilure of title, which fnss resulis in a
reduction of interest from that shown on Exhibit “A", the party contributing the affected lcase or interest shall have ninety (90) days
from final delerninalian of title failure to require a new loase or other instrument curing the entirety of the fitle failure, which acquisi-
tion will ot be subjoct 10 Article VIILB., and failing to do so, this agr , acveriheless, shafl coalinue in foree ay lo alt remaining oit
and gas Jeascs amd interests: and,

(a) The party whose oil and gas lease or interest is nffected by the title fatlure strll bear nlone the entire foss and it shall not be
entitled fo recover from Opcrator or the other partics any development or operating costs which it may have theretolore paid oc incurred,
but there shall be no additional liability on its part to the other pamc hereto by reason of such title filure;

(b) Thee shall be no retroactive adj of d or ived from the operation of the interest which has
been losi, but he interests of te partes shall be r:nsed on an acreage basis. as of the time it is dolermived finally that Gitle faikare s oe-
curred, 50 that the interest of the party whose lease oc interest is affected by the title Biture will thereafter be reduced in the Contract
Arca by the amount of the interes! lost:

(c} If the proportionatc interest of the other parties herelo in any producing well theretofore drilled on the Contract Area is
increased by reason of the litle failure, the party whose title has failed shall reccive the proceeds altributable to the increase in such in-
tevest {less costs and burdens aliributable thereto) until it has been reimnbursed for unrecovered costs paid by it in conncction with such
well;

{d) Should any person not a party to this agreemenl, who is detormined to be the owner of any intarest in ihe fitle which has
failed, pay in any wanner any part of the ¢ost of opcration, devel oF equip such amount shall be paid 3o the party or pasties
who bore the costs which arc sa refunded;

(e) Any lisbility o nccount (o a third party Tor prior production of oil and gas which arises by reason of tithe failure shalt be
borne by Lhe party or partics whose title filed in the same proportions in which they shared in such prior production; and,

(D No chacge shall be made to the joint account for Tagal expenses, fees or salaries, in connection with the defense of tha interest
claimed by any party hercto, it being the intention of the partics herein that cach shall defend title 16 its interest and bear oll expenses in
conaection thaewid:.

2. Loss by Moa-Payment or Crroncous Pavment of Amount Buc: I, through mistake or oversight, any rcntal, shut-in well
payment, minimum toyalty or royalty payment, is not paid or is erroneously paid, end as a result a lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make sucli payment. Unless (he party who biled 1o make the required
paymen secures a new lcase covering the same interest within niacty (90) days fom the discovery of the Gilure W0 1mke proper payment,
which acquisition will not be subject to Article VIILB., the Intcrests of the parties shall be revised on an acreage basis, effective as of the
date of termination of the lease involved, and the party who failed to make proper payment will no longer be credited wilh an intorest in
the Coniract Area an account of ownership of the Jease or interest which has teeminated. In the cvent the party who failed to make the
requived payment shall not have been [ully reimbucsed, at the time of the loss, foin the proceeds of the sale of oil and gas atiributablc 10
the Jost interest, calculated on an acreage basis, for the devet and op g costs ¢ paid on accoun of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but nat for its share of the cost of any dry Jole previously drilled
or wells previously abandoued) from so inuch of the foll g as is y to effect reimb

(3) Proceeds of oil and gas, less operuling cxpenses, theretofore accrued to the eredit of the lost intarest, on an acreage basis,
up 1o the amount of uncecoverd costs;

Y £

(b) Procceds, less operali h fler accrued amributablo to the lost interest on an acreage basis, of that pestion of
oil and gas therealter producnd and mnrkmﬂi (excluding production fromn any wells thersafter deilled) which, in the absenco of such lease
termimation, would be atiributble (o the lost interest on an acreage basis, up to the amaount of unrecovered sosts, the proeceds of yid

portion of the il and gas Lo be contributed by the other parties in proporlion te their respective interast; and,
(<) Any monies, up to the amount of unrecovered costs, that may be paid by any party wha is. or becomes, the owner of the interest
tost, for the privilcge of porticipating in the Contract Area or becoming a party lo this agreement.

3. Other Losses:  All losses incurred, other than those set forth in Anicles JV.B.1. and IV.B2. above, shall be joinm losses
and shall be bome by all partics in propertion to their intecests. Theee shall be no readj of i s in the postion of
the Contract Arca.
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ARTICLE V.
OPERATOR
A.  Designation and Responsibilities of Operator:
Marbab Enarqy Corporation shall be the

Operator of the Coniract Area, and shall conduct and direst and have full control of alf aperations on the Contract Arca as permitted and

requircd by, and within the timits of this agreement. It shall conduct all such operations in & good and warkmanlike manncr, but it shall

have no tiability s Operater to the other paities for losses sustained or labilitics incurred, except such as may result from gross
i or wiltful duet

VB

B. Resigration or Removal of Operator and Selection of Successer:

t. Resignafion or Removal of Operalgt Operator may resign et any time by giving wriken notice thercof to Moa-Operniors
If Operator terminates jts logal existence, no longer owns an interest hercunder in the Contract Asea, or is no longer capable of scrving as
Operator, Operator shall be deemed to have resigned without any action by Non-Op except the selection of a Opexator
may be removed if it fails or refuses 1o carry ouf its dutics hereunder, or becomes insolvent, bankrupl or is placed in receivership, by the
effirnalive vote of two (2) or mare Non-Operators owning a majority interest based on ownership 5 shown on Exhibit “A™ remaining
after excluding the vating interest of Openater. Such resignation or removal shall not become cffective unii] 7:00 o°clock AM. on the
first day of the calendar month following the expiration of ninety (90} days oftor the giving of netice of cesignation by Operator or action
by the Non-Qperators 12 remove Qperator, unless a successor Operator has been selected and assumes the dutics of Operatar at an carlier
date. Operator, aflor effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
porate naune or structure of Operator or Irnsler of Opceralor's interest to any single subsidiary, parent or corporation shafl net
e the basis for removal of Operator.

2. Sclection of Successor Operator:  Upon the sesignation or | of Op a Opertor shall be selecied by
the paities. The Op shall be sclected foin the partics owning an interest in the Conlract Area at the time such successor

Operator i§ selectod. The successor Operatur shall be selecied by the affinmative vote of two (2) or more partics owning o majority inicrest
based on ownership as shown on Exlibit “A™ provided, however, if an Opcrutor which has been remnoved fails to vole or voles only to
succeed itsclf, the successor Operator shall be selected by the affirmative vola of {wo (2) or more partics owning a mmjotity interest based
on pwnership as shown on Exhibit “A" cemaining after excluding the voting interest of the Operator that was semoved.

C. Emplayces:

The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of Labor and the
compensation for services performed shafl be determined by Operator, and all such cimployecs shall be the empleyees of Gperatar.

D. Drilling Contracts:

All wells drilied oo the Cunlract Area shall be drilled on a competitive contract basis at the usua! mics prevailiog in the area. [ il s0
desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing
raies In the wiea and the rate of such charges shall be agreed upon by the partics in writing before drilting operations are commenced, and
such work stmll be performed by Operator under the same terins and conditions as are customary and usual in the area in contraels of in-
dependent contractors who are doing work of a simitar aature.

ARTICLE VI.
DRILLING AND DEVELOPMENT

A, Rabtiat weit:

On ar hefore the 1st day of August Jtror) 2009 | Operator shall commence the drilling of a well fur

oil and 845 ot the following location: "
tegal on in 4, 7265, R28E
£a5 ‘b&%‘?\‘& Nowﬁnc:ﬂgg 'R

and shall thereaRer continee (he drilling of the well with due diligencs to
gufficiently tast the Bone Spring formation

unless granite or other practically i ble sub oc condition in the hole, which renders further drilling impractical, is en-

Y P

countered at a Jesser depth, or unless all partics agree to complete or abandan the well at a lesser depth.

Operatar shall make reasonable tests of all formalions cncountered during deilling which give indicetion of containing oil and
gas in fuantities sufficient 10 test, untess this agreement shall be Jimited in ils application 10 3 specific forntation or forinations, in which
evens Operator shall be required to test only the formation or formations to which this agreement may apply.
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ARTICLE VI
continued

i1, in Operator's judgment, the well will not produce oil or gas in paying quantitics, and i wishes to plug and ahandon the
well as a dry hole, the provisions of Arlicte VI.E.1. shall thereafier apply.

B.  Subsequent Operations:

L. Pronosed Opemtions: Should any parly hereto desive to dill any well on the Contract Arca other than the well provided
for in Article VI.A., oc to rework, decpen or plug back a dry bole drilled at the joint expense of all parties or a weli joindy owned by all
Use pantles and not then producing in paying quantitics, the party desiring to drill, rework, deepen or plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-
tion and the estimated cost of the operation. The parties recciving such a notice shall have thirty (30) days after reccipt of the notice
within which to notify the party wishing to do the work whether they elect 1o padticipate in the cost of tlie proposed opesation. If a drill-
ing rig is an location, notice of & proposal to rework, plug back or drill deeper may be given by lelephone and the response period shall be
timited 1o forty-¢ight {4B) hours, exclusive of Satwrday, Suntlay, and legal holidays. Failurc of a party recciving such notice to reply within
the period above fixed shall constitute an clection by thal pasty not Io pasticipate in the cust of the proposed operation. Any notice or
responsc given by tefcphone shall be proinpily confirmied in wiiting.

I all parties elect o participate in such a proposed operation, Operator shall, within ninety (90) doys ofter expirstion of the notice
peried of thirty {30) days (or as promptly as possidle after the expiration of the forty-eight (48) hour period when a drilling rig is on loca-
tion, us the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense af alf par-
ties hereto; provided, 1 . said date may be extended upon written notice of same by Opcmtor to the other pacties,
for a period of up 1o thirty (30) additional days if, in the sale opinion of Operalor, such additional Gime is reasonably necessuy to obtain
pennils from governmenlal authoritics, surface rights {including rights-ol-way) or appropriate drilling equip or to plete title ex-
aminalion or cutalive makter required for title approval or p Notwithstanding the force maj provisions of Article XI, if the
actual aperation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and
if nny party herelo siill desires to conduet said operation, written notice proposing same must be resubinitted 1o the other panties in accor-
dance with the provisions hercof os if no prior proposal kad been made.

2, Qperations by Less than All Pacties: IF any parly receiving sucli notice as provided in Adticle VIB.J. or VII.D.1. {Option
Na. 2) ¢lects not to parlicipaic in the proposed opemtion, then, in order to be entitied to the benefits of this Anicle, the pany or padies
giving the notice and such other parties as shall eleet to participate in the operation shall, within ninety (90) days aflec the expiration of
the notice period of thirty (30} days (or 8 promptly as possible after the expiration of the fosty-eipht (48) hour period when a drilling rig is
on location, as the case may be) actually the p d ion and it with due diligence. Opemtor shall perform atl
wark for the account of the C ing Partics; provided, h , if no drilling rig or other cquipment is on locution, 2nd if Opesator is
2 Non-Consenling Party, the Consenting Partics shall cither: (2) request Operator to perfonn the wark required by such propased opera-
tion for the account of the Consenting Partics, or (b} designate one (1) of the Conscating Parties as Operator to perform such work. Con~
scnting Parties, when conducting operations on the Contract Arca pursunnt to this Asticle VI.B.2., shall comply with oll terms and con-

ditions of this agrcement.

If less then all partizs approve any proposed operation, the propesing party, immediately after Lhe expiration of the applicable
nolice period, shall advise the Consenting Partics of the total interest of the parties approving such opsration snd ity recommendation as
lo whether the Consentlng Parlics should praceed with the operation as proposed. Each C ing Party, within forty-cight (48) hours

{exclusive of Sarday, Sunday and {cgal holidays) aflor roccipe af such notice, shall advise the proposing party of its desire to (a) Jimit pac-
ticipation 10 such party's interest as shown an Exhibit “A" or (b) carry its proportionate part of Non-Consenting Partics® intcrests, and
failure to advisc the proposing party shall be deemed an eleetion vader (a). In the event o drllling rig |s on location, the time pennitted for
such 2 rospouse shall noy exceed a total of forty-eighe {48) hours (inclusive of Saturdsy, Sunday and legal holidays). The proposing party.
atits election, may withdmw such 1§l there s & and shall p

I, et 1

pely notify all parties of such decision.

ient p

The entire cost and risk of conducting such operations shall be bome by the Consenting Partics in the propacions they have
ciccled 1o bear saine under the terms of the | ding paragraph. Ci ing Partics shall keep {he leasehiold estates involved in such
operations ftee and clear of all liens and encumbronces of every kind created by or adsing from the operations of the Consenting Parties.
If such an opevation resufts in a dry hole, the Conseating Padtics shall pheg ond abandon the well end restorc the surface tocotion o3 thelr
solc cost, risk and expense. 1F any well drilicd, seworked, deepened or plugsed back under the provisions of Uiis Article results i a pro-
ducer of oil and/or pas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole cost and risk,
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ARTICLE Vi
continued

aad the well shall the be tumed over to Opaator and shall be 2perated by it at the expense and for the nccoum of the Consenting Par-
ties. Upon commencement of operations far the drilling, reworkit-g, deepening or plugging back of any such weil by Consenting Pantjes
in accovdance witl the provisions of this Article, ¢ach Non-Consenting Party shall be deemed to have rdinquished t¢ Consenting Parties,
and the Consenting Parties shall own and be entitled to receive, in propoction 10 their respective interests, all of such Non-Conscnting,
Party’s interest in the well and share of production thérerom untit the proceeds of the salc of such share, calculated o1 the well, or
arket value thereof if such sharc is not sold, (afler deducting proauction laxes, excise faxes, royalty, overriding royalty and other in-
\evesis not excepted by Article 111.D. payablo out of or measured by the produgtion from sueh well accruing with respect to such interest
until it revets) shall equal the total of the following:

(8) 200% of cach such Nou-Consenting Party’s share of the cost of any ncwly acquired sucface oquipment beyond the wellhead

conmestions (including. but not limited to, stock tanks, treaton:, pumping equip and piping), plus 200% of cch such
Nen-Consenting Party’s share of 1he cost of operation of the well ivg with first production and continuing unti! each such Non-
C ing Party's relinquished interest shall revert to it under ather prwisions of dhis Atticle, it being spreed thot each Non-

Conscnting Party's share of such costs and equipinent will be that interest wiich would have been chargeable o such Non-Cansenting
Party had it participated in the well from the bepinning of the operations: and

p of drilling, ing, deepening, plugging back, testing ond completing,

ing any cash contributions received under Asticle VIILC.. and 500 % of that portion of the cost af newly acquired cquip-
ment in the well (ta and including the wellhead connections), which would have been clargeable 1o such Non-Consenting Party if it fad

panticipated thevein

(b) 500 __ % of that portion of the costs and

A

after

See first paragraph of Page 62

An election not to participate in the drilling or the despening of 2 well shall be devined an election nol 10 participaie in any re-
warking ar plugging back opemtivn propased in sach 3 well, or portion theveof, 1o which f1c mitial Non-Consent election applicd that is
conducted a{ any time prior to full recovery by the Consenling Parties of the Non-Consenting Party's recoupment account. Any such
reworking or plugging back opcrati hected during the recoup period sholl be decind part of the cost of operation of said well
and (here shall be added to the sums to be recouped by the Consenting Partics onc hundred pe.cent (100%) af that portion of the cosls of
the reworking or plugging back operation which would Imve beer chargeable 10 such Non-Conenting Porty had it participaled therein 1€
such a reworking or plugging back opcration is proposed during such r period, the provisions of this Anicle VI.B, shall be ap-
plicable as belween said Consenting Partics in said well,

Seo second paragraph of Page 6a

During the perind of time Consenting Parties arc onlithed to receive Non-Consenting Paty’s share of production. or the
proceads therefrom, Consenting Padics shall be respansible for the pay of all producti , excise, gathering and other
1axes, and all royalty, overriding royalty end other buvdens applicable to Non-Consenting Porty"s shere ¢ f production mot excepted by Ar.
ticte [1L.D.

In the case of any rewarking, plugging back or decper diilling operation, the Consenting Portics shsll be permitted 1o use, fee
of cost, all casing, Lubing and other equipment in the well, but the ownership of all such equip shall re nain unchanged; and upon
abandonment ol o well alter such reworking, plugging back or decpor drilling, the Consenting Partics shall o2count for all such equip-
ment Lo the owners thereof, with each party receiving its proportionate part in kind or in vahie, less cost of salvage.

Within sixty (60) days afier the campletion of any opuration under this Article, the party conducting tle opaations for the
Conseting Parties gholl Atmish cach Non-Consenting Party with an i y of the equip n and d 10 tie weli, and an
itemized statement of the cost of drilling. deepening, plugging back, testing, complating, and equipping the well for pinduction: o1, ot its
option, the operaling party, in lieu of an itemized siatement of such costs of operatian, oy submit a detailed statemem of monthly bit)-
ings. Each wmonth tiereafer, dusing the time the Consenting Parties are being reimbursed as provided above, the party conducting the
operations for the Consenting Partics shall [umish the Non-Consenting Panies with an itemized siatement of all costs an Habilities in-
curred in the operntion of the well, wopether wilh a siatement of the quuntity of oil and gas produced Fom it and (he amount of procecds
realized from the sale of the well's working interest production during the preceding month. In determining the quontity of %il and gos
produced during any month, Consenting Parties shall use fudusiry accepted methods such as, bul nol Jimiled 1o, metering or periodic
well tesis. Any amount realized [rom the sale or other dispesition of equipment newly acquired ia connection with any such epcration
which would have been owned by a Non-Consenting Party hud it participated therein shall be eredited against the total nretumed costs
of the work done and of fhe equipment purchased in determining when the intcrest of such Non-Consenting Party shall revert to it as
obove provided; and i there is a credit balance, it shall be paid 1o such Non-Consenting Party.

Sa# third parapraph of Fage 6a

.6
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ARTICLE V1
continued

Notwithstanding any language under Articla VE.B. to the cantrary, in any wsll in which a completion attempt
may ha mada at more than one depth, each party who participated [n the initlal operations herato shall have the right fo
make a separate oleclin‘n as to each inlerval In which a complstion is proposed. Should a party hereto elect not to

3 participate in a % altempt as to any one interval, then those parties who elact ta particl in tha pl
4 Bitempt as 1o that Interval, shall, in the proportions they have elected to bear, share all costs, risks and expenses of
such pleti pt. Aay r F t of said exp shall ba made solely from the production attributable to

: that interval.

7
3 Gas production attributable to any Nan-Consenting Parly's relinquished Interest upon such Party election
shall be sold to its purchasey, if available, undar the terms of its existing gas sale contracl, Such Non-Consenting Party
9 shall direct lts purchaser to remit the proceeds receivabla from such sale direct to the Consenting Partles until the
t0 amounts provided for in this Article are recovarad from the Non-Consenting Parties ralinquished interest. If such Nen-
11 Censenting Party has not contractad for sale of its gas at the time such gas is available for delivery, or has not made
the sleclion as provkied abeve, the Consenting Parties shall own and be eatitled fo recelve and sell such Non-
12 ¢onsenting Party's share of gas as hereinabave provided during the recoupmeant period.
i3

14

Notwithstanding any provisions to the contrary in this or any other agr t, 2 Non-C. ing Parfy, upon
13 notice in the writing to Oparator, andlor any party carrying afl or part of the non-consanting interast shall have the right
16 at all times and from time to time within two (2} years of the date it rocelvad notice that payout has ocourmd, to audit
17 Operator's andfor samrying party’s accounts and records relating to or connected with its cperations on the Contract
18 Area or on land pooled therewith, regardless of whan such operations were d
19

20

A
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24

25
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ARTICLE VI
continued
If and when (e Consenting Partics recover from a Nan-C ing Paty's relinquished interest the amounts provided for above,
the retinquished interests of such Non-Ci ing Pacty shal) ically revert to i, and, frot and afer such reversion, such Non-

Consenting Farty shmll own the same interest in such well, the material and cquipment in or portaining thereto, and the production
therefow as such Non-Consenting Party would have been entitled 1o had it participated in the drilling, revorking, deepening or plugging
back ol said well. Theraafter, such Non-Cansenting Party shall be charged with and shall Fay its proportionate part of the further costs of
the operation of said well in accordance with the tenms of this agy and the A ing Proced! hed hieveto,

Nelwilhstanding the provisions of this Anlcle VLB 2., it is agreed that without the mutual consent of oll parties, no wells shall
be compleled in ar praduced from a source of supply from which a well located elsewhiare on the Conunet Area is groduciog, unless such
well conforms to the then-existing well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsocver to the drilling of the initial well described in Adticle Vi.A.
excepl {a) as to Article VI1.D. 1. (Option No, 2), if sclocted. or (b} as to the reworking, deepening and plugging back of such initial well
after if has been drilied to the depth specified in Article VLA, if it shall therealter prove to be a dry hole or, if inilially completed for pro-
duction, ceases o procluce in paying quantities.

3. Stond-By Time: When o well which has been drilled or decpencd has reached its authorized depth and alf tests have boen
comnpleted, and the results thereof furnished 10 the parties, stand-by costs incurred pending response to a party’s nolice proposing a
rewarking, deepening, plugging back or completing operation in such & well shall be charged and bore as part of the drilling or deepen-
ing operation fust campleted. Smnd-by costs subsequent to all parties responding, or cxpiration of the resp time permitted, whichever
firsL accurs, ond prior to agreement aa to the pacticipating i of atl C ing Partics {0 the lerms of the second pram-
malical paragraph of Anticle V1.B.2., shall be charged to and bome as part of Uie proposed operation, but if (he proposal is subscquently
withdrawn hecause of insufficient participalion, such sland-by costs shall bie all d b the C ing Partics in the proportion
each Consenting Party's inlerest as shiown on Exhibit “A™ bears to the tolal interest as shown on Exhibit “A” of all Consenting Par-
ties.

4, Sidoracking: Excequ as hercinofier provided, those provisions of this ag pplicable 1o a “decpening' operation shall
also be opplicable 10 any proposal 1o directionally convol and intentionally deviate a well fom vertical so as to change the bottom hole
tocation {herein call “sidetracking™), unless done to siraiphicn the fole or to deill osound junk in the hale or hecsuse of other
mechanical difficultics. Any party having the right to participate in a proposed sidetracking op that does not owa an interest in the

affecied well bore al the lime of the nofice shall, upon ctecting to participate, fender {0 the well bore owners its proportionate share {equal
Lo its interest in the sidetracking operation) of the valuc of that pertion of the existing well bore (o be utflized as follows:

(a) If the proposal is for sid g an existing dry hote, rcimb shall be on the basis of Lhe aclual costs incurred in

the initial drilling of the well down 1o the depih at which the sidetracking operation is initiated
(b) {f the proposal is for sidciracking a well which has previgusly producod, imb shall bc on the basis of the well's
salvable materials and equipment down to the depth at which the sidetrack jon is inftiated, determined in aecordance with the

provisions of Exhibit "C™, Jess the esti; d cost of satvaging and the estis

! cost ot plugginp and abandoning.

{1 the cvent that notice for 8 sidetracking cpemtion {s given while the dsilling rig to be utilized is on location, the response period
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and lepa! holidays; provided, howaver, any party may request and
receive up o cight (8) additional days alter expiration of the forty-eight (48) hours withinn which to respond by paying for all stand-by time
incurred during sueh extended response period. I mare than one party clects to take such udditional time w respond to the notice, stand
by cosis shall be allocated between the panties taking additional time 10 respond on a day-to-day basis in the proportion cach electing par-
ty's interest os shawn on Exhibit “A™ bears 1o the tatal interest as shiown on Exhibit *A™ of all the electing paries. in oll other in-
stances the resp peviod to a proposal for sidetracking shall be limited to dhlsty (30) doys.

C. TAKING PRODUCTION IN KIND;:

Each parly shall /h laa‘lf(g mf g or sepacately digpose of its pmpomonalc share of al! il and gas produced from the Contract Area,
exclusive o production which may be used in devek and pr and in preporing ond treating oif and gas for
markating purposes and production unavoidably Jost. Any exir expenditure incurred in the taking in kind or scparate disposition by any
party of its propartionate share of the production shall b bome by such party. Any party taking its share of production in kind shall be

5 Op

.-
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256 govenmental agencics, dafly drilling reports, well logs, tank tables, daily gauge and cun tickets and reports of stock on hand at the first of
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ARTICLE V1
continued

982

required Io pay for only its propontionate sharc of such part of Operntor's surface facilities which it uses.

[

2

3 Each party stall execule such division orders and contracts as may be necessary for the sale of ils interest in peduction Gom
4 the Coulract Area, and, except as provided In Anicle VILB., shall be entitled 1o receive payment diccetly rom the purchaser therenf for
5 its share of all production.
[
7
8
9

In the event any party shall fail to smake the smangeinents necessary to take in kind or scparately dispase of its proponionate share of
the oil produced from the Cortmact Arca, Operator shall bave the right, subjcet to the revocation at will by tho party owning i1, but not
the obligatiom, 1o purchase such oil or s¢ll it to others at any tine and fom time Lo time, for the account of the non-aking party at the

0 best price obtainable in the area for such production. Any such pwctase or sale by Operator shalt be subject always to the right of the
11 owner of the production to exercise at any time its right to ke in kind, or separately dispose of, its share of all oil ol previously
12 delivered lo a purchaser. Any purchase or sale by Operator of any other party’s share of oil shal be enly for such reasonable periods of
13 time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess
14 ofanc(l) year.

16 In the event on¢ or more parties” sepacate dispesition of s share of the gas causes split-steam delivaies 1o seporate pipelines andior
17 deliveries whicl on 2 day-to<day basis lor any reason are nol exactly cqual to 2 party’s respeclive praportionate share of tolal gas sales to
18 be allocated to i, the balancing or eccounting between Ihe respective accounts of the pacties shall be in d with any gas hat,

19 agreement between the parties hercto, whether such an ogreement is attached as Exhibit “E™, or is a separatc agreement.

20 **See Balow
21 D.  Acecis to Contract Arca and Informatian:

22

23 Ench party shal! have access to the Contract Ared at all reasonable times, a1 its sole cost and risk to inspect or observe operations,

24 and sholl have aceess at reasonable times to information penaining to the develop or operation {hereof, including Operator's books
and records relating thereto, Operatar, upon sequest, shall fumnish each of the other parfies with copies of all forms or reports fited with

-

28 gathering and Rumishing information to Non-Operator, other than (hat specificd above, shall be charged to the Non-Operator that re-
29 quests the Informalion.

30

3} E. Abandenmeat of Wells:

32

1 t. Abandoniment of Ory Holes: Except for any well drilled or deepened pursuant 1o Arliele VI.B2., sny wdl which has been
34 drilled or deepencd under the terms of this agr and is proposed 1o be completad as a dry hole shall not be plugged and abandoned

35 without the consent of all parties. Should Opcrator, after diligent ¢ffort, bo unable tv contact any panty, or should any party fail to reply
36 within forty-cight {48) hours {exclusive of Saturday, Sunday and lega! holidays) aller reecipt of notice of the propasal to plug and abandon
37 such wcll such party shall be deemed to have consented to e proposed abandonment. All such wells shall be plugged and abandoned in
38 with applicable regulaticus and at the cost, sisk and expense of the panties who pacticipated in the cost of drilling or deepening
39 such well, Any purty who objects 1o plugging and abondoning such well shall have the right to take over the well and conduct further
40 operations in search of oil andor gas subjuct (u the provisions of Asticle V1.B.

4

42 2. Abandonmeni_of Wells that_have Produced: Except for any well in which a Non-Conscni operation has been conducied
43 hereunder for which the Consenting Partics have not been fully reimbursed as herein provided, any well which has been completed as a
44 producer shall not be plugged and abandoned without the consent of all partics. If all parties consent ¢a such abandonmcnt, the well shall
45 be plugged and abandoncd in . with applicable regulations and at Lhe cost, risk and expense of all the partics herlo. [f, within
46 thirly (30) days afier receipt of notice of the proposed abandonment of any well, all partics do not agree to the abandoament of such well,
47 those wishing to continue its opertlion [rom the interval(s) of the formation(s) then open to production shall tender to cach of the other
43 paties its proporiomate share of the value of the weil's mivable imterial and cquip detennined in L with the provisions of
4% Exhibit “C", less the estimated cost of salvaging and (he cstimated cost of plugging and abandoning. Each abandoning party shall assign
50 the non-abandoning partics, without warranty, express or implied, as to tille of as to quantity, or fitness for use of the equipment and
51 materinl, all oF its interest in the well and refated equipment, logether with its intcresi in the Jeasebold estate as to, but only as 1o, the in-
52 terval or intervals of the formation or formations then open 0 production. Jf the intevest of the abandoning party is or includes an ofl ond
$3 gas interest, such party shatl execute and deliver (o the non-abandaning party ar parties an olf and gas leasc, limited to the intarva) of in-
54 tervals of the formation or forimations then open to production, for o term of one (1) ycor and so long therenller as oil and/or gas is pro-
55 duced from the inteyval or intervals of the formation or formotions covered thereby, such lease 10 be on the form anachcd as Exhinit
36

57w Natwnhstandmg any provision 1o the conlrary to this or any other agreement each party shall have the right at all

58 times aad from tima to time, upon wnuen mmu, to audit all 0( taking party and/or operator's records and accounts
59 relatod to or In fon with prod: tlon of p; lon from the contract area. Auditing of settlement
60 records shall also be applicable if taking party nndlor oporalor d-stnhuus procaads to the auditing party.

18

62
63

&4

3]
66
67
68
&%
70

1=

o

w

C 002178



W DA W N -

(g
Iy

~N
3

W
-

5l

61
62
63

a5
66
67
63
69
0

5 ' G [
A.AP.L.FORM 610 - MoDEL FORM OPERATING AGREEMEN’i‘ ‘1982
ARTICLE V1
continued

“B". The assignments or leuses so limited shul} encompass the “drilling unit" upon which the well is located. The payments by, and the
assigninents or leases to, the pssignees shall be in a ratio based upon the relationship of their respective percentage of participation in the
Contenct Arca to the aggregate of the percentsges of participation in the Contract Area of all assiprees. There shall be no readjustment of
interests in the remaining portion of the Contract Arca,

Thereafier, abandoning parties shall have no further responsibility, liability, or interest in the eperation of or production from
the well in (he interval ar intervals then open other than the royalties retained in any lease made under the tavms of this Article. Upon re-
quest, Operator shall continue to operate the nssigned well for the account of the non-abandoning parties at the rates and charges con-
templated by this sgreement, plus any additional cost and charges which may arise as the resuli of the separate ownership of the assigned
well. Upon proposed abandonment of the producing intcrval(s) assigned or leased, the assignor or lessor shall then have the option to
repurchase its prior interest in the wel! (using the same valuation fornula) and participate in further perations therein subject to the pro-
visions hereof.

t of Noa-Consent Opcrations; The provisions of Article VLE.). or VLE2 above shull be applizable as betwsen
Conzenting Parties in the event of the proposed sbandonment of any well excepted Gom said Aricles; provided, however, no weli shall be
permanently plugged and abandoned unfess and until al] parties having the right to conduct further aperations thereli have been natified
of the proposed abandonment and affarded the opportunity to elect to take over the well in dance with the provisions of this Article
VLE.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A, Liabiity of Parties:

The liability of the pattics sholt be several, not joint or eollective. Each purty shall be responsible only for iis obligations, and
shalt be liable only for its proportionate share of the costs of developing and operating the Contract Avex. Accordingly, the liens pranicd
among the pxties in Article VII.B. are given to secure only the debts of cach scuerally. It is not the intention of the pantics to create, nor
shall this agreement be construcd as crealing, 9 mining or olliec pacinership or association, or to render the parties liable as partners.

B.  Liens and Payment Defanlts:

Each Non-Operalor grants lo Operatar & lien upon its oil and gos rights in (he Contract Area, and a security inteest in its sharc
of ol and/or gas when extracted and its interest in all equipment, 10 secure payment of its share of cxpense, together with interest thercon
at the rate provided in Exhibil “C™, To the extent (hat Operator has @ scrurity interest under the Unilorm Commercial Code of the
state, Operator shall be entitled to excrcise the rights and remedies of a secured party under the Code. The Winging of a suit and the ob-
nininp of judgmem by Operator for the sccured indebtedness shall not be deemed an clection of reincdies or otherwise affect the Hen
rights or securily interest as security for the payment thercof. In addition, upon defaull by any Non-Qperator in the myment of its slare
of eapense, Operalor shall have the right, without prejudice to other righls or remedies, to collect from the purchaser the proceeds rom
the sale of such Non-Operator’s share of oft and/or g3 until the amount owed by such Non-Operror, plus interest, has been paid. Each
purchaser shall be entitied 1o rely upon Opeaator’s written statement concerning the amount of any defsult. Operator grants a tike lien

and security interest to the Non-Operators ta secure pay of O ‘s

P POf

share of expense.

1f any party fails or is unable o pay its share of expensc within sixty (60) days ofler rendition of a statement therefor by

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

the {ntszest of each such party bears to the interest of all such partics. Each party 5o paying its share of the unpaid amount shall, 10 obtain
{mibx thereol, be d to the security rights described in the loregoing paragraph.

€. Paymuents nad Accounting:

Except 05 herein otherwise specifically provided, Operstor shall prompdly pay and discharge exp il g in the develop
and gpecation of the Coniract Arza purswant to this agreement and sholf chaege each of the parties hereto with their cespective propor-
tionate shares upon the cxpense basis provided in Exbibit ““C*. Operacor shall kecp an accumie recard of the nint account hercunder,

showing expenses incurred and charges and eredits made and received.

Qperator, at its election, shall have the right from time to time to demand and ceccive from the other partics payment in advance

of their respective shares of the estimated nmount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission ta each such party of an itemized of such esti d expense, wgether
with an involce for its share thereof. Ench such statement and invoice fbor the pay in adv of st ] exp shall be submitted

on or befarc the 20th day of the next preceding month. Each party shall pay to Operator its propoetinnate share of such estimate within
fifteen (15) days aller such estimate and invoice is received. Ifany panty fails to pay its share of said estimate within snid time, the amount
due shal] besr interest as pravided in Exhibit “C* unti) paid. Proper adjustment shall be made monthly between advances and actual ex-
pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no inore.

D. Limitation of Expenditures:

1. Drill or Degpen:  Without the consent of all partics, no well shall be drilled oc deepened, excepl any well driltcd or deeponed
pursuant to the provisions of Article VI.B.2. of this agreement, Conseal to tlie drilling or deepening shall include:
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continued

O Qption No. 11 All nccessary expenditures for the drilling or o ing ond cquipping of the well, includi

nccessary tankape and/or surface [cilities.

g, testing,

Opticn No. 2:  All necessary expenditures for the drilling oc decpening and testing of the well. When sush well kos reached its
sutherized depth, and all tesis have been completed, and the resulis thereof fumished to the parties, Operator shall give immediate notice
to the Non-Operators who have the sight 1o participate in the coinpletion costs. The parties receiving such notice shall have forty-eigit
(48) hours (exclusive of Sawrday, Sunday and legal holidays) in which to dlect o participie in the seiting of casing and the completion at-
tempt. Such election, whes 1made, shal! include consent 1o all necessary expendilures for Ure copleling and equipping of such well, in-
cluding necessary tnnkage ondver surface facilities, Failuce of any Pparty ceeciving such notice to reply within the period above fixed shall
coustitute an election by that party not to participate in the cost of the completion attempt. 1 one or mare, but less than all of the parties,
elect to set pipe and to aucmpt a completion, the provisions of Article VLB2. hereol (the phrase “reworking, decpening or plugging
back™ as eontained in Anicle VI.B2. shall be deemed to include “completing™ shall apply to the operations thereafter conducted by less
than all parties.

2. Rework or Flog Back: Without the consent ol all pasties, no well shall be rewerked or plugzad back except a well rewarked or
plugged back pursvant Lo the povisions ol’ Amr.lc VI.B.2. of this agrecment. Consenl to lhe reworking or plupging back of a well shalt
include al) Y expendi in g such opcretions and leting and equipping of said well, incfuding necessary wnkage

and/or surface facilitics.

3. Other Opcrations;  Without the conscat of all paties, Operator shall not undevtake any single project reasomably estimated
10 require an cxpenditure in excess nf twenty-five lhuuggn Dollars (S, 25,000.00 )
excepl in cownection with a well, the drilling, king, dcepening, conpleting, pleting, or plugging back of which has been

previously authorized by or purssant to this agreement; provided, howeves, that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may ke such steps and incur such expenses as in ils opinion are required
to deal with the emergency to safizguard life and properly but Operator, s promptly as possible, shalt report the cmergency (o the other
partics. If Operator prepares on authority for expenditre (AFE) for its own use, Operator shall furnish any Non-Opernior so requesting

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

Dollars (§ 15,000.00 } but Jess than e amount fiest s¢ forth above in this paragraph.

E. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum yoyalties which inay be required under the teras of any lease shall be paid by the
party or parlics who subjected such leasc to this agreement at its or their expense. In the event (wo or inore partics own and have con-
iributed intercsts in the same leasc 10 this agreement, such pafies may designaie one of such partics o wake said paymeats for and on
belia!f of all such pories. Any parly may request, and shall be cndled Lo recelve, proper evidence of all such payments. [n the event of
foilure w0 muke proper payment of any ceatnl, shust-ln well payment or miniinum royalty through miswke or eversight where such pay-
went is required to continue the leasc in force, any loss which results from such non-payment shall be bome in accocdance with the pro-
visions of Article {V.B.2.

Oparator shall notify Non-Operatar of the anticipated completion of a shut-in gas well, or the shutting in or relum to production
of a producing gas wdl, at least five (5} days (excluding Saturday, Sunday and legal holidays), or at the earlicst opportunity permitted by
circumstances, prior lo Gking such aclion, but assumcs ao liability for failurc to do so. In the event of failure by Opaator ta su natify
‘Non-Operator, the loss of any lease contributed heteto by Noa-Operator for failure to make fimely payments of any shut-in well payment
shall be bome jointly by the parlies herclo under the provisions of Anicle IV.B3.

F.  Taxes:

Beginning with the Grst cilendar year after the effective date hereof, Operntor shall render for ad valorem tnxation all propaty
subject 40 this agreement which by law should be rendered for such taxes, ond it shall pay all such taxes nssessed thercon Lefore they
become delinquent. Prior to the randition date, cach Non-Operator shall furnish Operator information as to burdens (lo include, but not
e hmited to. royaltics, overviding royalties and prodi ) en leases and oil and gas intcrests contributed by such Non-
Operatar, §f the lustion nf any leascliold estate is ceduced by reason of its being subject to cutstanding excess royallies, overe
riding royalties or production payments, the reduction in ad valorem laxes resulting therefrom shall inure to the benefit of the owner or
owners of such leaschold estae, anc Operator shall adjust the charge 1o such owner or ownos so as fo reflect the benefit of such reduc-
tian, IF the ad valorem taxes are based in whole or in pact upon scparate valvations of each party’s wockig inlerest, then notwithstanding
anything to the contrary herein, charges to the joinl account shall be made and paid by the parties hereto In sccordance with the e
value generated by each parly's working interest, Operalor shali bill the other pacties for their proportionate shares of all tax payments in
1he manncr provided in Exhibit “C™.

If Opersar considers any lax a: improper, Op my, ot its discrelion, protest within the thne and Jmannce
preseribed by Jaw, and proseculc the protast to 8 final deterninoiion, unless all parties agree o atondon the protest prior to final deter.
mindtion. During the pendency of administalive or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any
interest and peaalty. Wlhen any such protested assessment shall have been firally deteninined, Operator shalt pay the fax for the joint ac-
count, together with any intcrest and penally tecrued. and the total cost shatl then be assessed against the partics, and be paid by fhem, as
provided in Exhibit C”,

Each party shall pay or cause to be paid sl production, severance, cxcisc, gathering and other taxes inposed upon or with respect
to the production or handling of such paity’s share of ofl and/or gas produced under the lerms of this agreeinent.

-10.
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ARTICLE VII
continued
G.  Insurance:

Al all times while operti are luctod | der, Operator shall ¢omply wilh the workmen's compensutian fow of
the state where the oporations are being conducted: provided, however, that Operator may be a sctf-insures for liability under said com-
pensation kaws i which eveat (he only charge that shall be made to the joint account shall be as provided in Exhibil “C™. Opaaior shall
also camry or provide insurance for the benefit of the joim account of the panies as outlined in Exhibit “D, attached to and made o pan
hercof. Operator shall require all contmctors engaged in work on oc for the Contract Area to comply with the workmen's compensation
law of the state where the operations are being conducted and to maintain such other i 85 Oporator may require.

In the event avtomobile public liability insurance is specified in sald Exhibit “D”, or subscquently receives the approval of the
parlics, no direci charge shall be made by Operator for premiums paid for such i for Operator’s aulomolive equipment.

ARTICLE Vilt.
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A. Surrcader of Leases:

The Jeasts covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be sutreadered in whole
or in part unless all parties consent thereto.

However, should ony party desire to surrender jis imterest in any lease or in any ponion thercol, and the other parties do not
ggree or consen thereto, the party desiring Lo surrender shalt assign, without express or implied warranty of title, all of its interest in
such lease, or portion thereof, and any well, material and equipment which wmay be located thereon and any rights in produciion
thereafier sceured, 10 the pardes not consenling to such swirender. If the Interest of the assigning pauty is or includles an 0i) and ges in-
terest, the assigning party shall executo and deliver 10 the party or pasties not consenting o such suwrender an oil and gos lease coverinp
such oil and gas interest for a term of one () year and so fong therealfler as oil andor gas is produced from the land covered thereby, such
tease w bz on e form amched harcto as Exhibil “B*. Upon such assignment or lcase, the assigning party shall be relieved fram all

hligations thereatt g, but not theretofore accrued, with respeet to the interest assigned or leased and the opaation of any well
aunbulable therelo, and the asslgning party shall have no further interest in the assigned or leased premises and its equipment and pro-
duction other than the rayaltics retoined in any lease made under the teems of this Article. The party assignee or lessee shall pay to (he
party assigrior or lessor tie reasonable salvage value of the Jatiar’s interest in any wdlls end equip attributable to the d or [ens-
ed acreage. The value of all material shal! be delermined in ¢ with the provisions of Exhibit “C", less the eslimated cost of
salvaging and the estimated cost of plugging and atandoning. If the assigmnent or lease is in favar of more than enc panty. the interest
shall e shared by such parties in the proportions that the intercst of each bears to the total intercst of all such parties.

Any assignment, lease or surrender made wnder this pravision shall not reduce or change the assignor's, fessor's oc surendering
party’s intceest ns jt was iminedialely before the assi lease or der fn the balance of the Coniract Asea; and the acreage

assigned, leased or J, and o perations theceon, shall not thereaker be subject to the terins and provisions of this
agreement,

o 1.

B. Rencywal or Extonsion of Leases:

if any parly sccures a rencwal of any oil and gas leasc subject 1o this agrecment, all otlier porties shall be notificd promptly, and
slall have the right for a pedod of thiry (30) days following reccipt of such notice in which to elect ta participate in the ownership of the
renewal lease, insofr os such Jease affcers tands within the Contract Area, by paying to the panty who acquired it their several proper pro-
portionate shares of the acquisition cost allocated 10 that part of such lcase within the Contract Area, which shall be in proportion 10 the
interests held nt that lime by the parties in the Contract Area.

If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall be owned by the parties
wlto elect to participate therein, in a ratio based upon the relationship of their respective pereentage of panticipation in the Contruct Area
to the aggropata of the percentages of participation in the Contract Area of ali parties participating in the purchrse of such 1 dease.
Any renewal lease in which less than al} parties clect to participate shall aot be subject (o this agrecment,

ithaut warrant:
Foch pany who participates in the purchese of o rencwal lease shall be given an assigr v; ar}qx‘l‘s Pprop i interest refn

by the acquiring parly.

The pravisions of this Article shall apply lo rencwal leases whelher they are for the enlire interest covered by the expiring kasc
or cover only A portion of its area or an inlerest tierein. Any renewal Jease laken before the expimtion of ils predecessar lease, or laken or
contracted for within six {6) monihs alter the expiration of the existing lcase shali be subject (o this provision; but any lease taken or con-
tracled for moce than six (§) months after the expitution of an saisting lease shall not be deemed a renewal {cass and sball not be subject to
the provisions of this agreement.

The provisions in this Adticle shall also be applicable to exlcnsions of ol and gas leases.
C. Atreage or Cath Contributions:

Whike this agreement is in force, if any party fora ibution of cash ds the drfling of @ well or any other
operation on the Contract Area, such contribution shall be paid 10 the party who conducted the drilling or other opemntion end shall be

pplicd by it against the cost of such drilling or ather operation. If the contribution be in the form of nereage, the party to whom the con-
iibution is made shall promplly tender an assigament of (he acreage, without warranty of fitle, (o the Drilling Parties in the peoportions

- il -
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ARTICLE Y1
continued

said Drilling Partics shared the cost of drilling the well. Such acreage shall become a Separte Contract Ares and, to the extent possible, be
govemed by provisions identical o this ag; Each panty shall promptly notify alf other parties of any acreage or cash contributions
it may obiain in suppont of any well or any other operation on the Contract Area. The above provisions shall also be applicable to op-
tional rights to camm acreage outside the Contract Area which ase in support of'a well drilled inside the Contract Area,

It eny pany for any ideration vclating o disposition of such party’s share of substances produced herrunder, such
cansidecation shell not be deemed a contribution as contemplated in this Antiele VIILC.

D, Maintenaace of Uniform Jatercsts:

For the purpose of maintaining unilormity of ownership in the oil and pas leaschold i i by (his agr , RO
patty shall sell, encumber, transfer er make other disposition o ils interest in the lcases embraced within the Contract Area and in wells,
equipment and production unless such dispasition covers eitlier

1. the entire imevest of the party in alt lcases and equipment and production; or
2. an equal undivided interest in all lcases 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
and shall be made without prejudice to the right of the ather panties.

I, 3t any lime the inlerest of aay party is divided among aand owned by four or more co-owners, Operator, al its discretion, may
require such co-owners to appoint a single trustee or agent with (Ul authority 4 roceive notices, apprave expenditutes, recelve billings for
ond approve and pay such party’s share of (he joint expenses, and (o deal generally with, and with power to bind, the co-owners of such
pacty’s inlcrest within the scope of e operations embraced in this agreement; however, all such co-owners shall have the right to enter
into and execule all or agr for the disp of their respective shares of the oil and gas produeed from the Contract
Arca and they shall have the right to reccive, ly, pay ofthesaley ds thereof.

E.  Walver of Rights to Partition:

If permitted by the laws of the state or states in whiel the propemty covered hereby is localed, caclht parly hereto owning an
undivided interest in the Contract Area waives any and all rights it may have to partition and have sel aside to i {a severalty its undivided
fnterest therein,
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ARTICLE IX.
INTERNAL REVENUE CODE ELECTION
This agreement is not intended to create, and shall not be construed to create, a relationship of p hip o an

for profit between o among the partics hercto, Notwitt ding any herein that the rights and lisbilitics hacunder arc scveral
and not joint or collective, or that this agr and operations F der shalt not constitute a partnership, if, for federal income 1ax
puIp this agr and the operations lvereunder are regarded as & parmership, cach parly hercby affecied elects to be excluded

from the application of sl of the provisions of Subchepter “K", Chapter 1. Subtile “A™, of the Intermal Revenue Code of 1954, as per-
mitted and authorized by Section 76! of the Code and the regulations promulgated thereunder, Operator is authorized and dirocted to ex-
ecute on behalf of cach party hereby affected such evidence of this election gs may be requirod by the Sccretary of the Treasury of the
Uuited States or (he Federal Intemal Revenue Service, including specifically, but not by way of limitation, afl of the returns, statcunents,
and the data veguired by Foderal Repulations 1,761, Should there be nny vequisement thet cach party hercby affected mive further
evidence of Ihis eleclion, each such party shall execute such documents and fumnish such olher evidence as may be required by the
Federal Internal Revenue Serviee or as may be ¥ 10 evid this clection. No such party shall give any motices or (ake any other
aetion inconsistait with the clection made hercby. 3f any presemt or fiture income fax faws of the state or stales in which (he Contract
Arca is located or any fidure income tax laws of the United States contain provisions similar to thase in Subchapter “K™, Chapler 1,
Subtitle “A", of ihe Jmermal Revenue Caode of 1954, under which an election similar to that provided by Section 761 of the Code is per-
mittad, each party hercby affected shall make such election as may be parmitted or required by such laws. In making the foregping elec-
tion, each such party states that the income derived by such parry from operations hereunder can be adequately determined without the
compuation of partnership taxable incomz.
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ARTICLE X.
CLAIMS AND LAWSUITS
Operator way sellle any single unmsured third pary domape claim or suil arising from operations h der if fhe expendi
docs not exceed fiteen thousand Dollars
[ 15,000.00 ) 2ad i€ the paymen is in complete setlement of such claim or suit. 1fihe amount required for senlement ex-

ceeds the above amount, the partics hercto shall assume and take over the further handling of the claim or suit, unless sush authority is
delegated to Operator. All eosis and expenses of bandling, setiliog. or atherwise discharging such claim or suft shall be at the joint ex-
pense of the parties panticipating ia Ut operation from which the claim or suit arises, [a cloim is made against any party or i any party is
sued on account of any smatter arising from operations hereunder over which such individual has 1o control boeause of the rights given
Qperator by this agreeinca, such party shafl immediately notify oll other panties, ond the claim or suit shall b treated as any other claim
or suil involving operations hereunder.

ARTICLE X1,
FORCE MAJEURE

if any party is rendered unable, wholly or in part, by force majeure to cary out its abligations under this agreement, other than
the obligation 10 make money payments, that panty sholl give to all other parties prompt writicn nolice of the force msjeure with
reasonably full particulars conceming it; thercapon, the obligations of the party giving the notice, so far as they arc affected by the force
majeure, shail be sespending during, but no tonger than, the v of the foree maj The affecied panty shall use all reasonable
diligence (o remove Lhe force majeure situation as quickly as practicabla.

The requirement that any force imajeure shall be died with ait blc dispatch shall rot require the sclllement of sirikes,
tackouls, or other labor difficulty by the pary involved, contrary to its wishes; how alt such difficulties shall be handled shall be entirely
widin the discretion of the party concerned.

The tenn “force mojeurc”, 05 here employed, shall man an act of Gud, strike, Yockaut, or other industrial diswrhance, act of
the public encmy, war, blockad:

public viol, lightning, fie, storm. Nood, explosion, gov | ncon, g 1 delay,
of jnction, unavailability of equipment, and any cther cause, whether of (he kind specifically emumersied abave or otherwise, which is
not reasonably within the control of the party claiming suspension.

ARTICLE XI1.
NOTICES

All notices authorized or required b the pantics and required by any of the provisions of this agreement, unless otherwise
spesifically provided, shall be given in writing by mail o telepram, postage or charges prepaid, or by telex or tedecapier and addressed to
the partics 1o whom the notice {s given ai the addresses listed on Exhibit “A”™, The originating notice given under any provision hereof
shalt be deeined given only when received by the party 1o whom such notiee is directed, and the fima for such party to give any notice in
respanse thereto shall run from the date the originating notice & received. The second or any responsive notice shall be deemed given
whea deposiled in the mail or with the telegraph eompany, with postage or charges prepaid, ar sent by telex or teleeopicr. Each pany
shall have the right to change its address at any lime, and from time to time, by giving written notice thereolio ald other pacties.

ARTICLE XIIL.
TERM OF AGREEMENT

This agreement shall remain in fUll foree and effect as to the oi? and gas leases and/or oil and gas imerests subject hereto for te
period of time selected below: provided, however, no party hereto shall ever be construed as having any right, title or intcrest in or to any
Izase or oil ond gas intorest contributed by any other parly beyond hie tevm of this agyeeinent,

O Opfion No. !: So long as any of the oil ond gos Jeases subject (o this agreement remain er are eontinued in force as to mny part
of the Contract Arca, whether by production, exlension, 1, or otherwise,

B Qption No. 2: In the cvent the well descriticd in Asticle VLA, or any subsequent well drilled under any provision of this

s , results in production of oil and/or gas i paying quantitics, this agreement shall continue in force so long as any such well or
wells produce, or are capable of prod ion, and for an addniona! period of 480 days from ion of al! production; provided,
however, if;, prior to the expiration of such additional period, one or more of the partics hercto are engaged in drilling, ceworking, docpen-
ing, plugging back, lesling or attempting to complete a well or welis h der, this agy shall eontinue in foree until such opera-
tions have been completed and if production reswiy , this agreement shall continue in forte s provided herein, 1a e event the
well deseribed in Asticle VILA., oF any subscquent sell drilled hereunder, results in o dry hole, ond no other well is peaducing, or capable
of producing oil sud/or gas from the Contract Area, (his agreement shall terminate unless drilling, decpening, plugging tack or rework-

ing operations are cominenced within 180 days from the date of abandonment of said well.
It Is agreed, however, that the termination of this agrcement shall not relieve any party hereio kom oy lability which has

accrued or attached prior 1o the date of such termination,

13-
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ARTICLE X}V,
COMPLIANCE WITH LAWS AND REGULATIONS

A Laws, Rogulations and Orders:

This agrcement shall be subject to the cowscrvation laws of the stale in which the Contract Arca is locaied, 10 the vafid rules,
regulations, and orders of any duly constiluted regulatory body of £aid statc; and 1o all other appticahble federol, state. and Jum) laws, or-
dinanccs, rules, regulntions, and orders.

B. Governing Law:

This agreement and all matters pertaining herelo, including, but not limited to, matters of perfarmance, non-performance, beeach,

temedies. procedures, rights, dutics, and interprotation or construction, shall be gavemed and determined by Lhe faw of the state in which
the Contract Area is Yorated. ¥ the Contract Area is in two or more states, the law of the state of New Mexico
shall govern.

C. Regulatory Agencies:

Nothing hercin conuined shall grant, or be construed 1o grant, Opertor the right or authority to waive ar releass any rights,
privileges, or obligations which Non-Operators may have under federal or state laws or pnder rules, or orders promwulgated
under such laws in reference to oil, gas and mineraf operations, including the lacatian, opentien, or prod of wells, on tracts offiset-
ting or edjucent to the Contract Arca,

With respect to operations hercunder, Non-Operalors agree o release Operator from any and al) losses, damages, injurics, claims
and couses of aclion arising out of, incident io or resulting directly or indirectly from Operator's intecpretation or application of rules,
rulingd. regulations or orders of the Depariment of Energy or pred; or gencies (o Ure extent such interpretation or ap-
plication was mmade in good Rith. Each Non-Operator funther agrees to reiinburse Operator for any ameunts applicable 1o such Non-
Operator’s share of produclion that Dpemtor may be required lo refimd, rebate or pry as o resuil of such an incorrect inlerpretation or

spplication, together with interest and peralties thereon owing by Operator asa result of such incorvect interpretation or application.

Noo-Operatoes authorize Operator to prepare and subimit such documents as may be required Lo be submitted Lo (he purchaser
of any crude oil sold hereunder or to any olher person or entity pursirant to the requirements of the “Crude Qil WindGlt Profit Tax Act
of 1980, as same may be amended fram time 10 time (*Act™), and any valid regulations or rules which may be issucd by the Treasury
Depaniment from Lime 10 lime pursuont 1o said Act. Each party hercio aprees to fumish any and all certifications or other infarmation
which is required to be fumished by said Act in a timely manner and [a sufficient detail 1o penmit compliance with said Act.

ARTICLEXV.
OTHER PROVISIONS

A, Priorily of Qperations

Notwithstanding anything herein to the contrary, It is agreed that when a wall drilled under tha tarms of this

Agreement shall have been drilled to the objective formatlon or dorlh and the parties participating in the well

g:nnot mutuatly aar:e upon tha saquence and timing of further operations reganding sald wall, the proposals shall
Idared in the followl

g ordar:

1.

A proposai to to plete the well at alther the objective dapth or objective formation, including
the testing and logging of such well at such depth;

2. A propasal to plug back and attempt o complete said well above the objective formation (if there Is more
than one proposal to plug back, the proposals will be idered in ding ordar);

3. A proposal to deepen said wall in order to attempt a complation below the objeclive formation {if there is
more than one proposal to d the proposals shail be idered in d ding order);

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

B. Notwithstanding any other provisions herein, if during the tarm of this ag a waell Is required to be drilled,
despened, reworked, plugged back, sidetracked, or recompleted, or any other operation that may be raquired in
order to (1) continue a loase or leases in force and effect, or {2) maintain a unitized area or any portion thersof in
force and effect, or (3} earn or praserve and interast in and to oill and/or gas and cther minarals which may be
owned by a third party or which, falling fn such operation, may ravert to a third party, or, (4) comply with an order
Issued by a ragulatory body having jurisdiction in the premises, falling in which certain rights would terminate, the
following shall apply. Should less than a)l parties herets alact to participate and pay thelr proportionate part of
the costs ta be incurred in such cperalion, those partles desiring to participate shall hava the right to do so at
their sole cosd, risk, and exp omplly foll g the ) of such operatlon, @ach of those parties not
participating agree to exocuts and dalivar an appropriate assignment ta the total intarast of each non-participating
party in and to the lease, leases, or rights, LWITED TO THE SRO UNIT DEPTHS, which would have terminatad or
which otherwise may have been preservad by virtue of such operation, and in and to the lease, isases, or rights,
LIMITED YO THE SRO UNIT DEFTHS, within tha balance of the drilling unit upon which the weil was drillad,
axcapting, howavar, wells therefore completed and capabla of praducing in paying quantities. Such assignment
shall be daliversd to the participating parties in the proportion that thay bore the expense aftributable to the non-
participating partles’ Interest. For the purposes of defining a required operation under this provision, such
operation will be desmed required if propased within thirtzen {13) months prior to the date such rights would
terminate.

C. This Operating Agreement dated May 8, 2009 supersedes and replaces any current Operating Agreement covaring
the contract area.
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ARTICLE XVL.
MISCELLANEOUS

This agreement shall be binding upon ond shall inure to the benefit of the portics hereto and to their respeclive hrirs, devisces,
legal representatives, successors and assigns.

This instrument may be exccuted in any aumber of counterpans, each of which shall be considered an exiginal for all purposcs.

B R - I I T

N WITNESS WHEREOF, this agreement shall be clfective as of &th day of May Jyear) _ 2009 .

2 OPERATOR

14 MARBOB ENERGY CORPORATION

17 .
s Rays ..
1 L F

Ko

NON-OPERATORS
PITCH ENERGY CORPORATION THE ALLAR COMPANY
.

27 7 (g
YATES PETROLEUM CORPORATION £G), INC

33 YATES DRILLING COMPANY ABO PETROLEUM CORPORATION

38 MYCOINDUSTRIES, INC. CHESAPEAKE EXPLORATION, LLC

NEARBURG EXPLORATION COMPANY, LLC LEGEND NATURAL GASIIIL.P,

4T

48 DEVON ENERGY PRODUCTION COMPANY LP
49
50
51
52
53
54
35
36
3T
58
59
60
61
62
63
64
65
66
67
-]
69
0

-15.
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RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

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

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

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

EXECUTED this _ 29th day of June ,2009

TRACT(S) See attached Exhibit “B”

YATES PETROLEUM CORPORATION YATES DRILLING COMPANY

By: %’\ & % /// By & y/ﬂﬂ %‘7 Bt/
John Afates, Ir., Attorréy-in-Fag Peytoyf Vate Aﬁ:‘q{y‘lf act

MYC

SV NUNUR W/ 77

Sharon Snowden, Attomey-in-Fact John .?’, /Y ates, Jr., Attomgy—/m-Fact /

iNDUSTR.IES, INC. ABO PETROLEUM CORPORATION

Address: _105 South Fourth Street
Artesia. NM 83210

ACKNOWLEDGMENT
STATE OF NEW MEXICO )
) ss.
COUNTY OF EDDY )
This instrument was acknowledged before me this 29¢rh  dayof _lune . 2009, by John A. Yates, Jr,
Anorney-in-Fact of Yates Petroleum Covporation, and of Abo Petroleum Corporation. New Mexice corporations, on

If ﬁﬁhhﬁfgnryons. /Q../‘ 0 J c_,&/

g NOTARY PUBLIC-ETATE OF NEW MEXKICO Notarv Public ~

My conxmizsiea qhut-——.—..."z 2749
STATE OF NEW MEXICO )
) ss.
COQUNTY OF EDDY
This instrument was acknowledged before me this _29th davof _June , 2009, by Peyton Yates,
Auorney-in-Fact of Yates Dritling Company, @ New Mexico corporation, on behalf of said corporation

8 Panla J. Bokur o NEW MEXICO Notan Public
I NOTANY PUBLIC-STATE

D Lo22208
SSTaTE SRR )

) ss.
COUNTY OF EDDY )
This instrument was acknowledged before me this 29th_dayof __June , 2009, by Sharon Snowden,
Attorney-in-Fact of Myco Industries, Inc., a New Mexico corporation.

Bk [ Pk

OFHCI:L SEAL Notary Public”
NOTARY PUBLIC-STATE 07 NEW MEXICO

My commierion exptrestdidit
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AAP.L FORA

MODEL FORM OPERATING AGREEMENT - 15.,_./

ARTICLEXVL
MISCELLANEOQUS

This sgreement shall be binding upon wad shall fmre 1o the besohit of the parties berelo and 10 theiy rospective hein, devisems,
legei represematives, sucressors and assigns,

‘This Insrument may be executed in any number of counterpans, exch of which ghalt be cansidered an otiginal for oll purproses.

LR IR T T VR

N WITNESS WHEREQF. this agreetmont dull b sffeciive nsof. th dayof _____ May __ .lym)_3009

12 QPERATOR

14 MARBOE ENERGY CORPORATION

u R@;A‘mﬂa

n NON-OPERATORS
PITCH ENERGY CORPORATION THE ALLAR COMPANY
.

27 7 (o v

z: YATES PETROLEUM CORPORATION EG3, N
30 %’-

YATES DRILLING COMPANY ABO PETROLEUM CORPORATION

g

33
I

37

38 MYCO INDUSTRIES, INC, CHESAPEAKE EXPLORATION, LLC
3
0
4
:: NEARBURG EXPLORATION COMPANY, LLC LEGEND NATURAL GAS HI L.P,
“

45

48

a

43 DEVON ENERGY PRODUCTION COMPANY LP

49

~13-
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62
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86
61
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A-AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVY.
MNISCELLANEQUS

This agressnen shall bo bisding upas and shall imvrs © the beneft of the perties hereto and 1o their respeslive heivg, deviseos,
tegal represemativn, suczoascns ard assigns,

This instrument moy be exeruiled in any anmbcr of countrparts, ech of which shafl be considersd arr oslgioel for all purpascs.

N WITNESS WHEREDF. this sgreemen shll be cBicliveasof ____ Qb dapof May _ (yow) _j08% .

OPERATOR

MARRQB ENERGY CORPORATION

>
NON.OPERATORS
PITCII ENERGY CORPORATION TIE ALLAR COMPANY
.
i<
YATES PETROLEUM CORPORATION EGS, INC
YATES DRILLING COMPANY ABOQ PETROLEUM CORPORATION
wa
Chesapeake Explor. f 1/
BIYCO INDUSTRIES. INC. An Oklahoma i mEaNy ? :;

By: =
Henry J. Hood, Senidg Vice
Land and Leoat & General Counsel
UEGEND KATURAL GAS TITL.P,

NIAILIWR(.: EXPLORATION COMPANY, LLC

DEVON ENERGY PRODUCTION COMPANY LP

15
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EXHIBIT “A”

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

. CONTRACT AREA/DEPTH RESTRICTIONS:

Township 25 South, Range 28 East, NM.P.M,
Section 32: E/2E/2

Section 33: ALL
Section 34: S/2

Township 26 South, Range 28 East, NM.P.M.
ALL OF SECTIONS 3-4, 9-10, 15, 17, 20

Section 2 : W/2

Section §: W/2

Section 7 : E/2

Section 8: E/2

Section 16: E/2E/2

Section 18: E/2

Containing 7,360 acres, more or less

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

il. NAME_WORKING INTEREST PERCENTAGES, AND ADDRESSES OF THE PARTIES FOR
NOTICE PURPOSES:

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

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

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

Abo Petraleum Corporation 6.663396%
105 South 4" Street
Artesla, NM 88210

Yates Drllling Company 6.663396%
105 South 4™ Street
Artesla, NM B8210

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

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

Chesapeake Exploration LLC 10.484446%
PO Box 18496

Oklahoma City, OK 73154

TOTAL 100%

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

C 002189
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Exhibit A-1
TRACT NUMBER DESCRIPTION OF LANDS ACRES SERIAL NUMBER EXPIRATION BASIC ROYALTY LESSEE OF RECORD WORKING INTEREST OWNERS Wi Decimal Net Acres
DATE AND PERCENTAGE ;
HIP 25 SOUTH, RANGE 28 EA:
1 Section 32: E/2E/2 160 VB-0575 8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 0.18322480 29.315968
ABO Petroleum Corp 0.04257430  6.811888
Yates Drilling Company 0.04257430  6.811888
MYCO Industries, Inc. 0.04257430  6.811888
Marbob Energy Corp 0.11959360 19.134976
Pitch Energy Corp 0.11959360 19.134976 o
Legend Natural Gas 0.21045550  33.67288 g,
Devon Energy Production Company LP  0.23940960  38.305536
2 Section 33: N/2 320 V8-0576 8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petraleum Corp. 0.18322480  58.631936
ABO Petroleum Corp 0.04257430 13.623776
Yates Drilling Company 0.04257430  13.623776
MYCO tndustries, Inc. 0.04257430 13.623776
Marbob Energy Corp 0.11959360  38.269952
Pitch Energy Corp 0,11959360  38.269952
Legend Natural Gas 0.21045550  67.34576
Devon Energy Production Company LP 0.23940960  76.611072
3 Section 33: §/2 320 VB-0569 8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 0.18322480 58.631936
ABO Petroleum Corp 0.04257430  13.623776
Yates Drilling Company 0.04257430 13.623776
MYCO Industries, Inc. 0.04257430 13.623776
Marbob Energy Corp 0.11959360  38.269952
Pitch Energy Corp 0.11859360  38.269952
Legend Natural Gas 0.21045550  67.34576

Devon Energy Production Company LP 0.23940960 76.611072
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7

Section 34: S/2

OWNS!

Section 2: W/2

Section 3: £/2

Section 3: W/2

320

320

320

320

V-7085

VB-0694

V-7438

V-7461

7/1/2009 - Prod

7/1/2010

7/1/2010

7/1/2010

0)

Exhibit A-1

0.166567

0.1875

0.16667

0.16667

MARBOB ENERGY CORPORATION

YATES PETROLEUM CORPORATION

The Allar Company

Yates Petroleum Corporation

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

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

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

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

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0,07554945
0.30769230

0

62.417584
62.417584
24.175824
24.175824
24175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24175824
24.175824
98.461536

62417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536
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Exhibit A-1

8 Section 4: E/2 320 V-7439 7/1/2010 0.16667 The Allar Company Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417584
Yates Petroleurn Corp. 0.07554945  24.175824
ABO Petroleum Corp 0.07554945  24.175824
Yates Drilling Company 0.07554945  24.175824
MYCO Industries, Inc. 0.07554945 24,175824
The Allar Company 0.30769230 98.461536
9 Section 4: W/2 320 V-7462 7/1/2010 0.16667 Yates Petroleum Corporation Yates Petroleum Corp. 0.18322480 58.631936
ABO Petroleum Corp 0.04257430 13.623776
Yates Drilling Company 0.04257430 13.623776
MYCO Industries, (nc. 0.04257430 13.623776
Marbob Energy Corp 0.11959360  38.269952
Pitch Energy Corp 0.11959360 38.269952

Legend Natural Gas 0.21045550  67.34576
Devon Energy Production Company LP 0,23940960 76.611072
10 Section 5: E/2 320 V-7440 7/1/2010 0.16667 Legend Natural Gas 1l LP  Yates Petroleum Corp. 0.18322480 58.631936
UNCOMMITTED ABO Petroleum Corp 0.04257430 13.623776
Yates Drilling Company 0.04257430 13.623776
MYCO Industries, Inc, 0.04257430  13.623776

Marbob Energy Corp 0.11959360  38.269952

Pitch Energy Corp 0.11959360  38.269952

Legend Natural Gas 0.21045550  67.34576

Devon Energy Production Company LP  0.23940960 76.611072

11 Section 5: W/2 30 V-7463 7/1/2010 0.16667 Yates Petroleum Corporation Yates Petroleum Corp. 0.18322480 58.631936
ABO Petroleum Corp 0.04257430 13.623776

Yates Drilling Company 0.04257430 13.623776

MYCO Industries, Inc. 0.04257430 13.623776

Marbob Energy Corp 0.11959360  38.269952

Pitch Energy Corp 0.11959360 38.269952

Legend Natural Gas 0.21045550 67.34576

Devon Energy Production Company LP 0.23940960  76.611072
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12 Section 6: E/2
UNCOMMITTED

13 Section 7: Ef2

14 Section 8: W/2
UNCOMMITTED

320

320

320

V-7441

V-7465

Vv-7443

Exhibit A-1

7/1/2010 0.16667

7/1/2010 0.16667

7/1/2010 0.16667

Yates Petroleum Corporation

Legend Natural Gas itl LP

Legend Natural Gas !l LP  Yates Petroleum Carp.

ABO Petroleum Corp

Yates Drilling Company

MYCO Industries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

Yates Petroleum Corp.

ABO Petroleum Corp

Yates Oritling Company

MYCO Industries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

Yates Petroleum Corp.

ABO Petroleum Corp

Yates Drilling Company

MYCO {ndustries, Inc.

Marbob Energy Corp

Pitch Energy Corp

Legend Natural Gas

Devon Energy Production Company LP

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11959360
0.21045550
0.23940960

0.18322480
0.04257430
0.04257430
0.04257430
0.11959360
0.11559360
0.21045550
0.23940960

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072

58.631936
13.623776
13.623776
13.623776
38.269952
38.269952
67.34576
76.611072
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15 Section 8: E/2 320 V-7466 7/1/2010 0.16667 Marbob Energy Corporation Yates Petroleum Corp. 0.18322480 58.631936
ABD Petraleum Corp 0.04257430 13.623776

Yates Drilling Company 0.04257430 13.623776

MYCO Industries, Inc. 0.04257430  13.623776

Marbob Energy Corp 0.11959360  38.269952

Pitch Energy Corp 0.11959360  38.269952

Legend Natural Gas 0.21045550  67.34576

Devon Energy Production Company LP 0.23940960  76.611072

16 Section 9: W/2 320 V-7444 7/1/2010- Prod 0.16667 The Allar Company Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505495 62.417584

Yates Petroleum Corp. 0.07554945  24.175824

ABO Petroleum Corp 0.07554945 24.175824

Yates Drilling Company 0.07554945  24.175824

MYCO Industries, Inc. 0.07554945  24.175824

The Allar Company 0.30769230 98.461536

7 Section 9: E/2 320 V-7467 7/1/2010 - Prod 0.16667 Yates Petroleum Corporation Marbob Energy Corp 0.19505495 62.417584
Pitch Energy Corp 0.19505485 62.417584

Yates Petroleum Corp. 0.07554945 24.175824

ABO Petroleum Corp 0.07554545  24.175824

Yates Drilling Company 0.07554945 24.175824

MYCO Industries, Inc. 0.07554945  24.175824

The Allar Company 0.30769230 98.461536

18 Section 10: W/2 320 vB-0677 7/1/2010 0.1875 The Allar Company Marbob Energy Corp 0.18505495 62.417584
Pitch Energy Corp 0.19505495 62.417584

Yates Petroleum Corp. 0.07554945  24.175824

ABO Petroleum Corp 0.07554945 24.175824

Yates Drilling Company 0.07554945  24.175824

MYCO Industries, Inc. 0.07554945  24,175824

T The Allar Company 0.30768230 98.461536
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19

20

ra]

22

23

Section 10: E/2

Section 15; €/2

Section 15: W/2

Section 16: E/2E/2

Section 17: €/2

320

320

320

160

320

VB-0695

V-7445

V-7468

V-7446

V-7447

7/1/2010

7/1/2010

7/1/2010

7/1/2010

7/1/2010

O

Exhibit A-1

0.1875 Yates Petraleum Corporation Marbob Energy Corp

0.16667

0.16667

0.16667

0.16667

The Allar Company

Yates Petroleum Corporation

The Allar Company

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

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

Marbob Energy Corp
Pitch Energy Corp
Yates Petraleum Corp.
ABQ Petroleum Corp
Yates Drilling Company
MYCQ Industries, Inc.
The Allar Company

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

Chesapeake Exploration LP Chesapeake Exploration Limited Partnership

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554545
0.30769230

0.19505495
0.19505495
0.07554945
0.07554545
0.07554945
0.07554945
0.30769230

0.19505485
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

1.00000000

62.417584
62.417584
24.175824
24.175824
24,175824
24,175824
98.461536

62.417584
62.417584
24.175824
24.175824
24.175824
24.175824
98.461536

62.417584
62.417584
24.175824
24.175824
24,175824
24.175824
98.461536

31.208792
31.208792
12.087912
12.087912
12.087912
12.087912
49.230768

320
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24

25

26

27

Section 17: W/2

Section 18: E/2

Section 20: W/2

Section 20: E/2

320

320

320

320

V-7470

V-7448

V-7450

V-7473

7/1/2010

7/1/2010

7/1/2010

7/1/2010

Exhibit A-1
0.16667 Yates Petroleum Corporation Yates Petroleum Corp.
ABQ Petroleum Corp
Yates Drilling Company
MYCO Industries, Inc.
Marbob Energy Corp
0.16667 Chesapeake Exploration LP Chesapeake Exploration Limited Partnership

0.16667 Nearburg Exploration Company, LLC Nearburg Exploration Company, LLC

0.16667 Marbaob Energy Corporation Marhob Energy Corp

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

0.35000000
0.05000000
0.05000000
0.05000000
0.50000000

1.00000000

1.00000000

0.19505495
0.19505495
0.07554945
0.07554945
0.07554945
0.07554945
0.30769230

112
16
16
16

160

320

320

62.417584
62.417584
24175824
24,175824
24.175824
24,175824
98.461536
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LEASE BASIS

TOTAL COMMITTED ACRES
TOTAL UNCOMMITTED ACRES
TOTAL ACRES

Exhibit A-1

RECAPITULATION

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

100%

7360
960
8320

Unit Working Interest

Marbob Energy Corp 0.18507511
Pitch Energy Corp 0.16016961
Yates Petroleum Corp. 0.12379680
ABQ Petroleum Corp 0.06331485
Yates Drilling Company 0.06331485
MYCO tndustries, Inc. 0.06331485
The Allar Company 0.19158086
Chesapeake Exploration LLC 0.09962205
Nearburg Exploration Company LLC 0.04981102
TOTAL 1.00000000
Nearburg ORI 0.00415092

Nearburg TA'd to all parties proportionately
making new Wi:

Unit Working Interest

Marbob Energy Corp 0.19477715
Pitch Energy Corp 0.16856606
Yates Petroleum Corp. 0.13028650
ABQO Petroleum Corp 0.06663396
Yates Drilling Company 0.06663396
MYCO Industries, Inc. 0.06663396
The Allar Company 0.20162395
Chesapeake Exploration LLC 0.10484445
Nearburg Exploration Company LLC

TOTAL 1.00000000

1188.974488
1028.974488
795.305384
406.752344
406.752344
406.752344
1230.7692
640
320
6424,280592
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COPAS 1884-1 ONSHORE
Revisad April 23, 2004

Recommended by the Councit
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EXHIBIT “C”

Attached to and made a part of Aftached to & made a part of that certain Joint Operating Agreement dated
May 3, 2009, by and between Marbob Energy Corparation, as Operator, and Pitch Energy
Corporation, et al, as Nan-Operators.

3.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

Definitions

“Joint Property® shall mean the real and personal property subjest to the ag 10 which this A g Procedure isultached.

“Joint Operalions” shall mean all operations mcocssary or proper for the devel peration, p ion and mai of the
Jaint Propenty.

“Joini Accoums” shall mean the aceount showing the charges paid and crediis reccived in the conduct of the Jaial Operstions and which
are g be shared by the Panies.

"Operator” shall mean the porty desipnated 1o conduct the Jeint Qperationx

“Nou-Operators" shall mean the Parties fo this agreement other than the Operator,

“Parties™ shall mean Operator and Noa-Operators.

'First Level Supervisors” shall mcan those employees whose primary fanction io Joint Operations is the direct supervision of other
¢mployces and/ar cantraet jabor direetly cmplayed on the Joint Property in a field operating capacity.

“Technical Employces” shall mean those employecs having spocial and specific incering, geological or other | ional skills,
and whose primary function in Joint Operatians is (he handling of specific opemling conditions and problems for the beaefit of the
Joinl Propeny.

“Personal Expenses” shall mean travel and olher bl bursable exp of Op ¢s cmployees.

“Maoterfal” shalt mean p ] property, cquip! or supplies acquired or held for use on the Joint Propeny.

“Controllable Material” shall mean Moterial which ot the time is so classified in the Moterial Classification Manval as most
recently recommended by the Cauncil or Petrol A Societi

Statement und Bitlings

Openatar shall bill Non-Operators on or before the last day of each monch for their proporticnate shere of the Joint Account for the
preveding month, Such bills will be aceompanied by siatements which Identify the authority for expendifuse, lease oc facility, and al
charges and credits ized by priste clasdfications of i and cxpeasc cxcept that items aof Controllnble Materiz}
and unusual eharges and credits shall be scpacately identified and Adly described in detail.

Advances and Payments by Non-Optraters

A Unless otherwise provided for in the gpreement, the Operatar may require the Noa-Operatars to advance their share of estimated
cosh putisy for the succeeding month's operation within fifteen (15) days ofter receipt of the billing or by the first day of the month
for which the advance &s required, swhichever i lnter. Operlor sholl adjusi each monthly billing (o reflect advances received from
the Noo-Operators,

B, Each Mon-Operator shall pay its proportion of o)l bills within fifleen (15) days afier yecsipt. IT payment s nol made within such time,
the unpaid balance shall bear interest montbly ot the prime rate in effect at Chasc Manhattan 8ank ___ on the (irst day of the month
in which delinquency occurs plus 1% or the maximum contruct rle permitied by the applicable usury laws in the state in which
the Joint Property is locaicd, whichever is the Jesser, plus attorney's fees, count costs, and ather costs in conneciion with the
eolicetion of unpaid amounta

Adjusiments

Payment of any sxch bills shall nol prejudice the right of any Non-Opesator to protest ar questlon the theseol; provided,
however, all bills and statements rendered to Non-Operators by Operaior during any calendar year shall conclusively be presumed o
be e apd comect after twenty-four (29} months foflowing the end of any such celendar year, unless within the mid twemy-Gour (24)
month period 3 Non-Operator takes wrilien cxccption thereio and makes claim on Operator for odj No adj! f bl

1o Opceator skall be made unless it is mode within the sme prescribed period. The peovisions of this pamgraph shall nov prevent
adjustments vesutiing from o physical invenlory of Conlrollsbie Materiaf as provided for in Scction V,

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

thiy

C 002199



COPAS 1984-1 ONSHORE
Revised Apd) 23, 2004
R'acemm'd by the Councll
of F A S

R L R

s

Audits

A A Non-Opsrtor, upon notice in writing to Opemlor ond all other Non-Operators, shall have the right to audit Operolor's wccounts
and records relating 1o the foine Accoum for any culeada year within the twenty-foor {24) month period Mollowing the end of
such colendar year; provided, h + the making of an gudit sholl not extend he time for Ihe taking of writicn cxeeption Lo and
the adjusiments of accounts as provided for in Faragreph 4 of this Section 1. Where there are two or mare Non-Operators, the
Non-Operators shall make cvery reosonable effort 1o condwcl a joint audit in a manner which will resull in o minimum of
inconvenicnce to the Operutor. Operatar shal! bear a0 portion of the Non-Operators' audit cost incurted under this paragraph
unless agreed 1o by the Opersler. The audits shall not b conducted more thon onco each year without prior approval of
Opesalor, excep! upon the resigastlon a1 remavol of the Operator, and shall be made of ihe expense of thase Noo-Opcrotors
approving such audit.

B.  The Operator shall reply in writing ta an andit report within 180 days afler receipt of such report,
Approvat By Non-Operators

Where an approval or other pgreemenl of the Pattics or Mon-Operatars is expressly required iader other seclhions of lhis
Accounling Procedure and if Ihe agreeinent (o which this A ing Procedure s allached ing no conrary provisions in fegard
thereto, Operator shiall notify all Non-0, of the Op: *s proposal, and the
Non-Opeeators shall be controlling on all Non-Operators.

ar app! of o majority in inlerest of the

1I. IRECT CHARGES

Ogperalar shall charye the Jaint Account with the following items:

3

Ecalogical und Environmental

Cosls incumed for ihe bencfit of W Joimt Property 2s a result of govermmental or rogulotory requirements to  satisfy

[ p to the Joint Operations. Such eosls may include surveys of an ecological or orchacolagicsd
natore and pollution cantrol d Tequired by applicobic 1aws and regulati

Rentals and Royaltics

Lease rencals and royalties paid by Operator for the Joiat Operations.

Labor

A, (1} Saslosics and wapes of Operaror’s fivkd cmploywes direcily employed on the Joint Propenty in the conduct of Joint Operations.
{2) Salaries of First fevel Supervisors in the ficld.

(3) Sdlarics and wages of Technical Employces dircetly employed on the Jaint Rroperty if such charges are cxcluded fram
the overhead rates.

(4) Solorles ond wages of Technieal Eanployees eilher ily or ly assip 10 and dircclly employed in the

operation or the Joint Property if soch charzes are excluded from \he overhead rates,

B. Opemtor's cost of holiday, vacation, sickness and disability benefils and olher y all mid to employees whose
salorics and wages are chargeable to the Joint Account under Paragraph 3A of this Scction {L Such costs wader this Parzgraph 38
may be chiaged on 3 “whens and a3 paid basis® or by "percentage assessment™ on (he amount of salarics and wages chargeable ta
tha Joint Account under Paragraph 3A of this Scction IL If pereentage usseasment is uscd, the rate shall be based on the Opersior’s
£o8 experience.

C. E di or ibuti made pi 0 imposed by g 1 h which are fi to

Operator's costs chargeable to the Joinl Account under Paragraphs 3A 208 3B of this Seetion U1

D. Personal Expenses of those employecs whose salarics and wages are chargeable to the Joint Account under Pamsgraphs 3A aad 38
of this Section H.

Employce Benefits

Operalor’s curcenl cosis or established plans for employess' groop life & hospitalization, pensioa, et , stock purchose,
thiift, bonus, and other benefit plans of a like nalure, applicable 1o Operator's labor cost chargeablc Lo the Jaint Account under Paragraphs
3A ond 3B of this Section 1) shall be Opertac’s actual cost nol 10 exceed the percent most recently rocommended by the Coundl! of
Petrolcum Accounlants Saciclics.

iy
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1 5. Malerial
2
k) Matcrinl purchased or ished by Opemtor for use on the Joint Psoperty a8 provided usder Section [V. Only such Materlal shall
4 be purchased Ry or transfemed to the Joint Property ns may be required for i Jiate wse and is Hy practical ond i
b1 with eflicicn) and ical jons. The Jation of surplus stocks shail be avoided.
6
7 6. Yranspoctation
8
9 Tronsportation of employees and Material necessary for the Joint Operations but subject 1o the foltowsng limitations:
10
n A. If Matrial is moved to the Joial Propeny Gom (he Op 's wareh or other propertics, no charge shall be made 10 the
12 Joint Account for a distance greater than ¢he distance from the rearcst reliable supply store where like material is normalty available
13 o rtilway reeciving point nearest the Joint Propesty unless agreed lo by the Partics.
14
13 B.  If surplus Malecial is moved to Operatar's warchouse or other siormge point, no charge shall be made 1o the Joinl Accoant for 3
té disiance yreater than the distonce lo the acorest relioble supply store where like material is notmally aveilable, er mailway
17 veceiving poinl neasest the Joiut Property wnless ogreed in by the Pamics. No charge shall be made 1o the Joim Accaunl for
I8 moving b ial to other proy belaaging to Operlor, unless agreed 1o by the Patties.
19
20 C. In the application of subparmpraphs A and B abave, the option to equalize or charge nclual trucking cost is available when the
ki) actual charge is $400 or less excluding acoessorint charges. The $400 wil) be ndjusied to Khe amoaunt most recenily recommended by
n the Council of Petral A Societi
n
24 7. Servkes
25
26 The cost of contract scrvices. equipment and wifilies provided by outside sources, except serviees excluded by Paragraph 10 of Section 1
27 ond Paragraph i, it. and iii, of Scciion TIl. The cost of professional consulianl services ad eonimes services of technical personncl
3 direcily engaged on the Joint Propeny i such charges are excluded Irom (he overhead ttes The cost of peafessionst epnsullant scrvices
29 or commoet services of technical personnel aol divectly engaged oa the Joint Poperly shall nol be charged to she Joint Accaunt
30 unless previously dgreed to by the Partjes.
3t
32 8, Equipment snd Facllities Fucnished By Opcrator
3
34 A Operstor shall chage the foint Account for use of Operator owned equipment and Jacilitics at rtes commensurate with custs
b1 of owncrship and operiion. Such rates ghal) include costs of maintenance, repairs, other operating expense, insurance, taxes,
38 depreciation, and fateres! on grase i less d di fatiun nol (o exceed twelve peccent {__12 %)
37 pcr annum. Such rates shall not exceed average commereisl rmies currently prevailing in the immediale area of the Joint Propery.
kL]
9 a. In Yicu of charges in Paragraph 3A above, Operatar may elect 1o use oversje 1al rates prevailing in the immediate arca of
40 the Joint Propeny less 20%. For owomotive cquipment, Opcrator may elect 16 ase rotes published by 1he Petcoleum Mator
41 Transport Association.
42
43 9 Damages and Losses to Joint Property
44
45 All cosis or expenses necessary for the repair or replacement of Joint Properfy made necessary because of domagos or lasses incumed by
48 fire, Mood, stonn, theR, aceident, or ather tamse, ¢xcepl those resulting from Opertor’s gross neglip or willfdl miscond
47 Opcrotor sholl firnish Non-Operator writien natice af damages or losses incurred as soon s practicable afier a repan theeeof has
48 been reccived by Operator.
4%
50 to, Legal Expease
51
51 Expense of handling, i igating and sclling litigdion or claims, di ing of liens, pay al judyg and paid
53 for seldement of claims incurred in or resulting from ians under the agr or necessary o pratecl or secover the Joint
54 Propesty, excepl that no charge for services of Operalors Jepal staff or fees or expense of vaside atameys sholt be made unless
55 previously ngreed lo by the Parties. Al other Icgal expense is considercd 10 be covered by the ovexhead provisions of Sexion 11
56 unless otherwisc ngreed o by the Parties, except as provided in Seclfon 1, Paragraph 3.
57
38 L. Taxes
59
60 AWl taxes of every kind and nature assessed oc levicd wpon or i conncclion with the Joiml Praperty. i operation thereol, or the
&) pradection therofrom, and which laxes have been paid by the Operstor for the bencfit of the Parties. Jf the ad valorem taxes ame based
&2 in whole of In part wpen scparote vatutlions of each parly's working interest, then natwithstanding anything to Lhe conlrary herein,
L) charges to the Joint Account shall Yo made and paid by the Partics hereto in sccordance with the tax value generated by cach pany's
€4 workiny intercst,
65
L1
67
(1)
9
»
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Insurance

Nel premiums paid for insurance requircd 1o be caried for the Joint Operations (o the protection of the Patics. In the cvem Joint
Operations wre conducted in a siate in which Operalor may act as self-insurer for Worker's Comp ist and/or Employers Liabilty
under the cespective staie's laws, Operstor may, ai its clection, tnchide the risk under ity selfe insurance program and in that evear,
Cperator shall inctude a charge e Operator's cost not to exceed manual mics,

Ab and Reclamatl
Costs ineurred for abandonment of the Joint Prapenty, includimg costs sequired by go 1 or other repulatory outhesily.
Communications

Cost of acquiring, leasing. installiog,

ing, repoining ond mainaining ication sysiems, including rdio and microwave
facilities direclly serving the Joint Propeny. In the event jcatiop faciliticy scrving the Joim Propeny are Operator
awned, charges to the Joini Accoun shall be made os provided in Paragraph 8 of Wis Section II,

Other Expenditures

Any oiber cxpendilure not cavered or deak wilh in che foregoing provisions of this Secuion I, or in Scction 111 and which is of direct
benefit 10 the Yoim Proponty and is incurred by the Operator in the neecasary and proper conduct of the Joint Qperaiions.

L. OVERHEAD

Overhead - Deilling and Producing Operations

L As P ion for adininistralive. supervision, office services nnd waorchousing costs, Operator shalt charge drilling and
nprodueing operatians on cither:

{ X )Fixed Rate Basis, Paragraph 1A, or
{ ) Percentage Basis, Parpgraph (B

Unless athenwise apreed 10 by the Pantics, such eharge shall be in licu of cosls and expenses of all offices and slaries or wagos
plus applicable burdcns and expenses of 211 personnd, except those directly chargeable under Paragraph 3A, Seetion Il The cost
ond expense of scrvices from oulside sources in conmclion wilh mauters of faxation, traffic, accounting or mauers Lefore or

ing go 1 agencics shall be idered as included in the overhead rales provided for in the above selecied Poragraph
of this Seclion 11t unless such cosi and cxpense are agreed to by the Parties as o direct charge to the Joint Aecounl,

=

The sluvies, wages and Pursonat Expenses of Technical Emplayccs andior the cost of professionnl consulisnt $crvices and
contract services of technicol f direetly employed on the Joinl Propeny:

ploy

( ) shall be covered by che overhicad rotes, or
{ X )shall ot be covered by the overhcad mtes.

iii. The syluries, wages and Personal Capenses of Tecbnical Employees and/or costs of professional consulant sorvices and
conraet services of fechnical p wither ity or | d 1o amd dircctly employed in the operation of

the Joint Property:

1 .

¢ X )shall be covered by the overhead rates, or
{ ) shall not be covercd by the averhead rakea

A Overhead - Fixed Rate Basis
(1) Opemtor shatl charge the Joint Account o« the lollowing rates per wel) per month:

Drilling Well Raie §, £200.00
{Prazated for less than o fult month)

Producing Well Rate $___ 601,00
{2) Application of Overhead - Fixed Rate Basis shall be as follaws:
{2} Drilling Well Rate

(1} Charges for drilting wells shalt begin on the date the well is spudded and torminate en the date the driliing
rig, completion Hg, oc ather units used in campletion of the well is released, whichever is later, excepl (hat no
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¥ chnrge shall bc mode during suspension of drilting or completion opemlfons for fifieen (15) or more
2 consecutive calendar doys.

3
4 {2) Charges for wells undergoing any type of watkover or recampletfon for a period of five (3) consegutive work doys
5 or more shall be mode at the drilling well rate. Such charges shall be applied for the period Fom date
6 workover aperations, with rig o other units used in workover, commence through date of rig or other unit
7 release, cxcepl that no charge shall be mode during suspension of openalions for fificen (15) ac more
8 consceutive calendar doys.
9
10 M Producing Well Rates
i}
12 (1) An octive well gither produced or fjected inla for sny portion of the month shall be considered as a onc-well
13 charge for the entite moath,
4
15 {2) Each active pletion in a multi-compicied well in which production is not commingled down kolc shall
1] be idered 0§ 2 1l charge providing cach pletion is idered o separte well by the
17 governing regulatary asthority.
18
19 {3) An imclive gas well shut in because of overproduction or failure of purchaser 1o take the produciion shall
20 be considercd asa 1 chorge providing the gas well is dircetly connected (0 a permanent sales putlet,
' 21
22 (4) A onc-well charge shall be made for the month in which plugeing and aband perations are pleted on
23 any well. This onc-wel) charge shall be made whether or not the wel) has produced except when drilling well
24 mto applics.
25
26 (5) All other inictive wells {including bul oot limiicd lo inactive wells covered by unit allowable, Jeasc
n allowable, imnsferred atlowable, ele.) shall not qualify for an overheud charge.
28
29 (3} The well mites shall be adjusted as of the fics) doy of April each year following the effcctive dalc of the pgreement 1o which
30 this Ascounfing Procedute is attachied by the perceat increass ar decrease published by COPAS.
3|
R B.  Overhead - Pereentage Basis
n
33 (1) Oporator shall chiarge the Jotrd Accouni at the fallowing rates:
35
36 () Devclopment
37
k1 Percent{___ ) of the cost of developmient of llic Joint Propenty excludive of costs
39 provided under Paragraph 10 of Section I and all suivage eredits.
40
4| () Operaiing
42
4) Percent (. %5} of the cost of operating the Joint Propesty exclusive of cosls provided
44 under Porographs 2 and 1D of Section 1, all smivage eredits, the walue of injected subsiances purchascd for
45 secandary recovery and all tsxes and assessments which are levied, ussessed and paid upon the mincrl incerest in
46 and to the Joint Property,
47
a8 {2) Appixation of Querhcad - Percentage Basis shall be as fallows:
a9
50 Far the putpose of determiniog clarges on a p baosis under Parngraph 1B of lhis Section 1il, development shall
51 include all costs in conncction with drilting, redrilling, deepening, or any dial operalions on any or all wells invalving
52 the use of drilling rig and crew capable of drilling to the produciny interval on the Jewnt Property; alse, preliminary
§3 expenditures necessary in preparation for drilling and cxpendituses incorred in abandoning wlicn the wetl is not complelcd
54 #s o producer, and original cost of canstruction or installation of fixed assels, the expansion of (ixed assets and any other
55 project clearly disccmible as o fixed nsset, except Major Construction as defined in Paragraph 2 of this Section I, AN
56 other costs shall be considercd as operating.
57
58 2 Overhead - Major Canstruction
59
60 To cumpsnsute Oposator for overhead costa incurred in the construction and inswllotion of fixed assels, e expansion of fixed assets, and
61 any ather profect clentty discernible os o fixed ussel required far the dewelopment and operation of the Joint Property, Opcrator shail
62 erher negoriaie a wie prior to the beginning of construction, or shall charpe the Joint Account for overhead based on the following rates
63 for any Major Construction project inexeessofS_______ 2500000 -
[
3] A 5 Yaoffirst $100,000 or total cost ifless, plus
&6
&7 B. ___3 _ %ofcoslsinexcess of $100,000 bul Jess than $1,000,000, plus
68
6% C 2 % of casts in excess of $1,000,000.
70
[,gn,
S -5
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Tolal cost shall mcan the pross cost of any one project. For the pucposs of this paragraph, the component pans of a single project shall
oot be treated seporately and the cost of dilling and work wells and antificial Jifl equip sholl be exch

3 Cutastrophe Overhiead
To compensate Opentor for overhead costs incurred in the event of cxpenditures resulling fram 2 single octurcace due o ail spill,
blowows, explosion, fire, storm, hurm or other phes as agreed to by the Panies, which are necessury to restore the Joint
Property 1o e equivalent conditign that exisied prior 1o Lhe cvent causing the expenditurcs, Operator shall either nogotfate o rate
prior to charging the foint Account or shall charge the Joint Account for overhead based on the falfowing rates:
A. 3 % of total costs throwgh $100,000; plus
B. 1 % of total cosis in excess of$100,000 bul teas than 53,000,000, plus
C. 3 3% of toto} costs in excess of $1,000,000.
Expendiwres subject 10 the overheads above will nol be peduced by insurance recoveries, and no other overhead provisions of this
Scclion 111 shall appty.

4, Arcadment of Rates

The overhead rutes provided for in this Section Mt may be amended (rom time 10 time only by mutual agreement between (he Pantics hercta
if, in practice, the rales are found o be insufMicient or exacssive.

. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator s vesponsivle for Joint Account Matcria) and shiall make proper aod limely charges and eredits for all Materia) movements affecting the
Jolnt Property. Opeaalor shall provide all Malerial for us¢ on the Joinl Property; however, st Operator's apiion, such Materint nay be supplicd
by the Non-Operator. Operator shall make timely disposition of idle andfor swrplus Maoterial, such disposal being made eitier theaugh sle to
Operator or Non-Operator, division in kind, or sale to cwsiders. Operator may purchage, but shall be under no obligation 1o purchase, interest
of Non-Operators in surplus condilion A or B Matcrial. The disposal of surplus Controllable Materiat nol purchased by the Operator shall be agrecd
1a by thy Parties.

t. Purebnses
Material purchascd shall be chasged al the price paid by Operator after deduction of all di ived. Tn case of Material found
to be defective or relurned to vendar for sny other rcasons, eredit shall e passed ta the Joind Account when adjustment Las been reccived
by the Operator.

2. Trunsfers and Dispositions

Moteria! fumished to the Joinl Property and Matenal imnsfcered from the Jaint Property or disposed of by the Operator, unless
otherwise agezed fo by the Partics, shall be priced on the following basis cxclusive of cosh di

A.  New Material (Condition A)
{t) Tubulor Goods Other than Line Pipe

{s) Tubular goods, sized 2 378 inches OD and larger, except line pipe, shatl be priced at Eastem mill published carload
base prices effective os of date of movement plus tansportation cost using the 80,000 pound earload weight basis
10 the @ilway recciving poinl nearest the foint Prapeny for which published ril rates for tubular goods axist. If the
80,000 pound ail rate is not offered, the 70,000 pound or 90,000 pound mil mie may be used. Freipht charges
for (ubing will be calculated from Lomin, Ohio and casing {ram Youngsiown, Chio.

(®} Tor grades which arc special to ouc mill enly, prices shall be computed at e mill base of that mill plvs transporation
cost from that mitl ta the rilway receiving point aearest tire Juint Property us provided obove in Paragroph 2.A.(1)(a).
For trmnsportation cost from poiots other than Eastern mills, the 30,000 pound Qil Field Haulers Association intorstate
1ruck rate shall be usad.

(¢} Special end finish tubnlar goods shall be priced at the lowest publishcd out-of-stock price, Lob. Housion, Texas
plus transportation cosl, nsing il Field Haolers Association interstale 30,000 pound truck fate, fo the milway recciving
point ncarest the Joint Propenty,

(¢} Macaroni tubing (size less thon 2 3/3 inch OD) shall be priced at the lowest published out-of-Rack priees Lob, the
supplice plus irnsportation costs, wsing the Qil Ficld Haglers Association interstate truek rate per weight of
tubiny nsfemred, to the railway receiving point mearest the Joint Propenty.

COPAS
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Line Pipe

{2) Line pipc movements (except size 24 inch OD and lomger with walls % inch and over) 30,000 pounds or mere
shall be priced wnder provisians of tubular goods pricing in Pargraph A(0)() a3 provided above Freight charges
shall be cafculaied fom Lorain, Ohio.

(b} Line Pipc movements (except size 24 inch OD ond lwper with walls % inch and over) less thar 30,000 pounds
shall be priced at Eastern mill published carload base pricos offcctivo as of dats of shipment, plus tbe percet most
rocently recommended by COPAS, plus wanspoctation coss based an freight miss as set forih wnder pravisions of
tubular goods pricing in Paragph A{1)(3) as provided above. Freighi changes shalf be ealculated from Lorin, Ohio,

(c) Line pipe 24 Inch OD and over snd % inch wall and Jarger shall be priced Fo.b. the point of manufacture ol curent
new published prices plus transportation cost to the milway recefving point neares! (he Joint Property.

(d}  Line pipe, including fabncaled line pipe, drive pipe and conduit mot listed on published price tisty shalt be priced at
quotcd prices plus feight to the milway receiving point nearest the Joint Praperty or et prces agreed to by the Partics

Other Material shal) be priced at the cunent new price, in effect ot daie of movemenl, as listed by a reliable supply stare
nearest the Joint Property, or point of facture, plus
neazest the Joint Praperty.

jporiation costs, if appli to the milway recciving point

Unused new Materiol, execpl lubular goods, moved from the Joiat Praperty shall be priced nf the current new price, in eflect
on datc of movement, as lisled by a relishle sopply storc nearest the Joint Praperly, or paint of monufacuare, plus

costs, il appli 10 the yailway rocciving point nearest the Joint Propeny. Unused hew tubulors will be
priced as provided above in Paragraph 2.A.(1) and (2).

Good Used Material (Condition B)
Material in sound and serviceable condition and sufiable for reusc without reconditioning:
{1} Material moved to (he Joint Propery

Al seventy-five percent (75%) of current aew price, as determined by Paragraph A.
(2) Matcrial uscd on and moved from the Joinl Prapeay

(a) At seventy-five percenl (75%) of cument new price, as dotermined by Poragraph A, if Material was originally
charged ta the Joint Account as new Material o

(b) Al sixty-five percent (63%) of cument new price, 85 detonmined by Parrgraph A, i Matedal «ay osiginally eharged
10 the Jaint Account a5 used Materia)

{3) Maleriol not used on and moved ftom the Joint Propeny
Al scventy-five percend (75%5) of current new price as determired by Paragraph A.

The cost of reconditioning, iCany, shall be sbsorbed by fhe transferdng properly,

Other Used Materiat

{©} ConditionC
Materiaf which is not in sound and seviccadtle coodilion and not suitable far §is odiging) Junction unti! after
reconditioning shall be priced ot fily percent (50%) of cument new price & defcomined by Pamgraph A. Tlie cost
of reconditioning shall e charged ko the recciving property, provided Condition € value plus cost of reconditioning
docs ot excecd Condition B value.

{2) ConditionD
Materiol, cxcluding junk, no longer sujlable for its eriginal purpase, bul usable for some other purpose slall be priced
on o basis commensurste with its wse. Operator may disposc of Condition D Malerial ander procedures normally

uscd by Operator without prior approval of Non-Operators.

(@) Casing, tubing, or drl} pipe uscd as line pipe sl be priced as Grade A 2nd B fess linc pipe of

size and weight, Used casing, lubing or drill pipe utilized as line pipe shall be priced ai used line pipe prices.

(t) Casing, whing or drill pipe used ps higher pressuce service lines than standard tine pipe, ¢.g. power oil lines, shall
be priced under normal pricing procedurcs for casing, wbing, or dnll pipe. Upsel tubular goods shall be priced
on a non upsel basis.

COPAS;
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{3) Condition E

Junk skali be priced at provailing prices. Operater May dispose of Condition E Materia) under procedures normolly
uilized by Opertor withow prior approval of Nor-Operators.

D.  Obsalete Materdal

Material whieh is scrviceable and usable for is original function bul condition sador valuc of such Maieria) is not
equivalent to thal which would jusufy a price as provided above may be specially priced as ngreed io by the Patics. Such
price should result in the Joinw Account being charged with the value of the service rendered by such Materiat,

E.  Prcing Conditions

(1) Loading or unleading costs may be charged to the Joint Account at the rate of twenty-five cons (25¢) per hundred
weight on all tubulor goods movements, in lien of nciun) Joading or unfoading costs sustained w1 the stacking point.
The above ic shall be adjusied as of the firn day of Apsil cach year following Janmary 1, 1985 by the same
jncrease or wsed to edjust overhead raies n Section ML Pompraph 1.A{3). Each year, the
e ¢nlculated shall be runded 1o the neorest cem nad shall be the rate in effect uniit the First day of April next yeas.
Such rate shall be publishied each year by tlie Councd of Pelroleym A [

{2)  Matesial involving creclion cosis sholl be charged at applicsble percentage of the current knocked-down price of
new Material.

Premiom Prices

Whenever Malerial is rot readily obtainable at published or listed prices becsuse of mational cmeryencics. strikes or other unusuol
c2uxs over which the Opemator has no cantrol, the Opersior may charge the Joiol Account for the required Materal ot the Opcrator's
actual cost incurred in providing such Material, in making il suitibte for y, and in moving it to the Joim Propeny; provided
nolice in wiiling is fomished 16 Non.Op of the proposed charge prior o billing Non-Opermors for such Material.  Each
Non-Operator shall kave the right, by so electing and eotifying Opurator within sen days after recoiving notize from Operaior, to fumish
in kind olf oc part of his share of such Matcrial suitable for use and aceeptable 1o Operator.

Warmnty of Material Furnished By Operator

Operalor docs na warmnt tho Materdal fumished. I case of defective Moterial, credit shall o) be passed to the Joim Accoum
until adjusiment has been received by Operator from the manufucturers or their agents

V. INVENTORIES

“The Operator shall maiatain detailed records of Controllable Maicrial.

Periodic laventorics, Notice and Represcntotion

Al r ble intervals, i ics shall be taken by Operator of the Joiot Account Controllablc Material, Writicn notice of intention 1o
take invenlory shall bs given by Operslor af least thinty (30) doys before any inventory is 3o begin sa thal Non-Operaiors may be
sepresonted when any inventory Is takea. Failure of Nea-Opesstors 10 be represenited at an inventery shal! bind Mon-Opertors to accepl
the inventocy taken by Operator.

Reconclfatlon and Adjustment ol Inventories

Adjustments 0 the Joinl Accaumt resulling from the reconciliation of o physical invemiory shall be made within six monlhs following
the 1aking of the inventory. Inventory adjusiments shall be made by Opetlor 10 the Joint Accouni for overages sad shortages, but,
Ogerator shalt be held accountable only for shortages due to Iack of reasonable difigence

Speclal Inventocics

Special inventorics may be laken whenever there is any sale, change of intcrest, or change of Operator in the Joint Property. I shall be
the duly of the party sctling to nolify aif wther Particy 35 quickly as possible afler the ransfer of interest 1akes place, 1a such cases, bath
the sellcr and the purchascr shalt be govermed by such inventory. In cascs javolving a change of Operator, ot Panies disf] be governed
by such inventory.

Expense of Conducting laventories

A.  The expense of conducting periodic inventones shall not be charged fo the Joinl Account unless sgreed to by the Panies.

B. The cxpense of conducting special inventorics shal) be chorged to the Panies mequesling such in ies, eacepl i
required duc to change of Operator shall be chasged to the foint Accaunt.

COBAS
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EXHIBIT “D”

Attached to a made a part of that certajn Joint Operating Agreement dated
May 8, 2003, by and between Marbob Energy Corporation, as Operator, and Pitch Energy
Corporation, et al, as Non-Operators.

1. OPERATOR shall, at all times while conducting operations hereunder,
comply with all Workers’ Compensation and Occupational Disease Laws
including the United States Longshoremen’s and Harbor Workers'
Compensation Act; provided, however, that OPERATOR may be a self-
insurer for liability under said compensation laws in which event the only
charge that shall be made to the joint account shall be OPERATOR’S
actual cost but not exceeding an amount equivalent to the premium which
would have been paid had such insurance been obtained.

2. No other insurance shall be carried by OPERATOR for the joint account
unless agreed ta by all the parties hereto.

3. OPERATOR shall require all contractors and subcontractors to carry such
insurance in such amounts as OPERATOR deems adequate.

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

It is provided that in the event Operator should elect to carry well control
insurance, then prior to the drilling of any well hereunder, if any co-owner
hereunder so elects to be included as an insured under Operator's policy, the
Operator shall advise said co-owner of its anticipated share of the premium for
same. Co-owner shall then advise Operator whether or nof it elects to be named
as an insured under the policy, and co-owner shall be responsible for its
proportionate share of the policy premium.
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EXHIBIT “E”

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

GAS BALANCING AGREEMENT

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

In accordance with the terms of the Operating Agreement, each party thereto has the right to take
its share of gas produced from the Contract Area and market the same. In the avent 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 fuil share of gas
atiributable to the interest of such parties, this agreement shall automatically become effective upan the
terms hereinafter set farth.

1. During the period or periods when any parties hereto collectively owning pasticipation
percentages of less than §0% have no market for their share of gas praduced from any proration unit
within the Contract Area, or their purchaser does not take its full share of gas producing from such
proralion unit, other parties collectively owning participation percentages of more than 50% shall be
entited 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 capacily of gas from such
proration unit; provided, however, no party who does not have gas in place shall be entitled to take or
defiver to a purchaser gas production in excess of 200% of the lesser of (c) its share of tha 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 thelr respective interests and subject to the Operaling Agreement to which this
agreement is attached, but the party or parties taking such gas shall own ali of the gas delivered to its or
their purchaser.

2. On a cumulative basis, each party not taking or marketing its full share of the gas
produced shall be credited with gas in place equal to its full share of the gas produced under this
Agreemenl, 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 fumish all parties hereto monthly statements showing the lotal quantity of
gas produced, the amount used in lease operations, vented or lost, the fotal quantily of liquid
hydrocarbons recovered therefrom, and the monthly and cumulative over and under account of each
party.

3. Each Party producing, taking or delivering gas to its purchaser shall pay severance faxes,
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 Operaling Agreement), and
nothing in this Gas Balancing Agreement shall be construed as affecting such obligations. Each Party
hereto agrees to indemnify and hold harmiess the other Parties hereto against all claims, losses or
liabilities arislng out of its failure to fulfill such obligations.

4. After notice to the Operator, any party at any time may begin laking or delivering to its
purchaser its full share of the gas produced from a proration unit under which it has gas in place less
such parly's share of gas used in operations, vented or lost. In addition to such share, each parly,
including the Operator, untit it has recoverad its gas in place and balanced the gas account as 1o its
interest, shall be entiied to take or deliver to its purchaser a share of gas determined by multiplying 50%
of the interest in the current gas production of lhe parly 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 praration unit of all parties with gas in place currently
taking or delivering to a purchaser.

5. Nothing herein shall be canstrued te deny any party the right, from time to time, to
produce and take or deliver to Its purchaser its full share of the allowable gas production to meet the
deliverability tests required by its purchaser, provided that said test should be reasonable in length,
normally not to exceed 72 hours.

6. If a proration unit ceases to produce gas andfor liquid hydrocarbons in paying quantities
before the gas account is balanced, settlement will be made between the underproduced and
overproduced parties. In making such settiement, the underproduced party or parties will be paid a sum
of money by the overpraduced party or parties alributable to the overproduction which said overproduced
party received, less applicable taxes theretofore paid, at the applicable price defined below for the
delivery of a volume of gas equal to that for which settlement is made. For gas, the price of which is not
regulated by federal, state or other governmental agencies, the price basis shall be the price received for
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the sale of the gas. For gas, the price of which is subject to regulation by federal, state or other
govemmental authorities, the price basis shall be the rate collected, from fime 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 setflement applicable to the gas sold from such well,
plus any additional collected amount which is not ultimately required to be refunded by such authority,
such additional collected amount ta be accounted for at such time as final determination is made with
respect harefo.

7. Notwithstanding the provisions of §6, it is expressly agreed that any underproduced party
shall have the optional right, with respect to each proration unit, to receive a cash setilernent bringing
such underproduced party’s gas account into balance at any time and from time to time prior to the final
seltlement, by first giving each overproduced party 90 days’ written notice of demand for cash settfement.
If such option is so exercised, setiement shall be made (as of 7.00 o'clock A.M. on the first day of the
calendar month following the date of such written demands) within 90 days following the actual receipt of
such written demands by the overproduced pariies, in the same manner provided for in {6. The option
provided for in this paragraph may be exercised, from time to time, but only one time in each calendar
year.

8. Nothing herein shall change or affect each parly'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 separale agreement as to each proration unit approved
by the applicable regulatery authority for a pool within the Contract Area, but such proration umit shall not
include any producing horizon which is not within the vertical limits of said pool. This agreement shall
remain in force and effect so long as the Operating Agreement to which it is attached remains in effect,
and shall inure 1o the benefit of and be binding upon the parlies hereto, their helrs, successors, legal
representatives and assigns.
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EXHIBIT “F"
EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

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

1) The Operator will not discriminate against any employee or applicant for employment because of
race, color, religion, sex or national origin. The Operator will take affirmative action to ensure that
applicants are employed, and that employees are treated during employment without regard to
their race, color, religlon, sex or national origin. Such action shall include, but not be limited to
the followlng: Employment, upgrading, demotion, or transfer, recruitment or recruitment
advertising; layoff or termination; rates of pay or other forms of compensation; and selection for
training including apprenticeship. The Operator agrees to post in conspicuous places, available
to employees and applicants for employment, notices to be provided setting forth the provisions
of this nondiscrimination clause.

2) The Operator will in all solicitations or advertisements for employees placed by or on behalf of the
Operator, state that all qualified applicants will receive consideration for employment without
regard to race, color, religion, sex or national origin.

3) The Operator will send to each 1abor 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 past copies of tha notice
in conspicuous places available to employees and applicants for employment,

4) The Operator wilt comply with all provisions of Executive Order 11246 of September 24, 1965,
and of the rules, regulations, and relevant orders of the Secretary of Labor.

5) The Operator will furnish all information and reports required by Executive Order 11246 of
September 24, 1965, and by the rules, regulfalions, and orders of the Secrstary of Labor, or
pursuant thereto, and will permit access to Operator's books, records, and accounts by the
administering agency and the Secretary of Labor for purposes of investigation to ascertain
compliance with such rules, regulations, and orders.

6) In the event of the Operator's non-compliance with the non-discrimination clauses of this contract
or with any of the said rules, regulations, or orders, this contract may be canceled, terminated or
suspended in whole or in part and the Operator may be declared ineligible for further Government
contracts or federally assisted construction contracts in accordance with procedures guthorized in
Executive Order 11246 of September 24, 1965, and such other sanctions in Executive Order
11246 of September 24, 1965, or by rules, regulations, or order of the Secretary of Labor, or as
otherwise provided by law.

7) The QOperatar will include the provisions of paragraphs (1) through (7) in every subsontract or
purchase order unkess 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 vendar. The Operator will {ake such action
with respect lo any subcontract or purchase aorder as the administering agency may direct as a
means of enforcing such provisions including sanctions for non-compliance; provided, however,
that in the event the Operator becomes invalved in, or is threatened with, litigation with a
subcontractor or vendor as a result of such direction by the administering agency, the Operator
may request the United States to enter into such litigation to protect the interests of the United
States.

Qperator acknowledges that Operator may be reguired to file Standard Form 100 (EEO-1) promulgated
jaintly 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 nat been filed for the current year and otherwise comply with or file such other compliance reports as
may be required under Executive Order 411248, as amended and Rules and Regulations adopted
thereunder.

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

By entering into this contract, the Operator certifies that Operator does not and will not maintain or
pravide for Qperator's employees any segregated facilities at any of Opaerator's establishments, and that
Operator does not and will not penmit Operator's employaes to perform their services at any locatian,
under Operalor’s control, where segregated facllities are maintained. The Qperator agrees that a breach
of this certification is a violation of the Equal Opportunity clause in this contract. As used in this
certification is a violation of the Equal Opportunity clause in this contract. As used in this cerification, the
term "segregated facilities™ means, but is not fimited to, any walting rooms, wark areas, rest rooms and
wash rooms, restaurants and other eating areas, lime clocks, locker rooms and other storage or dressing
areas, parking lots, drinking fountains, recreation or entertainment areas, transportalion, and housing
fadlities provided for employees which are segregated by expliit directive or are in fact segregated on
the basis of race, color, religion, or national origin, because of habit, local custom or otherwise. Operator
further agrees that (except where Operator has obtained identical certifications from proposed conftractars
and subcontractors for specific time periods) Operator will obtain identical certifications from proposed
contractors and subcontractors prior to the award of contracts or subcontracts exceeding $10,000.00
which is not exempt from the provisions of the Equal Opportunity clause. The certification may be
submitted either for each contract and subcontract or for all contracts and subcontracts during a period
(i.e., Quarterly, semiannually, or annuaily).
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