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OPERATING AGREEMENT 
2 

J nus ACiREEMENT.cntc,-cd into by and bctwe<n_~M=arb'=o"'b.,E.,n .. e,.r,.gy....,C"'o._rp,.o..,r ... a.,ti .. o.,n _____________ _ 
4 -----------------------------------._...hcrcinD.ft.erdesignatc:dnnd 
5 

6 

rofmod to as "Opcntot', and tho sigo.1tory pany or part,;,. othe,· llaon Opcrntor, sometimes hereimfie,· rofemd 10 indlvldunlly herein 
as ~•Non-Operator-·, and co11cctivcly os '"Non-Operators .... 
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WITNESSETH: 

WHEREAS, rho par1ios lo llus agreement arc owners of oil and gu lea<,, and/or oil and ll,OS interests in U1e land iaontifiod in 
&hibi1 •A", and th• parties hereto hove reoch<d an agrec,nonl to explore ond dcvolop those lcasos "'1.Vor oir and ~as interests for lhc 
production ofoil and gas lo tho ex1en1 nnd as hcrcinafier pro,ided, 

NOW, THEREFORE. ii is aJ!l'eed as follow,: 

ARTICLE I. 

DEFINITIONS 

As used in lhis agTOcmonl, the loll owing "'01ds and terms •hall have tho m .. rungs hen ascribed lo them: 

A. The l<rm "oil and gas" shall mean oil, ps, casini:hctd G"S. ps condensate, •nd all other liquid or ll"SCOUS hydrocarbons 

or.d 0th.er 1mrkdable substances produced therewith. u1t!ess an intent u, limil lite incl 1sivcness or this tmn is spccifiw11ly slated. 
B. The terms "oil and gas loaseu, "lease" and "loasehold" sball m"'n the 01• and gos leases covering lraclS or land 

lying within lhe Contract Area wl1ich arc o\Vncd by the ponies to this agreement. 

C. The: leran "oil and gas interests"' shall mean uni eased fee and mineral inle csts in tracts of land lying within r.he 
Conlr.1<:\ Arca which are owned by parties lo this agrccmcnt. 

D. The tOl'Ol "Co11tract Arca• shall mean all of tho lands, oil aad s;,s lc•scliold interest: and oil and gas interests intended to be 

27 dcv<loplll and operated for ail and gas purpasm under lhis azrecme111. Such latk!s, oil and g;is l aschold inlercsls and oil and gas inlonsls 
28 111"0describcd in Exhibit "A". 

29 E. Tbc 1enn 04drilling unit'' shall mean the area Rx~ fur the drilling. of one: wo'I by order ar rul,e or any 1lato or 
JO federal body having ••thority. lfa drilling unit is not fU<od by any such rule or «dcr, a dtillina Ur.it shuU be l110 <lnllint vnit as establish­
JI ed t>y the p.,nern of drillinc.i11 lhe Contract hea or as liKed by e.<press agrccmon\ afthe Drilling Pan,.,s. 

32 f. The tonn "drills,te" shall incan U10 oil and gas lease odntctest on which a ]lrOposcd well is lo l•c locatcd. 
33 G. 1l1c tonns "Dnlling Part," ,nd "Con,ontiog Party• sll;lll mean a party wl10 •grcos 10 joir. in nnd pay ils share or the cost of 

) 4 uny opii::ration i<;onductcd undi:r the provisions of lhis agm::mtnt. 
JS H. The tams "N~n-Vrilling Por!y" and "Non-Consen1ing Party" shall mean a pany who tlccas not lo participate 

36 in a proposed operation. 

37 
3g Unloss the COOtC>ll olh'!l'WiS(! clcatly Jndieatos, words used in the singular include !be t•lural. the plur,l includi:,; the 

39 singular, and tJ1e niculer gender includa the maseu1ine and u-e rc1ninine. 
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ARTICLllll. 
EXHIBITS 

Th<· followinc exhibits. as indicated below nnd auaohed hereto, ore incorporared in and rmdoa port hcrcor, 
A. li,hibil "A'', shall include tho following inronmlion: 

( I) ldcnli6ca1ion of lands subject ta lhls IFKatcnt, 

('.i:') Rcsuictians, If any, as 10 depths, formations, or su~cs. 
(Jl PcrccntDgcs or rmctional intcnsts ofpilrties lo this::i~ment, 
(4) Oil and i:as leases and/or oil and gas inlorestssubjecl to this agn,c,ncn<, 

(!) Ad<h-esscs afportics fur notice pwposcs. 

B. Exhibit ''8". form of Lmse. 
C. !ixhibit "C". Aa:ooncing Procedure. 
D. Bdiibic ·D", lnS\lranco. 
E. E,hibil "E''.OosBalancing Agreement 
F. Eirhjbll "'f'\ Non-Diserimimation and Ccrlificatio11 ofNor1-Segregated Facilities. 

o. Exhibit "O", T"" Parln<nhip. 
57 lf any provision of any edtibit. execpt Exhibits "F" and ''0''. is incCtT1sistcnt wilh uny provi~ion tonlainc..' in the body 
58 of Ibis ogrccmcnt. lhc Jl'U•iSiodS in the ~y 0(1his agroc1non1 shall prewil. 
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ARTICLE Ill. 

INTERESTS OF PARTIES 

4 A. 011 •nd C•s lntu...is: 

6 If any party OW115 an oil and Iii• interest in tl1c Contl'llCI Arca. lh.11 inlcrcst smll be trc&lod l'or all purposes of 1his agrcemcn1 

7 and during the term horoor as lf ii were cov.,od by the l'orrn of oil ond ll,IIS I= auncl,cd hmto as Exhibit .. B ... and Che owner thereof 
3 shall be deemed lo own bolh the royally inlcrcsl reserved in such lease and the in1ei'OSI oflhc Jessee a1eteunder. 
9 

10 B. lulcreols or Parties In Cosls nnd Produ<1Jon: 

II 
12 Unless changed by olher provisions, all costs and riabilicics incwtcd in operations under 1his apeemenl sh•ll be bomc and 

J l paid. and all equipment and inalerials acquired in operations on the Conlr.lct Arca shall be owned. by the panics as their incerests are sci 

14 forth in &luoit "A". ln lhe same manner, the ponies shall o!so own all prnducrion of oil and g,,s from the Conlr.lct Arca wbjo:I to the 
15 poymcnlofroy:,lties1011lc0<tenlof l/6 wltichshallbebomeashereinollerscHortlt. 
16 

l 7 Rcll31'dl... of which pony l10s eonlribu1ed the lcoso(s) and/or oil and gas intcn:st(s) hcre10 on which royolty is due and 

18 pay:,blo, each port)' enlit!od to reccivo a shore or produciion or oil :md gas fro,n 1he Contract Aroa shall bear a!ld shall pay or dcl ivcr. or 
19 cause lo bo paid or dc!ivorod. lo Ilic Clllenl or its int<rest il1 such produccion, the royalty amount stipulated hereinabovo and shall hold the 

20 Diller porties rree fiom any liability therefor. Na party shall ..,,. ~e n:sponsiblc, however. on a price basis higher thon the price ro:eived 

21 by such party, to any other party"s lessor or royalty owner, and if any such olhcr party's lessor « royalty owner should. demand ond 
22 rccci•e senleinenl oo a higher price basis, lho party contributing the affccled lease shall bmr lhe additional royalty bunion allribulable to 
23 such higher price. 

24 

2S Nolhing contlincd in this Article 111.B. shall be deemed an 1ssignmentor cross-assignment ofinlercsts covered hereby. 

26 

27 C. Eltcess Royolties, Ov<triding Royalties •n.t Otho• l'•)'111ents; 

28 
29 Unless changed by oUtcr provisions, if Ille in,.,.,,1 of 01\)' party ln OllY bsc COVl!fcd 1,croby io .,.tijcc\ 10 any rcyalty. 

30 

31 

32 
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52 

SJ 

ovcrricllr\g r<1yalty, product.ion paymedl or other burden on proctu.ction in C;1;ctss ar the 11Luount '1ipulateJ in Article 111.D., such pilrly 50 

burdened shall assume and alone bear all such excess obligalions and shall indemnify and hold the other panies h..-cto harmless rro1n any 
orul all clnhus and detoonds ror poyntcnt osscit<d by ownm ~ r such •KCCSl' burden. 

D. Subsequently Creot<d lntcrcscs: 

I( any party should herC3Aer creale on overriding royalty. production payment or other burden payable oul of production 

attributable to its working interest hereunder, or if such a bur,d01 cxis1cd prior to lhis asrccmcnt ond is nDl set forth in Exhibit .. A". or 
,vas nat disclosed in wriling to all other porlics prior to the execution of lhis agree...,, by all parties, or is not• jointly aekoowkdg<d and 
accepted obliption of nil portics (uny ,,,ch intcn:n being hcrei,iafter refe,rcd to as "subsequently creitcd interest" itrc.<pccdvo of the 

timint of ils creation and du: patty out of whose worklnt: inter~ the subsequently crmt~d in1eres1 is dcrivm' bcint hcreimaRf!' ref Med 
to •• "'burocn<d p.,rty'"), ond, 

I. If the burdened pony is required under Chis •g,:ecmcnt to assii:n or relinquish lo any othCI' party. or poni..._ oil or o portion 

or ils; ~vorking interest. and/or the produiction attributable thccer:o, said other party, or panies. shiJII receive s::Jid assignmenc andlor 
production free and clear or said subsequcnlly crcalcd inlerest and Ux, burdened p,rty shall indemnify and save S11d other party. 

or parties. h:!rmlcss from any and all claims and dcnmn<ls for paymeru asSC1tcd by Ol"JterS of the subseqUGllly <rooted ;,,1cr .. 1; 

wid, 

2. lrthe burdonc:d party rails to pay. when due. its share of expenses c:lmrgcable hereunder. aTI provisions of Article VH.B. shall be 
cnCorcc;ible again$l the subsequently Cft!.lted in1eri:st fo lhe 1,.1.~ manner Rs they arc cnfoteeable against the working interest of 

!ho bu'*"ed porty. 

ARTICLE IV. 

54 l'l'fLl!S 

;;s 
S6 A. Title Eumlnation: 

57 
SB Title examlnotion shall bo made on die drillsite or any proposed well prior lo commencement of d11Ui11c opera1ioas or. if 
;59 lltc Drilling Parties so rcquC$L, tide cxnminnlion .slwl be made on the leu.scs ond/ar oil and gas interests included,. or planrn:d to be includ-
60 eel, In 1he drilling unit arouud such well. The opinion will include the ownership or die worldni: ln1ere51. minerals, royalty. overriding 

61 ro)'ally ~nd pcodu~ion payments under the applicable leases. Al the ti,ne a well is proposed, each porty conuibutin: leases and/or oil and 

62 eas interests to tho drillsito, or to be i11cludcd in .such drillin& unit. sholl filmish to Operator all abSllllcts (including federal lease status 

61 repcrls). 1i1le opinions. title papers and curative material in ils possession !rec of charge. All such information not in the possession or or 
64 made available to Opentor by the parties, but nec:es"'IJI for !be uamirn1tion of the title, shall be obtain<d by Opmolor. Opemor ~"811 

6S cause tille to be =mined by attorneys on !ls s1aff or by oulsidc allarnoys. Copies of all lillc opinions sl11ll be (Uflushcd to eoch party 

66 h!rcro. Th• cost lncuncd by Operalor in this tiUc proi:ram slmll be borne .. follOl":S: 

67 
68 D Option No. l, Coses incurred by Opcnlor in ptOCUl'ing abstracts and title cuminotion (including preliminary. supplrmencal. 

69 shul•in ps royalty opinions and divisloa order title opiniomr) shall be a part of dte administr.11ivc overhead as pN1Yi<!cd in Exhibit"{"'. 

70 and sh.ill no! be a dire<! charge. whether pcrl'ormed by Opmtor"s SlalT attorneys or by outside attorney,. 

-2. 

t 1 

C 002171 



A.A.l>.L. FORM 610 - ~EL FORM OPERATING AGREEMENr~:i 982 

ARTICLE IV 
mnlinued 

li1I Qqtion No. 2; Costs incurred by Opcn,tor in procuring nbs1rncis •nd recs poid ouisido otlornoys for title cM01111na<1on 

2 (including prcliminmy, supptc,m:nlal, shut-in J13S royalty opinions and division ordcr tille opinions} 1holl be bomc by the Drilllnc Parties 

3 in the pr0pertio11 that the intcrCII of each Drilling Pwty bears to !he to1al inl<l"ost of alt Drilline Parti<s as such intcrCJI., appear in Ex-
4 l1ibit to A

1
". Operator- shall muke no charge for services rendered 1,y its s1aIT auomcys or olhcr pcrsotn'lcl in lhc; p:rronnum:e of lhe above 

s funeli,,11$. 

6 

7 E:lch p:11ty shall be n:.spon,iblc for sccurini: curativo miller and pooling omc:ndmcnrs ar agrcallCJlls required in coMeclion 

8 w~h leases or ail and £lLS intcrc:sts conlributed by such party. Oper.ttor shall he responsible for the prcporation and =rding, of pooling 

9 dcsignaticns or dcclar11idcns as well as the conducl orhOJrina$ W.:,re covernroontal agc:ncics for l11c s~u -0f spac:ing or poo1ine orders. 
10 This sludl not prevent any party fl·om appearing an its own bcootrouny such hearing. 
ti 

12 No woll shall be driTicd on Ille ConlrOcl Arco until ofter Cl) the title to the drillsite or drilling unit bas been examined as above 
13 provided, and (2) the title hos been approved by the .. •mining allorncy or ti~e has been accepted by all of the panics who aru to par-
14 tielpatein the drilling oflho well. 
15 

16 D, Loss or TIiie; 

17 

18 I. Failure of Tide: Sbould any oil and t,as int=st or lease:, or interest lhcn:in, be lost througl1 la~urc of title:, which lnss rc,ulls in a 

19 rocluction of interest fi-atn that shown on Exhibit "A", the p:iey contributing tho affected lease or inlc=l shall hove ninety (90) doys 

20 from fin:tl dc,Lcnnin.i.Lian or title railure 10 n.cquire a nc\Tt IOI.Se or other inslnunent curiHg 1be enlU'ety or Ille (iUe failun:
1 

which atquist-
21 tion will not be subject to Anielc VIII.B., and foiling lo do so, this lf!l'Oal\C<II, ncv«1hclcss, sl,afl continue;,, force a, lo all remaining oil 
22 and gas leases and intcrcsis: and, 

23 (a) The Jl"rlY whose oil ond gas lease or intcrCII is affected by the title failure shall be.Ir alone d•e <111irc loss ond it shall not be 
24 entitled lo recover from Operator or the other p.artics any development er operating costs which it may have lhcrctororc poid oc incuncd, 
25 but there shall be no additional liability on iu port to Uic other pamco lu:n:to by rca>0n of such title failure; 

26 (b) Thcu: shall be no retroactive adjustment of c,r;pcn.scs incum:d or revenues received .&om the op1:ration of the inten:sa which hi15 

27 beat loSl, bul U1c lntcr..u of die parties shall bo revised an 1111 '""""I:" msis. as of tho limo ii is dolenniow finaly thnt utle failure hns oc-

28 curred, oo that Iha intem;t of lhe party who,. leose or inter .. , is affi:oted by lhc title failure will thereofier be reduced in the Contract 
29 Arca by the amounl oftheintot-esl lost; 

30 (•) if !he proportion.,tc inlcrcot or the other parties hereto in any producing well lhcrctora,c clrillcd on Ibo Contract Arco is 
31 increosed by rcoson or the tide failure, die party whose title hos !ailed shall TCCCi•c lhc proceeds attributable lo die incraisc in such in-

32 terost {J .. , com and burdens atlribuloble thereto) until it has been rcilnbursod for 1D1rccovercd costs paid by il in conneclion wilh such 
33 well; 

34 (d) Should any por•on not a party lo lhis agrc.,11CRI. who is dcta-mincd lo be the owner of any intacst in tho till• which has 
35 failed, l'i'Y in any 1D1U1n<r any part of the coll or operation, dev<lopmcnl. or oquipmonl. S11Ch amount sl'llll be paid IO tlle p;111Y ot parties 
36 who bore the cDSlS which arc oo refunded; 

3 7 (cl Arty liability IO accouot to a third party for prior production of oil and gus which arises by n:oson of title roilure shall be 
38 bamo by lhe party or parties whose title rancd in the same proponions in which lhey sliarcd in such prior production; and, 

39 (I) No cha•e• sholl be made 10 the joint accwnt for legal expenses, fee, or soloric.s, in connecdon with the dcrensc of the interest 
40 claimed by Rny party hcrc10, ii being tlie in1en1ion or the parties ha-ctn thnt each sholl defend Ihle 10 its interest and bear all cxpcnsco in 
41 eot1ncc1ion lho·cwith. 
42 

-43 2. Loss by Non-Payment or Erronoous Pavmmt or /\mount Duo: If, lhrough mistake or oversight, any rental, sl1ut-in well 

44 pnymcnt. ,ninimum 1·oyally or roy,,lty payment, is not paid or is ci:oncously paid, and as • result a lease or interest therein terminal .. , 
45 there sball be no maneuuy liobiliry against the party who failed to make such payment. Unless the party who milod to 1nakc tho required 
46 p0ymcnt secures a new lease covering the same interest within ninety (90) days ft-om the discovery orthe failure to 1mko prupor paymen1. 

47 which .acquisition MU not be subject to Article Vlll.R . .., 1he lntctestS Dfthe p.vtits shall he revised on an acrC1ge basis, cff=:1iw as of the 
48 dale ohcnnination of the lease involved, and the party who failed to make proper poymont will no longor be Cl'cditcd wilh an intorcsl in 

49 the Contract Ar<a on account of owncr.hip of the lease or inlcrcst which has t<J'tninatod. In !he c;cnt the party who failed to mak.e the 
50 required payment sboll not have been fully rci,nbur.scd, at the time of the loss, &om die proceeds of the sole of oil and ga., attribu!Jlb!c to 

5 l the lost intcre.si.4 calcul:itcd on an acreage busis. for the -de•clopment and opcn11ing coifs thcn:toforc paid -on account or such inc«~t. il 
52 shall be reimbursed for unrccova-t:d acl!Jal cost.s 1beretoron: paid by ii {but not filr its shoro of die cos\ of any di)' liolt pieviously drilled 
53 or wells previously abandoned) lrom so much of the following as 1s ncccss:il)' to effcct rc:imburscmcn1: 
S4 (a) li'oeeed., of (Iii and gasT less opcnuini; expenses. then:toForc o<:cruOO to the: credit or the losi int-crest. on an ac1C1gc basi:i, 
55 up to the amount orurrre::ovcrcd eosls; 

S6 (b) Proceed,, lo.,s op<ralinll .. penscs, thercollo,- accrued amibulablo lo the lost int..-.. t on an norm10 bosis, of lh•t porllon of 
57 oil and ll,DS thel'cancr produced and marketed (excluding produ<lion from any wells th.,...llcr drilled} which, in the ab.soncc of •uch lease 

SB lermimlion, would he at1n'bu1ablo lo die lost interd on an oorcaic bosi,, up to the •mount of unn:C<Jvered <OSI>, the ptocecds or soi a 
S9 portion oflho oil and J!'l$ IO be contributed by the other parties in propor~o,, t<> theu- rospe<ti•e iOl<r0$1; Mid, 

60 (-c) Any monies:. up to th~ a.mount of unrccovercd costs, that n,.3y be p.iid by any party who is. or becomes, 1hc own-er or the interest 
61 last, for Ulie privilege of partici~Cing in lhe Contract Area or becorrting, ii pany to lhis agrcc1nent. 
62 

63 3. Q!bcr Loss .. ; All los.scs incurred, other than those SCI forth in Articles IV.B.I. and IV.B.2. abov,; sl,dl be joint losses 

6' and sholl be borne by all panics In proportion to tl,cir interests. There shall be no r"'dju,uncnt or intere,ls in U.e rc,mining portkm of 

65 the Contract Area. 
6& 
67 

68 

69 
70 

·3. 

C 002172 



C 

~ 

'-" 

V () 
A.A.P.L. FORM 610-MODEL FORM OPERATrNG AGREEMENT~ 1982 

I 
2 
3 

4 A. Desip:atio n :and RuponsibililiQS or Opentor: 
s 

ARTICLEV. 

OPl>RATOR 

l j_jf t 

6 --------------'M=a.,rb.,ob=En=e.,r,,gLv.,,C"'o.._rp,.o.,,r"'a"'ti,.o,..n ________________ ,ball be1l1e 

7 Opc:ralor ofth<, Con1rac1 Area, and shall condw:t and dire;;t and havo full control of all operations on th~ Contr.icl Arm as permitted and 

8 roquircd by, and "'ithin the lionits of Uus l!£1'tenlall. !c shnll conduct all =h operations in a good and workmanlike maMer, bur ~ shall 
9 h::ave no liability os 0,pcralor to the other pa11ies fol' fosses sustained or (iil.bilitics lnC\Ul'~d.. e:Kccpl such as may result rro,n gross 

IO negligence or wil UiJI misconduct 
II 
12 B. Reslgnallon or Removal ofOpor.itor and Selection ofSuccfflOr: 
ll 

14 l. R,esip.,rion ()r Removal of 0:P<rnl9~'! Op;:ra:fc,r JlJilY resign at any llmc by giving wriu,cn notice llu:n:or to Noo-Opmt101·s 
IS 1ropentor terminates irs legal existence, no l<>ngct own, an intcr<Sl ltcr,:undcr in U,e Contract A,.,., or is no longer •"l'Oble or serving as 
16 Operator, Opcnlllr shall be deemed to have resigned wi1hou1 auy a<:tion by Non-Opetalor>, .. c;cpt lhc 1clcclion ofa succcs,or. Op<nlor 
17 mny be removed if'il fails or rd'uses to cany ouc its du1ics hereunder, or becomes Insolvent, banknapl or is placed .in receivership. by the 
18 o.flinnnti>·e vole of1wo (2) or more Non-Operators owning a majority inlerest bosi:d on ownorship as shown on E,hibit "A" remaining 
19 allcr cxcludin; the voling inlcresl ofOpmtor. Such resignation or remo•:d sliall not become effeClivc until 7:00 o'clock A.M. on !he 
20 fim day or the calendar monllt followin& rho .. pirnlion of nine,;y (90) days after U1e givi"I! of notice or ,esiinatioo by Operator or action 
21 by the Non•Opera1ors to remove Opmtor, unloss a successor Operator has beco selected and nssum .. 1hc duties ofOpeo:itor at 111 <:1rlict 

22 date. Operator, u!\a- clTcclive date or resignation or removol, shall be bound by the terms hereof as 11 Non.Operator. A change of a cor-

23 porate name or struciUL'e of Opcralo1· or lransrcr or Opcralor1.s interest to any single subsidiary, parent or successor corporation shall no\ 
24 belhc bosi., for rconoval of Operator. 
25 

26 2. Selcotioo of Successor Operator: Upon 1hc resignation or removal of Opontor, a suc..,sor Opcmklr shall be ,el«:ted by 
27 the pa1ti\?S. The suc:cx:ssor Operator shall be selmt.:d from th.e panic:5 owning an inh:resl in lhe Conlract Arca at the Umc sucl1 successor 
28 Opcraloc" is s<!l<d<d. The su=r Op..-Jlor ,lgll 1,e solected by lhc nffinrolivo wlc of two (2) or mon, po,tia; owni"S o majority i111en,s1 
29 based 011 ownership as SbO'"II on Exhibit "A": provided, howover, ii an Opcn,lur whi,;h Ira• been ranovcd fails to vole or voles only 10 

30 succeed i«clf, d,c successor Opcnitor shall be selected by tl1c nfrotma~YC VOi~ oflwo (2) or more panios owning• majorily int=t booed 
31 on 1>WJ1a:dJip as shown on Edlibit .. A" rein~ining after excluding the voting inlcrcst or the Opmlor Chat was re1T1oved. 
32 

JJ C. Employees: 
34 
35 Tb• number of employees used by Oper:uor in conducting opc:nuions hereunder, their selection, oad die hours or labor and the 
36 <ompcnsntion for services perforoncd sha!I be determined by Opcr.olor, ond all such conployccs shall be the employee, ofOpcmtor. 
37 

38 D. Drilling Con1raets: 
39 
40 All wclls dolled oo the Cunlracl Ami shall be drillw on a compctidve co111rac1 basis at lhe u.sual ala; prw.,iline in the area If it so 
4 l dcsin:s, Opt:mtor may omploy its own tools and equipment in lhc drilling: of wells, but ils charges therefor shall not CKcccd the prevailing 
-42 rares in lhc a.rca and dtc r.:uc of such charges sball be ngreed upon by lh.e parties in writing before drilling operations- uc commenc.cd, and 
43 .such work shall ba perrormed by Opemtor undu the same tcnns and conditions as arc cuslommy and usual in 1he area in conlrncts of in. 
41 depe11dent contractors who ore doing WOik of a similar nalui,:. 
4S 
46 

41 

48 
49 

50 
51 

ARTICLE VI. 

DRILLING ANO DEVELOrMENT 

52 A. lolll•I Well: 

53 

54 On or before: the 1st day or __ ___,Ac,,u,..g.,,u.,st ___ ~ fJ"ttJrJ ~. Opmi.lCJr" shall commence dn: drillin.1: ora weU for 

SS oil and C<\S GI tl,c foDowing: location: 
A le.911 loeation in SeG1lo114, T2$S, R2aE 
Eday County. NewMeldco 5& 

57 
58 
S9 

6Cl 

61 

62 
63 

64 
65 

66 

67 
68 

69 

70 

and shall thereafter continue lho drillina of the well wid, due cL1iaencc to 
suffiGlently test the Bone Spring formation 

111,lcss granite or other practically impenetrable substance or condition in the hole, which render., r,nher drilling impractical, is en­

co•nlered al a l<Sser deplh, or unless all ponies "8""" lo complete or abandon 1he woll at • le.ssct· depU1. 

Opmuor shal! make reasonable tesls of all lbl11Jlllions encountered durins drilli"!I which Jlivc indicotion or -(;lining oil and 

gas in quantities sufficicot lo lest, w,lcss this ogn:e....,,t shall be limited in its application lo • specific fonllillion or fortnations, In wlticl& 

event Operalor shan be rcquin,d to test only the formnlio• or fonn•lions IG wl1ich this agreenocnt "'"Y opply. 

.,t. 
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A.AP .L. FORM 610 - ~1:1.0EL FORM OPERA TrNG AGREEMEN1q 982 

ARTICLE VI 
continued 

If, in Operator'$ judgmcnl, lhc well will nol produce oil or gas In paying quantities, ond it wishes to plug and abandoo u,e 
2 well •• a dry hole. rho ptOvisions of Article VJ.I:. I. shall thereof lei' apply. 
J 
4 

6 D. Subsequent Oper•llons: 
7 

8 I. Prnnosed Oncmlions· Should any par1y hordo desite to drill any well on the Conlr.let Ara, other thon the well provided 
fo1· in Article VI.A., or I.I) rcwollc, deepen or plug back 4 \1/y hole drilled at the joint c,ponsc of oil port! .. or a well joindy owned by oil 

10 tho p•nlcs and not then producing in p•ying quantkics, 1he p•ny desiring lo clrill, rework, deepen or plug bad such a well sliall give the 

11 other parties wrilton notice orll,e proposed operation. sp,cifying lh< ""rk to bo performed. tho location. proposod depth, objcclrn: fom,a-

12 lion and !he eslintaled cost of the opcralion. The ponies receiving such • notice shall have lhirty (JO) clays after receipt of lhe notice 

13 within which ro notify U1e party wishing to do the work whether they elect to porticipale in U,e cost of U1e proposed operation. If a drill-

14 ing rig Is on localion, no,ioc <>fa proposal to rcworlt, plug boclt or drill deeper may be givm l>y lelephone and the response period sh,11 be 

15 limi1<d It> fony-dghl (48) hours, ei<clusivc ofSatutday, Sund3y, ond l•g•I holidays. Failure of a party recciYing such notice to reply within 
!6 Ute p,liiod above foxed sllall oon51itulo an election by that party not to pllrlicipate in U,e oust of lh<: proposed operation. Any oolico or 
l 7 response givcn by tdcphoneshall bcpromplly conlirmal in w1i1ing. 
lS 

l9 
20 

21 If oil parties elocl lo parti<:ipote in such • proposed operation, Opcntor shall, within ninety (90) cloys after expi111tion of the notice 

22 period ofthfrty (;O) d3ys (or as promptly as possible after the Ol!piration ofrhc fort,y-cighl (48) hour period when• drilling ri1 is on loc•-
23 lion, as the case =Y be), actually commence lhc proposed operation and complete ii with due diligonce at the rislc a1ul expense of all par-
24 lies ht>elo; provided. however. said conuncncemcnr dote may be extended upon written notice of some by Operator to the other parties, 

2S for o p<riod of up to thiny (30) additional days if, in the sole opinion of Op,mtor, wch addi~onal lilne is r,os,:11,nbly oo:essory to obtain 

26 pcnnilS Imm govcmmcnllll au1horitics, surfaco ri:;hlS (includinc rights-of-way) or appropriale drillins "'!"ipmmt, or 10 complete tide ex-
27 anUnalion or c.ululive ,natu:r required for title approval or •cccplanca. Natwjlhstandina lhc fon:c majeure provisions or Article XI1 if the 
28 ""1Ual opcl'ation has not been commenced 1Yithin the lime provided (including ony e,umsion 1heroor as spccilically permi11cd hcn,in) and 
29 if' Dn)' pwty hereto still desires lo conduct mid oper.:ition, written ootice proposinJ snmc must be resub,nittcd 10 tho other parties in uccur-
30 dance with lhe provisions hcn:of as if no prior proposal had been made. 

31 
32 
33 

34 2. Opera1ions by Les, than All Purtle,: If any p•rty rooeivinJ such notice iu provided in Miele VI.B.I. or Vll.D.l. (Oplion 
35 No. 2) ele<ts nol to p;lriicipalc in the JllVpo>cd op<r.otion, lhen, in or4¢r to be entitled to the bcJ1efits or thfa Article, the pany or parties 
36 giviog lhc notice ond sucl1 01her parties as shall elecl to pol'1icipale in the operation shall, within nineiy (90) days one,· Ille oxpinlion or 
37 lhc notice pcriodoFtllirty (JO} days (or as prompdy as possible •fler 1hc expiration of the fony-eight (48) hour period wl1cn a drillinc rig Is 

38 on location, os the <ase may be) actually conunence the proposed operation ond complete it with due diligence. Opi:mror nil pcrfonn all 
39 work for the account or the Consenting Parties; provided, however, if no drilling rig or other equipment is on loco6on, and if Operator is 

40 • Non.Consenting l'ony, the Consenting Parties shall either. (a) r<quest Operotor to perronn the work required by such proposed opora-

41 lion for the account or the Consenling Parties, or (b) designate <>no (l) ofrhe Conscnling Ponies as Operator to perform such work. Con. 
42 smling Parties., when conducting cperalions on the Contract Arr:2 pursuant to 1his Article VJ.8.2 .• sh11ll comply with all terms and con-

43 ditions ofthis agreement. 
4! 

4S 
46 

47 U less U1an all parti"' approvo any proposed operation, lhc proposing party, immediately after U.c cxpiralion of the appli<ablo 

43 notice period, $111111 advise the Conscnting E'artics of the Iola! inlmst of lhc: partiH approving b'llCh opetation and its recornn,e,1da1ion as 
49 lo wltcrlter the Conscnllng Parties ohould proceed with lbe operation as propoS<d. Each Com,cnling Party, within loriy-ei&J,L (48) hours 
SO (cxclumo of S,lunlay, Sund<iy and lepl holidays) after n:cdft of IU<h nodcc, ,hall advise the proposing polt)' or its desire to (a) limit por­

SI ticip;ation to such puty's interest as Mown ,on EJthiblt '1A"' or (h) carry its ptoportionate p:111 of'Non.Co~nting. Partic::s• inti::rcsts, :,nd 
SZ failu,.., to advise th<: pro):lClsing pnrty sb11ll be deemed an clcctlon under (a). In 11,e event• drlllllli "' Is on location., the limo JlOl1niued for 
SJ su<:h a rcspQll~ sholl RQI exceed a total of tbrty-clght (48) bours (inclusive orSa1unlay. Sunday and l<l)lll holidoys). The proposine P>rlY, 
S4 a• its election, 1n:iy withdraw such pl'oposal Jr there ls irisuffieleni p.'U'tlclpadon and sl1nU promptly noufy all panics of suc'h decision. 
ss 
S6 

S7 
,8 The <J11irc am and ri5'c of conducting 511ch operations shall be borne by tho Consenting Pmtics in 1he p<0por1lons they hovo 

S9 clc:,;lcd. to b= same under the terms or 1ho pra:cdmg pan,pph. Con.senting Pnrlics shall keep 11,e leasel1old "51ates inYQlved in sucb 
60 ope,~tions ftcc and clear of all tiens and cneu,nbnincc, or cv<ry kind cn:oted by or nrising from tho operations or rl,o Consenting Parties. 
6J rr Ji:ucla an opcratfon raults in u dry hole; the Coruea1ing Parties shall p1lg ond abandon the well llftd rcsior~ ihc sUT&cc roauion u thclr 
62 sole cost, risk nnd txpens¢. If any well drilled, rcwotlced, de<pcnod or plugged bnck under die provisions vf d1is Article ...ulls in n pro-

63 ducet· of oil and/or gas in paying quantities. litoCoruenting Parties shall complete and equip lhe wdl lo produce at their sole cost and risk. 
(i4 

65 
66 

61 
68 

69 

70 
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A.A.P .L. FORM 610 • Mt1DEL FORM OPE.~TING AGREEMEN'J.'~"1982 

ARTlCLEVI 
continued 

•ml 1he well ,hall the,1 bo tumod ovc:r 10 Opcl'ator and sh:!.ll be 1poratcd by it al Che upenso and for th<: occoum or the Consenting Par-
2 tics. Upon comma,ccment ofopcrutions for rho dn1ling. reworki,·g. dceflffling or plusging biek of any sud, well by Consenting Parties 

3 in aceordo.nco witl1 the provisions ofdtis Articl~ ~ch Non-Conm•ling Party shall be deemed to have relinquished 10 Conscntln.e Panies, 
4 and &he ConsenLiog Parties shall awn and be entitled to rc:eive, it., proportion to U.eir te1pcctivc interests. a.ti -0r such Non-Conscnling 
S P•rtf• intei,,., ln lhe well and share or producti<m IMtelroin until lho ptDCl:ds of the sale of such shar-. calculated ot the well, or 

6 1narkcl value dlereof if such share is nor suld, (ofta dcducling proauction la~es. excise 1axes, royally, ovcniding royalcy and other in-

7 t<rosls not uccplcd by Article lll.D. payoblo out of or measured by Ille produclion from such well a<cruing witlt rcspoct to such inlcre,l 
K tlntil it reverts) sboll oquul lho total uflhe following: 
g 

10 
II 

12 (o) 200% of coeh such Nau-Consenting l'any"s share of 1he cosi or any 11cwly acquired surw:e cquipmau beyond lhe wclU1eod 

ll oon-.tiom (includiog. but not limhcd to, stock tanks, separators, lreatoc, pumping equip,nenl and piping), plus 200% of coch such 
14 Non-Consenting Party"• share of the cost of operation of the well ccmmonci •B with first production and continuing until coch such Non­

t.s Con."ienting Party's relinquished interest shilll revert 10 it under other pr ,visions or this Article. it bdng agrem tlu,r eaeh Non• 
t6 ConscntEng Party"s share of such cosrs and cquiplnent wiH he tha1 intacst w,,ich woufd have bttn. cllargc:d:ile ro .such Non.Consenting 
17 l'nn.y had it pu11icipatcd i111hc well from the beginning of the oper.uions: and 

18 

19 
20 
21 (b) _fil!!L__ % of that portion of lho costs and .. p,2,scs of drillin&, reworking. deepening. plugging bock, testing ond complc1ing, 

22 allerdeductini:any cash con1ribulionsreceived under Article VJII.C .• ond SOQ % oflhot portion oflhecost of newly acquir<d cquip-

23 mcn1 in the well (to and includin_c 1hc wellhead co1U1ecllons), which would have bec:n chargeable to such Non..Conscnling ra1ty ir it hild 
24 porucipolcd therein 

2S 
26 

27 

Sea flr&l paragraph of Page Sa 

28 N1 el~lion not to partii;ipo.te jn the drillin3 or the d,c,q,ei.Ung of :a wcJJ ,mu be dc:,,·med iln clcd:i<m not to p.vticipalc in any n:-

29 working or plu;ging back opcmtiun prupased in wch • well, or portion thctwf, to which II c inilial No,i-Consent elO<tion ar:plicd thal is 

30 oonducled at oay lime prior to full ro<ovcry by tho ConS<nlin11 Parlios or the Non-Cons~•lng Paa1)''• IC<O\!Ptncnt account hny such 

31 roworkin; or pluggins back opaation conclucted during the moupment period shall be deem,,! port of the cast of ope,.tion of uid well 

32 and tl1erc shall be added to the wms to be recouped by lhe Ccnsenling Pal1ics one hundred pc.cent (100%) of that portion of Ute costs of 

Jl U,c ro1Yorlcing or plul!lling back operation which would hove been chargeoblc to such Non-Con..enling l'orly hod it pol1icipalcd therein. If 

34 such • m=kin11- or plugging back op=tion il propos.d durin11 such recoupinml period, U,c pn,visions of this Arlklo Vl.8. shall be ap· 
JS plicnble as bclwccn said Consenting Parties in said well. 

36 
37 
38 

6ee second paragraph of Page &a 

J9 Dwing lhD period or titne Consentin_g Parties arc mtitlcd 10 receive Non..Const:nling Pa:tfs share cf produclion. or 1hc 
40 proceeds thcrelion,. Consenting ranics shall be responsible for lh.e pilyment or a11 production, !CtJe.iUlec, cxctse, gathering and other 
4l to, ... and •D 1-oyalty, overriding royalty and oth« bmlens applicable lo Non-Consenting Porty's shsrc tfproduclion not excepted by Ar. 

42 1iclc 111.D. 

43 

44 

45 
46 In tho .... of any rcworkini, pluning back « deeper dtillini operation, tho Con,cntina l'at1i<S ,r..ll be p<:rmittod lo u~ li'ee 
47 or cost, all casing, Lubin; and other equlpmmt in lhc welt. b\lt lhc ownership of all .such eq_ujpntcJU shall re nain uru::hangcd; and upon 
48 obondonmcul or• well a nor such rcwo,king, plullllins bad or deeper dtilliltJ, 111\l Consenting Pmtics sliall a :count tor all such equip-
49 mcnl Lo the owners lhcrcof. ,.;d, each party receiving ilS proportionaa: part in kind or in whre, I= cost of sal~e. 

50 

SI 

52 

SJ WiUWI sixty (60) ®ys after the completion or any opemlion under lb.is Article, lhc part)' C"Orulucling t1.c o.i::,autions for thi: 

54 Conseotine rarties chall furnish each Non.Consenting Party w;,h an invcnlory of the equipment in •nd connected 10 d1e well. and an 

ss itemized statement of the oosl of drilling, deepming, plugging baclc, testing. completing, and equippin11 the well l'or pi,duetlon: or, 11 its 

s.; option, tho opcr,iting potty, in lieu of an itemized Slatcmcnt of such costS of operation. ,nay submit A detailed Slalemcm of monthly bill· 
57 ing,. Each ,noath U,ereo~c:r. during die time the Coasentin& l':uties arc being rcimbumd as provided abov-. lhc party conduoting lhe 

5g operations for the Consenting Parties shalt furnish the Non-Conscn1ini Parties with an itemized sLalcmcal of all co,ts D•l\ liabilities in-
59 cu!Tm in the opcnuion or ahe well, loges.her with o. SJQletnc:111: of Iha qmmllty of oil and g;is pradu,ed. Jiom it and Lha a1TIOum or pn;u;ccds 
60 rcoliud lroin the sole <>( tl,c weirs working in1ecst produ,1ion duriog lho preceding month. In determining the quantity of ,,ii •nd gas 

61 p((l(lueed during any month, Consen1ing Paruos shall use li,du.sll}' mccq>lcd methods such as. but not limited lo. mdmn& o:- periodk 
62 well tests. An.y amount tt.alized from the sale or othc,: dispcsition of cquiptr£nt newly ~uited in ci>nnection wilh any such operation 
63 wbicb would ha~ been owned by a Non.Consenting Party lrJd ii participated tl1crei1> Jhall be credited against the lolal unretum,u ccsts 

64 of 1he wort done and of the equipinent purcha,od in determining when the inlcrcsl or such Jllon-Conser11i~g Party shall revert to it as 

65 above provided; and ifll1erc isa credit balance, ii shell be paid lo such Non-Conse~1ing Party. 

66 

67 

6& 
69 

70 

SH third paragraph of F'age 5a 
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A.AP.L. FORM 61 o -Mcrba FORM OPERATING AGREEMENH 9s2 

ARTICLE VI 
continaed 

Nolwllhslanding any language under Article VI.I!. to Iha contrary, In any wall In which a completion attempt 

2 
may ba mada at more than one depth, each party who partlcipatad In the Initial operations hereto shall ltave the right to 
make a separate election as to each Interval In which a complellon is proposed. Should a party hereto elect not to 

J participate In a completion attempt as to any one interval, then those parties who elect to partlclp.at,a In Iha complatfon 
4 atlempt as to that Interval, shall, In the propc,tions they have elected to bear, share all costs, risks and axp•nsas of 
S •uch completion attempL Any n,coupment of said expensea shall be made solely from the production attributable to 

that lntervaL 
6 

7 

8 Gas produ<:tion atlrlbutable to any Nan•Cansantlng Pariy•a relinquished Interest upon such Party &lectlon 
shall be sold ta Its purchaser, if available, undar the torms of its existing gas aale contracl. Such Non-Consenting Party 

9 sru,U direct Its purchaser to r.mlt the proceeds reeelvable from such sala direct to the Consenting Parties until the 
to amo11nt5 provided for in this Article are recovered fram Iha Non-Consenting Parties relinquished inlete$1. If such Non­
i I Consenting Party has; not contracted for sale of Its gas at the lime such gas Is available for d9dvery, or has not made 

the election as provided above, the Consenting Parties shall own and be entitled ta receive and sell such Non-
12 Consenting Party's share of gas as herelnabave provlded during tha recoupment period. 
13 
14 

Notwithstanding any provisions to the contrary In this or any other agtnment, a Non-Consenting Party, upon 
IS notice in the writing to Oporalor, and/or any party carrying all or part Qfthe nan-conMnling lntarat shall have the right 
16 at all limes and from time to time within two{~) years of the date It received notice that payout has occurred, to audit 
17 Operator's and/or oanylng party's accounts and records relating lo or connected with ils operations on the Contract 

18 
Area or an land pooled therewith, tegardless of when such operations were conduc:ted. 

19 

20 

21 
22 

23 

24 

2S 
26 

27 
28 
29 

30 

31 
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AA.P.L. FORM 610 - MQEL FORM OPERATING AGREEMEJ~:~982 

ARTICLE VI 
,on1h1ued 

If and wl,en 11., Conseruing Ponies recover from a Non-Consenting Patty's rclinquisli<'<I inlen:si lhe omooms provid<d for obove, 
2 1114 rcfinquis11cd interests of such Non-Con;,.cne.ing Party Shall auc.oma.lic:ally n:vert to ii.. and, Ji'oni and aftc:r suc:h rcv~ian. such Non-
3 Consc:ntins Party .shnll own the same inter~ in such well. d1e material and. equipment in or J>crbining tJ1~rcto. and the Jroduction 
4 lhc:reiam as web Non-Consantin.1 PArty 1NOuld l1ave been entitled 10 had it ponicipa,tcd in the drilling. rc:,\Vrking, deepening or plugging 

S bock of .. id well Tln:raifter, soch Non-Canscnllng Pony shall be ,:!,arged with and shall poy ils pmpertionolc part of Ille filrthor costs of 
6 the opera lion ofsilid well in accordance with the terms oflllis o.areew:nt and 1hc Accounting Procedure attacb.ed hereto. 
7 

8 

9 

10 No1wiU1slandini: lhc provisions or lhis Article Vtll.2 .. ii is igrced th:it wilhoul the mutunl consent or all porties, no wdls shall 

11 be completed in or produced li'om a source of supply lro,n which • well loaited elsewhere on lhe Contmct Area is producing, unless s11<:h 
12 well canfonns lo lhe lhen-existing well spocing pall em for such soun:e of supply. 

13 

14 

15 
l6 111c pr1Jvisio11s of this Ar1ic:Je shall havi: no application whatsoever to the drilling of U1c initRll well descn"'bcd in Arr:iele VI.A. 

17 e,cepl (a) •s lo Article Vll.D. I. (Option No. 2), ir sclocuxl. or (b) as lo the reworking, d•cpe,i;na and plugging bock of such initial well 
l3 all:er If has been drillod to the depUt specified in Arti<:le VJ.A. ff it shall lherea~er prov,: to be a my hole or. if initially ""mpleced for pro-

19 duct ion. CCAses to produce in paying quonlities. 

20 

2t 
22 
2l 3. S1nnd-By Time: When • well whioh ha, been drilled or deepened has reached its aud,orized depth and all tCSU have boen 
24 completed, and the mulls thereof furnished to the parties, ,nand-by coSIS incurred pending rcspcnsc lo a pony's notice proposing a 

2~ ,eworking, deepening, plugging back or co111pleting oporalion in sudt a wdl &l1all be charged and borne as l>ll'l of 1hc drilling or deepcn-

26 ing operation just compJ.,.d. S!Olld-by costs subscquenl lo all parties resp0ndi1111, or expiration of the response lime permitted. whichever 

27 firsl occurs. and prior to •J!Te•1nent u 10 th~ portieipati~i Jnto-..ts of all Consenting Panics pursuont lo lhe lerms of lhe socond l!"'ffl· 

28 maticol prungroph or Aniclc VI.B.2_ shall be charged lo and borne u part of lhc p,vposed operation, bul if lhe proposol is subsoqucnlly 
29 withdrawn because of insufficicnl partitipotion, such sland-by costs shall be allccalcd bolwm1 the Consenting Parties in lhc proportion 
30 cac:h Consenting Party's inIC'l"C$l as shown on Exhibic "A0

' bears to lh~ toll! inl~cst. ali shown on Ex:hibil ''A" of all Consenlini Par· 
31 lies. 

3,2 

33 

34 
35 4. §idClracklng: ExccJII as hcrcinuncr provided. those pro-viskins or 1J1is agrecinent applic;ible to a ••cJe:cpcning" operation 1hall 
36 •lso bcnpplicoblc 10 any proposol todirec1ionally conlrcl and inlcnliMSlly devialc o welt from verucal so os 10 change 1he bott<>m hole 

37 locatioll (herein call "sidc1racking"), wtlcss done lo s1raii:h1cn lhc hole or to drill around jw,k in the hole or because of other 

38 mcch:mical difficulties. Any party having lhe right 10 participa1e in a proposed sidetracking opmlion tllat docs not OIVll an inlen:st in 1he 
39 alfec1ed well bore al Ilic lbne of the notice shall, upon elccllng ID participotc, lender la the well bore owners its proponionotc shore (equal 

40 lo its inletut in the .sidctrncking operation) of the vuluc oflhut pmtion of the ex.isling well bore to be utDizcd as rollows: 

41 

42 

43 
44 (•) If tho proposal is for •id<tracking an 01<iS1ing dr)' holo, r<imbursemcnl shall be on lho bosis or the oclual costs incurred in 

45 lhe iniliol drilling orthe well down to the dq,lh at which Che sidelr.icking aper.Ilion is initiated 

46 

47 
48 
49 (b) If die proposal is for sidcilllcking a well which l,as pre,iuusly produccd, roimbursemenl shall be on the basu of lh< well's 
50 salvable m11tcrials t11td equipment down to lhe depth .ti which the siddracking operation is initialed. delennined in 11ccolllanec whh the 

51 provision$ or Exhibit 10C''. ICJs the estimated cost o(salvaging and lhc csti1n.ited ccsL oCplugging and3b3ndoning. 

S2 
53 

54 
5 5 [n 1hc cwcn1 that notice (or a sidelraclong opanlion ls given whiJc the drilling rig to be utilized is on location. lhc response period 

5G shaU be limited to furty-eighl (48) houtS, exclusive of Sorurday, Sunday and legal holidays; provided, however, any party ,nay rcqoest and 

57 r,ecci>'c up 10 eight (8) additional days after c~pira1ion of lhe forty.eight (48) hours wid1i11 whtcl1 to respond by payhtg ftir all stand-by dine 

58 111cu.-.cd d<>linc such ~lcnded rcopcmoe p<1'iod. If more 1luin one J)lrty elects ID take such uddi1ional lime ID respcnd 10 1he ne1ice, stand 
59 by <o•IJ shtill be alk>ca1cd between the l'<fflies mking addirional tlmc 10 tt$JlOnd on a day-10-day basis in lho proportion each elccUng por-
60 1y·, interest as: .shawn: on Exhibit "A"' bears lo lhe tarat interest as sl.own on Exhibit ''A ... or all the electing porlfc:s. Jn nn al.her ln~ 

61 stances the responsoJlCriod lo a proposol rcr lidctrocking shall be li1ni1cd to dilTl)I (JO) dnys. 

62 
63 

64 
65 C. TAKING PRODUCTION IN KIND; 

66 
Eoch party sh•II r~t: mtrJff~~ ~eparatcty di!f!DSC of ils proportionate sban: or al! oil and s•• produted &om lhe Canlnlct Area, 

6S .,.,lusive of pruducrion which may be used in dcvclopmmt and producing operations and in preparing and tn:ating ail and ll"' for 

69 mark<1ing pll(JlOsCS and production unavoidably lost Ally e.,tra expenditure incurred in Uic 1aking in kind or scpac,.IO disposition by nny 

70 pony of its proportionate share of the production ,hall be borne by suc;h party. Any pctrty taking its sh:irc of produclion in kind shall be 

67 

.7. 
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ARTJCLEVI 
cootin11Cd 

I required le pay for 01tly II! l)l'oponionalc •hare of such part of Opcrutor'ssurlace facilitie< which h u5<5, 
2 

J E'.1ch party shall cxccuti: 1Uch dlvi.sion orders and contr.acrs as may be necessary for the Ado of its inl;r-nl in prcduation &om 
4 lhe Couttact Area. :md, ~(:cpl as provided [n A.nick: VU.B .• .stmll be entitled lo receive paymenl dil·cclly lrom the pun:::hascr thereof for 
S its shore of all production. 

6 

7 In lhe evon1 any P3'1Y stiaU f.lil 10 ""1ko lhc Dmu,gements necessary lo lake in kind or scparotely dispose of its l)l'OJl<lnionate share of 
8 the oil produced m>M 1h<, C01t1rac:t lln:a, Operator sboll hove th• riaht, subject to lhe rovo"1tim at roll by 1hc port1 o"11ing ii, but no, 
9 Lhc obli;;:uion, LO purchase such ail or KIi it to ~htt$ al .my time: and from time lo lime. for the account or the nan-lakinG pany n1 1hc 

10 best Jll'<OO oblainable in !he arm for such production. llny o.uch pu,ct.,so or ,ale by Opcr.itor shall be subject always to tho righl of the 

11 owner of th<, production to exercise al any time iu rii:ll\ to iake in kind, or separately dispose or, its ,;hare or all oil no! previously 

12 dctiv=d lo a purchaser. Afly purchase or sale by Opcr.itor of any other porty's llharc of oil sholl be ooly for such reasonoble paiods or 

13 lime as are consistent with the minimum needs of Ille industry under lhe particular circumstances, but in no event for a period in c,;ccss 
14 ofonc(l)yeor. 

ts 
16 In Ute event oo~ or more ponies' S"J)Qralc clisposili0n of lls ,ham: of Cite gas causes splil·•IJl:lm delivc:tics to sqmate pipelines oml/or 

17 d<:li,,crics whid1 Oil a day-to-day basis for any reoson an, Doi exoctly equal to a pmty's respective proportionate sluire of tolal gos salca lo 

1 R be alloaiu:d 10 ii, the balancing or 11<counlU1& between Ille rospcctive accounts of the parties sl1'111 be in occordan<:e with any e•s balancing 
19 agreement belwecn the parties hereto, whelher such an agreement is attacl1cd •s Exhibit "E", or is• sq,arntc 1grcemcn1. 

20 -s .. ea1ow 
21 D. Acee .. to Conlnct Arca and Information: 

22 

23 Each party shall hove access lo !he Conttact Arel at all !"1SOnablc limes, 11 ilS sole cost and risk lo insp«:t or observe operntions, 
24 and sholl have ac,;ess al reasonable limes to information pcnaining to the devcloprncnl or op<ralion thereof. including Opaaior's books 

25 and records relating tncri:to. Openllor, upon roqucsl, shaU fumi,h each of the other parties wi1h copies of oll forms or reports filed wilh 

26 sovemmollal agcncics, daily drilling reports, well logs, tank !Ables, daily sa•g• and ,un tickets and reports cf ,10<k on lmnd al th• first or 
27 each monlh. and sh;il[ wake available s,mples of any cares or cultinll-' lol<.c:n from any well drilled on the Contracl An:a. The cost of 

23 &alhcring and b'ni,hing information to Non-Operator. other than l110t opccificd above, shall be cha,i;<"<i lo the Non-Operator tho! re-

29 quests Im: Information. 
30 

31 E. Abandenmcot of W•lls; 

32 
33 l. Abondon,nent of Ory l!oles: Except far any well drilled or deepened pursuan110 l\rlicle Vl.82., any well which has been 

34 drilled or dccpmed und'1' the terms of !his agreement ond is proposed to be eo1nplctcd as• d,y hole shell not be plugged and abondoncd 

3S mlhout lhe consent or aU panies. Should Opmtor, ofter diligent effor~ bo unable tu conL,ct any pony, 01• 511ould any p.,ny ran to reply 

36 wilhin rony-elght (48) hours (exclusive of Saturday, Sunday and legal holidays) aOcr receipt of notice of !he proposal lo plug ond abandon 
3 7 suth well, .,,ch party shall be deemed to have oonsented to U,e proposed abondonmcnt. All such wells .shall be plugged and abandoned in 

38 acoordance wilh applicable regulations and at the cost, risk and expense of the ponies who participated i1111to cost or drilling or deepening 
39 such woll. A,iy p!U1y .,1,o objects 10 plugging nnd abondonin& such wdl shall lia,o tho riehl lo lake over lhc well and conduct futthcr 

40 operations in sc,rch ofoilancVorgos subjccl lo lhoprovisiomof Alllcle VI.B. 

41 

42 2. Abaodonmem er Wells 1hat h:avc produced.: E:tccpl for any well US wbkh a NGn-Conscnt opc:ra1ion hos been ,i;:onduc1cd 

43 hereunder for whiclt tho COllscnting Ponies have not been fully reimbuBcd •• hucin provided, any well which has been aimplcted as a 
44 producer sholl not be pluJ!8•d and abandoned without the consent or aU p1111ics. Ir oil parties conS<:111 to such obandom11Cnt, the well shall 

4S be plugged and abandoned in accordance with npplicablo regulotions and al the cost, risk and expense of all lhe p;rrtic, hcroto. If. within 

46 thirty (30) da~s a fur m:eipl of nolico of the propo5':d abondonmcnt of any well, all parties do not agree lo the abandon1nen1 or ,u,;h well, 

47 1hose wishing lo continue its operulfon from the interval(•) of the formotion(s) Oien open lo produc:tion sliall tcnclcr to each of tho olhcr 

4 8 parties its p-opoltionale share of !ho wlue of the welt's s,mble 1nalrriol and equipment, determined in ,u;cwdimc,: wilh the jl[Ovisions or 
4!1 E,hibit "C'", loss 1110 estimated cost of,alvaging and the ..a.imotod cou or plugging and abandoning. Eaclt abandoning party shall assign 

SO lhe non-abandoning pot1ios, wilhout warranty, e>l)lrcss or implied, as to tille or as to quantity, or fitness for use of the equipment and 

SI material, all of its interest in the ,veil and refaled eqtJiPrnent~ 1ogether with i11 intcrcs• in the leasehold estale as to. bu1 only ns 10, the in. 
52 lctVPI u intcrvals or the formMion or l\mnalions then open to pC"Oduction. If lhe intei·est or the obondoning porly is or includes an ell and 
53 gas intercs1. such p:1ny s11Al1 execute and deliver to lhe non..abandoning party or 1>-1,nies an all rand gas lmsc, limited to che lntea"'fal or in· 
54 lervnls of the formation or forlnarions then <ipen to produclion, for n. 1crm of one (I) ymr nnd so long thereafter as oil and/or gas is pro~ 

55 duc:ed fro1n 1tu~ intea·-.,al or lnt~vals of' the formation ar ronnations covered thereby, such lease 10 be on 1hc rorm anachcd as Eii:hlhit 

56 

57 **Notwitllstanding any provlolon ta the contrary lo this or any other agreement eaeh party shall have the right at all 
58 times and from llma to time, upon written notice, lo audit all of taking party and/or operator's records and accounts 
59 relatad to or In connection with production ar allocaUon of production from the contract area. Auditing of setUemant 
60 records shall also be applicable If laking party and/or operator distributes proceeds to Iha auditing party. 

61 

62 

ft3 
64 

6S 

66 
67 

68 

6'> 
70 
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ARTlCLEVJ 
continued 

I ... B,'. TI1e assignmenls or lasses so limi1cd :shall encompau the "'drilling unil" upon whic::h the wdl is located. Thi:, payinenti by, and the 
2 t1S5ignmenls or leases 10, Iha assignees shall be in a ratio based upon du: n:JationSlip of 1beir rcspcclive per~tagc of parti,;ip.1.tian in &he 
3 C,mtrnct A,oa to lhe •11i;n,:a1e orihc pcrccn1ag<:s of participation in the Cvnlr.Jct Arm ofall assigneo.s. Thcto shall 1,o llQ rc:i,ljustmcnl of 
4 inti.:resl.5 in U1c remallUng pcntio11 oft11e Con1rac1 Arc:a. 
s 
6 TI1e.-eallo-. abandoning ponies shall bove no further responsil>ilily, liability, or intorcst in the operation Df or production from 

7 the \VCIJ iu the interval or intervals lhcn open otha- than the roy.:altics retained in my lease made under the u.,fflS ofithis Article. Upoq re· 
8 quest, Oporntor shall continue to operate lhc assigned well for the account of the non-;ibancloning pmies a, lh• rates and clmrges con-

9 lomplllal by this ocreemon~ plus any additional cost and cllaQ;es -..hicl1 may arise as tho resull of1bc scpomi. ownersl,ip of the ossigncd 

IO well. Upon proposed obandonmelll or lbe producini ln!cr,al(s) •ssi&ncd or lcised, the assignor or 1<:s,ar shall 1h~ have the oplfon 10 

J I rcpurel\11se its prior interest in the: well (using lhe sainc voluation formula) and partic.ipatc in runhcr operations thct'OII ai.bjccl to the pl1)· 
12 visions hereof. 

J3 

14 3. Ahnndonmcnr of Non,Conscnr Operations: The proviliions of Miele Vl.E.I. or VJ.E.2 above shall be applicable as between 

IS Cansc:ntin8 P•rtios In the event oflhc proposed abandonmcnlofany well excepted from said Articles: provided, however, no well shall be 
16 pcmmncn~y pluBBed end abandoned unless ancl until all pilrties havinl) lite right to conduct further operaUons th<rch1 have been notified 

17 of the prol'Osed abandonment and afforded lhc opponunilJ, to elect to toke over tho well in acoordilncc with lhe provisions or this /\rlicle 
18 VI.£. 

19 

20 
21 

22 

23 A. LL1bilily or Porties: 

24 

ARTICLE\111. 

EXPENDITURES ANI> LIABILITY OF PA~TIES 

25 The liability of the parties shall be sevcrol, not joint or collective. Each party shall be responsible only ror ils obligations. and 
26 sholl be liable only for i1s proportionolc shore of the costs of developing nnd operating U1e Con1rac1 A.-ea. /lccordinaly, the liens llffinlc:d 
27 among. the parties :in Miele VJI.B. are given lo secure only lhe debts of each. severally. It is not the intention of lbc pArtics lo create, nl"lr 
28 ,5l1t11I I his agreemenL be icoNlrucd i15 cre81Lng, a mlning: or 0U1ec partm:rship or ussocialion, or to render the parties Hable as pnnncrs. 
29 

l-0 B. Lions "'~ roymcnl Dcraullr. 

31 

32 Eoch No,1-0pemlor r:mnts 10 OpC111tor a lion upon its oil and gos righls in lhc Conlrael Arm. and a secutity in<erest in its shore 

33 or oil and/or a•• when ex1rac1od and its inttrr:ol in all cquipmm~ lo secure payment of ils shore of expense, together wid, interest thereon 

l4 at lho ~•e rrovit!(d iq E,hibil "C", To the e~t~ that O~r.lfor has • S«Urity inter<$! undo- Ute Uuifonn Cwuneiml Codo of U,e 
35 state, Operator sl1all be cnlltlcd to exorcise the riglus ond remedies or a Sl'Oured par1y under U,c Co4e, The brina;in11 of a suit and the ob· 

36 f.li~lng of i•dBmc,tl by Operator for lhc sccur<d indcbtednes• shall not bo doomed an elo:tion of rc1m:dics or otherwise affect tho lion 
37 rights or security interest os security for Ute paymanl 1htrccf. In addilioa, upon default by any Non-Operalor in lhe p:aymOlll of ils $Jgre 

38 of expense, Opemtor shall hove 0,c righ~ without prejudice to otbcr rights or mncdies, lo coll•ct from U1e purelnser the proceeds from 

39 tho iale of sucb Non-Optratcr's ,rw., of on and/or gas until the •mounl owed by such Non-Opet'1ttlr, plus iotorcs1, has been poid. Each 
40 purohascr sholl be enlitled to rely upon Opentor·s wrinen sratemcnJ: concerning the amount of .any default Opcratc:ir grants I like lic:n 
41 ond secority in1eres110 lhe Non-Opomtors 10 secure poymcnt ofOpcr.uor's proportionate share of expense. 

42 

43 If ony party jails or is unable lo poy ils shore of expense within Sut\Y (60) days oner rend~ion or a stotemont lherefor by 
44 Opei'alor. the non-defaulting parties, including Operator, sholl, upon request by Operator, JlllY lhe unpaid amoun1 in the proportion thot 

4S tl,e interc.st of oaelt sueh porty bears lo lhe interest of oll .ucl1 parties. Each party so paying its share or lhe llnpiUd amount shall, to oblDin 

46 n:imbursemenl th"1f<>f, be subros,1tcd to the security rii,hls described in the foregoing porai;raph. 

47 

48 C. ra,munls mid Atcounling: 

49 
SO E,cq,l as herein othcowise specifically provided, Operator sh>II ('tompdy pay ond discharge expenses inoumd in lhe development 

SL 011d opornlion or 1hc Contntct Arca pursuant to this agrecmcm and shol clmrgc each of die pnrties herao with !heir respecUvc propor­
,2 1ion:i.re sh::it"CJ u.pon the ~pcnsc basis provkliM ht &hlbi1 ••c-, Operator sli11U keep an aocunuc ~cord cf the Joint ar.count hereunder, 
SJ showing c,c,pc:nsc, incun-ed 11nd cba1-ges and credhs nu<!c and r,cceivcd. 

54 
~j Operator, at iu eledion, shall have the right from tiino to time to dentnnd and receive fro1n the olhrr p,rtics poyment in .dvance 

~(i of Choir respective shares of the estimated amount of 1he ex~ 10 be incurred In opcratfons beminder during the next sueccecling 

S1 month, wllicb right 1my ~ exercised only by $ubmbsion to Clld1 such pony or an ltcmiu,d stotomeat or such eslimated expense, 1ogcther 

53 wiU, on Invoice for lls slmc rllcrcof. Each such SUltcm<nt and invoice for Ute paymeot in adwuce of estiinated exp<nse sholl llc subiniucd 
S9 on or before lhc 20th day of the nc.t preceding monlh. Eacb party sball pay to Opcra1or I,. proportionate ,,.,,.. of <uch Cflimoto within 

60 fifteen (JS) da)'J afiCT $U~h i:stiotate and il\V(liC¢ is received.. lfany pany fails to lMlY its shlll'c of said es1i1na1e wh.ltiA mid 1i1ne, therimounl 
61 due dl.111 bear interest as provided in Exlubi1-C" unlil poid. Proper adjust,nlfflt shall be made monlhly bctwc,,n aclvanocs IIIKI ae1unl cx-
62 pcnse to the end that cnch party shall boar and p.,y its proportionnte shore of netual expense., incurred, nnd no more. 

6l 
64 D. Limitation ar Expenditurcsi 

6S 
66 l. Drill pr Deepen: Wi1hou1 lite consent of all parties, no well shall be drilled or deepened, .. c,pl any w.U drilled or dccpc,,i:d 

6 7 p=•nt to the provisions of Article YI.B2. orthis agreement. Conscnl lo ti., drilling or dcq,ening shal! include: 

68 

69 

70 
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ARTICLE VII 
continued 

I D Oplion Nn. I: All nce<:ssory expendihlros for die drilling or deepening, lcsting, completing ond equipping of the well, includi11& 
2 necessary ,.nkagc an.Vor Slll'filce r.tcilitios. 
3 

4 It! Qpljo11 No. 2: AU nooossary expendilur .. for lhc drilling or deepening and 1CStl11g or the well. When ..,0t, w,11 hos .-..,ch«! its 
S auahorizcd dcplh, ;md all lools hove been completed, and lhc r<:suhs d1crcor fumished 10 1he ponies, Opcrn1or shall g;ve immc:dmlc notice 

6 to lhe Non.Oporotors who have the right ID ponicipale in the completion costs. TI1c parties receiving svch notice shall have fotty-eight 

(48) hours (exclusive ar Sowrdny, S~nday ond lell'!I holidays) in which to elect to pankipalc in U1e ..uing of cosing and the ~omplction al• 

tempi. Such election, when made, shall include consent to all nec.,...ry c,ponditurcs for die co,npll!lins and equipping of such well, in­

!> eluding neccssaay uu,kagc ondior 51lrmce facilities. Failure of IJJ)' party rcc:civing such nolicc 10 1<ply within me period above (ixed sholl 

10 =sti1u1c on el«1ion by d101 l)Qny not Io participate in tho cosl oftn• complction allo1npL If one or more, but less tlr.in nil of aho panics, 

11 el«t to set pipe and lo Qltcmpt a completion, die provisions or Article Vl.B.2. hereof (die phrase "reworking, decpenlni; or plugging 

12 back" as contained in Anicle Vl.B.2. shall be deemed lo include "completini:") shall apply 10 the opentlions lhcrcoftcr conducted by Je.s 
IJ lhan all pmio1. 
14 

15 ~. Rework or Plog Back: Wllhoui llu: consent of all panies. no well shall be n:wm-ked or pluuucd back except a wdl reworked or 
16 pluned back punruanl tu th• provisions or Article VI.B.2. of this agreemcnL Consonl ID the reworl<ing or plull£1n& bacl: of a well sllall 
17 include all n<COS""J exponditun:s in conductins such operations and completing and equipping of soid well, including nec=ry lllnkage 
13 and/or surface l'icililics. 
19 

20 3. Otlter Opratinns· WithouL the consent of an parties. Opemtor shall not. undmake any single project reasonably estiinatcd 
21 to require an expenditure in excess or twenty.flv• thousand Dollars (S 25,000.00 I 

22 except in co1U1<clion wilh a well, the drilling, reworking, deepening, compleaing, ~omplctlnB, or J>IUSBins back or which has been 

23 previously auU1oriz<d by or pursuant to lhis ag,oement: J)!Qv!dcd, however, du11, m we of ci<plosiot1, fire. Rood or oU1« sudden 

24 cmerge11cyp whether or tile same or differimt n::nure. Optt1.tor may taJce such steps and incur au.ch CJtpenses as in its opinion are required 
25 lo deal with the emergency lo sofcguard life and properly but Operator, as promptly as possible, shall rq,ort lhc cm.,gcncy to the other 

26 P"rtic:1- Jf Operator pr"J'llrcs on oulhoril)' for expe.ld"dure (AFE) for its own use. Opcn11or sliall furnish any Nou-Openllor so requosring 
27 an ittfo1111111ion copy thercorror any slnale project costing in cxc ... of fifteen thousand 
23 Dalian($ 15 000.00 ) lnit los lhan di,: •mount first sot fOllh above in lhis panagraph. 

29 

JO E. llcntal!I, Shut-in Well Payments 11nd Minimum ltoynlfics: 

31 

32 Rcnlals, shut-in well po.ymenas and mini,num 1vynllies which may be roqul.-cd under !he acnas of ony lease sholl be paid by 01e 

33 piny or pat1ics who ou!iiec:ted such lease to ahis agreement 01 its or their l:llpenso. In tho evcrtl awo or more parties own and hoV\I con-

34 lributed inu21!SIS in the same loose 10 !his ogn.'llmcnl, such po11ics may design:uc one of such parties lO make said paymeols for and on 
JS behalf or all such poni.._ Arty party moy request, ond sl11ll be aidtlod lo receive, proper evidence of all such payments. In the event or 

36 fliluro 10 ,nuke proper p•ymcnl of ony rcrnnl, shut-In well paymenl or 1ninin11m royalty through misu,ke or ovcraigha where such poy-
37 ment ls rcquiro:l 10 continue the lam: in force, any loss ,vtuch resutts limn such non-p1ymc:nL shDII be home in accocdDnce wilh the pro-
38 visions of Anicle lV.B.2. 
39 

40 Opcrotor shall no~fy Non-Oporotor of the onlicipoled completion of a shut-in 8'1S well, or !he shulling in or relum lo production 
41 ora producing go• w,-11, al leas! five (5) daJIS (excluding Saturday, Sunday and lc;al holidays), or at !he carlicsl opportonil)' pc,mined by 

42 circumstances. prior lo taking sucl1 aclion. but assumes no liability for failure lo do so. In lhc event of failure by Opcr.1Cor lo so notily 
43 Non-Op<r.,1or, the loss of any lease contributed hete!O by Non-OP=tor ror failure 10 111akc limdy poymcnts of any &hut-in well paymenl 
44 sl,all bo borne jointly by lhe parties hereto under d,c p,·ovisions of A11iclc IV.B.3. 

4S 

46 F. Ta,es: 

41 
43 

49 

so 
Sl 
S2 

S3 

54 

ss 
56 

S1 
58 

59 

60 

61 

62 

63 
64 

6S 

66 

67 

68 
69 
70 

Beginning with the first c-tlcndar year after ahe e!Tce!ive date hereor, Operator shall rend<r for ad volorcm tnxa1ion nil property 

..,bj ocl to Jhi$ 11grcc,nct1t which hy low should be rcnclered for such "'""• and it shall po.y nil gucl, taxes nssossod !hereon before they 
be<ome delinqucna. Prior ID the r,nditlon date, cich Non-Operator shall furnish Operator information as lo btml"1s (Lo include.. but not 

be limited. to_ royalties, ovcrridin,~ royalties and production p0.ymeo1s) on lenses and oil and gas intcrcs:ls conlributcd by wch Non­
Operator. If ah• asses.,ed wlualion nf any l=olK1ld estate io «ducea1 by n:ason of ils bcinll •ubjcct to ou151anding C<COSI royalti4S, over, 
riding royalties or prockrclion paymi:nts. the RdU11:tion in iild valonm Laxes resulting thcrem>m sl1all inure to the benefit (If lhc 0\111\cr or 
C'Wllcrs cf such le:aschotd cslate, :uit Operator shall acljust. Ibo chollrgc t-o such owner or ownt:1s sg ils. lo reOecl Che ba.efit or .such rcd~c­
tinn. If the od valorcm taxes o,·e boso•l in whole or in port upon scpor.itc wluations of ... ch p,rty'S worloot ina..-.:si, lhcn notwith,t.nding 
anything to !he conlmy heroin, cha.-.es 10 ahe joinl acoounl shall bt ,node and paid by tho parties lm<to In tccordancc wilh the lax 

Yalu• generated by each party's workin; interest. Operator shall bill the other parties tor dicir proportioaute shore, of aU lil p,yments fo 
the manner provided in Exhibit "C". 

If Opmaror considers any tax a:.scssmcnl irnpropu, Qpa:;scor muy, llt i1s dlstrction.. protest wilhin the ti1ne a.nd Jhtnncr 
pn,scrlbcd by faw, 1111d prosecute the prot,,st 10 a f,m,I deaer,ninalion, unless •II ponies ogr«> IO ationd<m lhe protest prior ID final deter• 
miuodo11. Purine !he pendcncy or administ-ative or judiciol proceedings. Operator may elect 10 pay, under prolest, all suol111xes Dlld ony 
interest and penally. When any such prolost,,d ossessmcnt •h•ll have been flllO!ly delennined, Operator shall pay lhc la• for the joina ••· 
<OUR!, toae\bl!l' with any inlcrcst and penally 1ccrucd.. and the total cost shall Uu:n be .._.es-sed against tho partios, ond be p,id by 111cm, os 

provided In Exhibit "C". 

Each pany shall pay or cousc to be po.id ,,II production, severance, excise, gathering and olhcr loxes imposed upon or witl1 respecl 

to lhc production or handling of such pruty's sitar< of oil andlorzas produced under tho tmns oflhis agrcemelll. 
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A.A.P.L. FORM 610 • J?oa FORM OPERATING AGREEMENf:?982 

ARTICLE VII 
continued 

G. hsul'a1ICC: 

AJ. all cJmc.s whj]e opt:rntions arc conductOO hereunder. Operator shall a::ompry with the workmea·s oompcn5111ian row or 
the stale where the operations are being conduct-ed; pt0vidcd, however, Ch.at Optt:ator may be, a s:clf•inSU.Rr rur Jiabilily under said com­
pensation laws in which evonc cite only charge that shall be made 10 die joinl account shall bo as provided in Exhibit "C", Op011lor shall 
also c•ny or provide insurance for 1he bcnofil or the joint account or the parties as outlined In Exhibk "D", 011achc:d to and made a pan 

herco! Operator shall require all conlro<lors tngai;..:1 in work on or for che Conllllct Arca IO comply with IM workmen'• co1npcnsalion 
Jaw or the state where the operations are bein, condu,rcd and 10 mainlain such other insurance cs Opcrator may require._ 

In the cvcnl automobile public liobili1y insW"'1ce is specified in sold Exhibit "D", or subsequently receives !he approval of the 
parties. no direct. c;h.1rgc sha.ll be rruitle by Operator for premiums piid for such insur.mcc for Opcrator·s automolive equipment. 

ARTICLE VIII. 
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 

A. Surrender afLeases: 

13 1110 1 .. SC$ covered by U,is agreement, insofar as they cmbraco acreage in Ille Contracc Arca, .shall not h<, sum:ad<rccl in whole 
19 or in pan.unJcssall parties conscnttbcrcl:o. 
20 

21 
22 

23 

24 

2S 

26 

27 

28 

29 

30 

31 
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37 
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)9 
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Holllcver, should ony pany desire 10 surTcnder lls imcrest in any lease or in any portion thcrco( and the other parties do 1101 
agree or cons«11 !hereto, the porty desiring lo surrender shall assign, wid1ou1 c,.prc .. or implied wanan1y or 1i1le. all or its intcrcsr in 
sucl, lease, or pcnion thereof. and any well. tm!tcrial and eq,uipment \Vltich m.'1.y be located thcrcan and any rights in prcduc1ion 
d1creaftcr secured, to 1hc parties not consenting 10 sw:b su&Tendcr. If the interest of the assigning pa,ty is or [ncludcs on oil and gos in­
lc:rest. the assigning: party shall executo and deliver to tl1c party or parties not consenting to such SJJtrendcr an oil nnd gas lease covering 
such oil and gas inletllSI for a 1cr1n of one (I) year and so loni: lhcr<aftcr asoil nn.Vor gas is produced from the land covered thereby, such 
1 .. se lO be on tl10 form otlachcd hereto os Exhibit "8". Upon such ossil!Jlmenl or ICJSJ; the assigning party shall be r<licvcd from oil 
ahll£11ions thcrcoftcr accruing, but not 1hmrofore accrued, with rcspcel to the fnicrcst os.,igncd or leased and the opa'ation or any well 
attributable ther,,to, and the os.,ignlng pany shall hovo no further interest in the usil!Jled or leased prcmi.!cs and its equipment and pro­

duction other thon the rayaltics rcuiinc:d in any lea!ie mnde under the terms of'"1his Aniclc. The party as,;,gnec er lessee :s:hnll pa.y to 1he 

JIMY assignor or lessor die reasonable salvogc value of the lnucr's Interest in any wells and equipment allribulab]e 10 the assigacd oc lc:,s. 
od oc:rcago. Tho vuluc or oll material shall be determined in occonbnce with the provisions or Eicilibit ~c". less the .. ,ima1ed cost of 
salvagins aud die estlmatcd coSI of pluga;ing and abandoning. If the assigmnent or lease is in ravor of more than one party. the: intcresl 
slmll be shored by such ponies In cite proportions that ~,e inicrcst of caoh bconHo die 101al in I crest ohU such parties. 

Any assignment, le.1sc or surrender made under this provision sl1.1JI not reduce or change the assignor's. lessor's or surrendering 
partfs interest as, i< wus immediately befon, lhe assignment. lca.sc: or S1J1?md1:r in the balance or the Contn1d Area, and the ncrmgc 
assigned, l=d or surrcndcrecl, and subsoqucnc operations thereon, •11011 nol lhcreaRor be subject 10 Ilic terms and provlsioos of lhis 
agreement. 

B. Remwnl or E:xti:nsion ofLC!ases: 

If any party secures a renewal of any oil and gas lease subject lo this agreement, all other potties shall be notified promptly, and 
,hall have the right for a period of thirty (30) days following rccopt of sueh notice in which lo elect to po11icipa1e in the ownership of tho 
renewal lease, insofar as such lease affects lands within the Contmcr Area, by paying to the pnrty who acquired it tlieir sevcr;il proper pro­

porlfonalc ,hara of the acquisition coSI alloc:atcd 10 th3t par! or such lease witl>in the Co111ract Area, which shall be in proportion 10 rhe 
int~ h<ld DC 111:ll limc by the parties in 1hc Contruct Area. 

If some, but less 1han all, of the parties elect to participil1C in the purchase pf a re1cwal tense, it shall be owned by lhe panics 

who elect to participate thcreln, in a mtio based upo11 llu: rc:lntionslup or their respective pcrccnta.ge of J)llnicipation in tb.c Contmct Areil 

lo tM aggra~tc crd1e percenlag,:s of pilrticipation in 1hc Contract Arca of all parties participarin1: lll 1he purchase of aach rcncw:11 l«=Jse. 
Any renewal lease In which less t1'1n all parties elect lo poniclpale shall not be subject ID tl1is a&rccmcnt, 

l?ooh part)' who participates in the pu1,:l,ase of a rcFJcw.al lease shalt be given an assignmea1"1i~~'rtst ~~~rlJ~;:ne intcrcst rein 

by llie aequiri11g pnrly. 

The previsions or this Article .t1all apply lo renewal leases wl10U1cr u,e, ore for the entire intcrcsa covered by the expiring lca,c 
or cow:r only a portion of its arca er an inlerc:st U1ercin. Any renewa I Jc:asc lakcn before the explnltion cf ils predecessor lease. or taken or 
comractcd ror within siz (6) monlhs oner the i:xplrallon of the ulsling lcuc shall be subject to this provision; but any lcuc takc:n or c:on­
lmc!ed lbr more than si, (6) months nficr the .. piiution or an Misting le:>so mall not be dctmcd n renewal loose 1111d ,hall not be Nbje<110 
Iha proYislons oflhls agreement. 

Tl,c provisions in this A1ticlc shall also bo applicable lo ••tensions of oil and gos leases. 

C. l\crcaie tr co.,h Contributions: 

68 

While lhis agreement is 01 fo,~e. if any party contracts for a contribution of cash 101""1-ds the drimni: or a well or any other 
operation on die C011tract Area, such contribution sholl be paid 10 lhe party who conducced lhc drilling or other opemtion and shall be 
a..pplicd Ii:, it agnlnst the CCSI or such drilling or at:hcr opent.tion. Ir the contribution be in the: fonn orllQ"Clli4. the party 1o whom lfte COn• 

bibutlon is made shall promptly lender a11 assiann1cn1 of the acrcoge, without lYllmmty or title. I<> the Drilling r~r1ies in the proportions 
69 

70 
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A.A.P.L. FORM 610 - ~EL FORM OPERATING AGREEMENr:~ 982 

ARTICLE VIII 
continued 

a.1id Drilling Panies shared lhe eo!II of drilling ~,e well. Suol, =ee shall become a sep<1<111e Contracl Arca and, 10 rho cx1onr possible, ho 
2 goYemed by provisions identical 10 !his agrocmenl. Each pany shall promptly notify all olhcr parties of any oor .. ge or cash con1ribu1ions 

J ii ,my o~in ii> $Upp0rl of any woll or any other Ofl<"&rion on the Conlracl Area. The abo•• pro•isions shall also be applicable to op-
4 tionnl rights lo cam acrm~ oulside the Contract Arca wluch me in support ora well drilled in.side the Contract An:s. 
s 
6 If ony porty contracts for ony consitlemion rclatit\g lo disposition of sucli party's sh.1re of substu,ces produa,d h=und<r, such 

consid=ri•n shnll not bo deomod • conlribu1ion os oontemplatod in this Anlclc VIJLC. 

<J D. Main1ennnceorUniforn1 Inter.sis: 
JO 

11 For lhc purpose of lllilintaining uniformity of ownership in lhc oil and gas leasehold inlercslS covaed by this aveetnenl, no 
12 rmtY sh.all sell, encumber. transrcr or mnkc other disposition or Us interest in the lc:11ses embraced witlJirt lhc Contra.~ 1,,m and in wells. 
13 equipment oud production unless sucl1 disposition cova-s eid1er: 
14 

IS I. the ~nc.iri: interest of dlC party in oll lr:oscs oncJ cquipm01l 1nd prod1.1~lion~ 01· 

16 

17 2. an equol undivided interest in all leases ond equipment and production in the Contract Area. 
18 

19 Every such sale, encumbrance, transfer or other ditposhion made by any party shall be made expressly subjoo1 to this agreement 
20 and sl-,Jl l,e mode witltout prejudice ro rhe right ofd1c other panics, 
21 

22 Jr, aL Qlly lime lhc intcres\ or aoy party is divided among and -owned by four or more co-owners~ Operator. al its discretion. may 
23 require such co-owners to Appoint a single trustee or agent wi1h f'ull aulhorily 10 receive nDticCS. approve: u~nditurc.s. recelve billings for 
24 and approve and pay sud, party·s share or lbe joint expenses. and lo deal generally with, and with power to bind, the co-owners of such 

2S pacty"s inla-cst within Ute scope or 01e openllions embraced in this ogrecmcnt; howevor, all sueh co-owncn shall bavo lhc right co enter 
26 into and ~c:.c:u1c .ifl contracts or agrecment5 for the disposition of their raspec:tivc shares or the oil nrtd gas produced from the C'onlrnct 
27 Arc,, and they shall have thcrighl loreocive, separately, payuu:111 orthesale prococds th=or. 
28 

29 E. Waiver or Righb to P1rtilion: 

30 

31 Jr permitt<d by lhe "'""' of 01e ,~11• or states in wbicb lhc propcny covered hm:by is localed, cicl1 p,rty hereto awning an 
32 undivided interest in the Connel Arcn waives any and all l'ights jt nm.y hnvc to partition ilnd have sci aside lD k [n scvcra11y its undivided 
33 imercs1 therein. 

34 
3S ~,epe111l1.I lliJht 11 P11nhas11 

36 

37 Shsul.:I aR) pal'i) desfte te sell an er 811) p1u1 af ils illlerests 1111111• Gtis agne1,u11t. a, ~' ri~l1111 e.ed kflte1e5ts tn die Centrael 
38 ~. it shall J!FBRIP~) gi e •kteA RaliH &e tha alh&!F pa,li1!5, •ritlt "411 iRfeAIIAlillR ee1teemir10 its p,epesed sd~ hieh shall U'lel1i1de Gte 
39 Aa~e Elftd 11:ddless ef the fRSpesti••• pwrel.1a&if ( l,e ta11&1 lae teieilly, •••tlliftg. n11d. Nie ta pw.fll.l.ase.]. 11,e Pttfftse pl'i11,; u.il al\ 1:IMI· \tRw.i 

40 srt:he sR'eF. TIMI sd•11· pattim ,hall dteR l1e• 1e an eplie.1111 ~Fiar riglu, Jar 1 ,iet=h1tl ,r let! (IQ) lla3 s 1At11 tHeipl ef111e natiee. le ~11tthase 
41 ell: IJ!e se.111r: 1erR1::1 ••• eanditiSR& Ike iRIIY'esl hieh 11,e ei..w,ill4} ,.-e,sAlj Y ulh aud. iflltis Bj!ltie•I 1igh1 is fl'iilffised, ll:le ptJR!has 
42 ing ,.flies shall shere lhe ft1reh11·ed iA,wMt ht t~, 91ra,at1~ie,1u lhat Ou iM1111·15l et 1&8'1 lleta:fs ta the lel11l iflte,e,I efall pu..AihasiA.,,. pat" 
43 IJ:1!5. lie a l!F. lhaFe shall lie na preFeren.lial Fig)u ta pw.F1Aas1 in these eases ft1re &ft) pM) , ishts te me,..a..,.e hJ ia1ere,1S; er le 
44 ~ispsse er iH ift4erest5 t., 111erge1\ ,eer.,,.eniauien; eenselida.Uan. a, sala af all a, &t1&sk11uially all er i1s .wer:s tea 5'1t,sidiai, er 118UAL ean1 
4.5 imt'1 erte e St1hsi~iaf) era pa,e11l &v111J'CU~~ art&-1111) eempefl) in 1141.ilHlaR) eRe p:IR!, e R!iB 1118.jaff~ etiJ,es:&as(· 

46 
47 ARTICLEJX. 

48 INTERNAL REVENUE CODE ELECTION 

49 

50 This agrconwnt is not intended lo cn:alc. and sl1all IIOI be oons1111cd to cn:ate, a relationship of portne,~hip or an associalion 
SI for profit between or a.n1ong, lhc parties hcrc:to. Nolwithstaridina any rirovi.sion berein 1hat lhe rights ,aod liabilities hacundcr ~n: several 

S2 ond not joint or collective. or that this D)lJ'eemonl and opcralions bereundor sli:ill nol constitute a partnership. If, for rcdmtl inC<lfflc lllX 
SJ purposes, chis aarccmcnt 1111d tha operations hcrewidcr ore regarded as a partnership, l>ldi party hereby am,e1ed elects to be excluded 
S4 livm th• appliculioa of all of Ibo provisions of Subcboplor "'K", Chapter I. Subti!lc "A", of dt0 Internal Rt:Yonuc Code of 1954, as pcr­
SS milled and authorized by Section 761 of tho Code and lhe regulations p-omulJDlcd thcn:undcr. Operator Is aurhori.zcd and directed to ox­

S6 e:utc on behalf of mch party hereby affected such cvidcnc:c of !his clcolion •• may be rcquirvd by the Seon:!ary or !ho Treosury of the 
57 United Slates or the Federal Internal ReV<11uc Scrvico, including spccilicully, but nol by way of liini1alion, all of the relllms, Ntourcnts. 
S8 ~nd lhc daL, required by fcxlcrai Rogula!ions 1.761. Should there be 1111y rcquiromcnt Chat each party hcrdly aff«tod give furlhcr 
59 evidence of this elcclion. .. ell such l)llrty ,hall cxccut• SIICh doeum"'11$ And filmith such ol~or cyidmcc as 111,y be required by the 

60 r•dml Internal R<Yonue Servlec or •• may be necessary to c,ijdcn,;c this el«cion. No sueh Pll'1Y shall gi~ •IIY notic<:> or C!lkc any o<hc, 
61 ••tio11 inconsis!e11t with the olcction mode her•l>Y- If any prcsetU oi· fut\Jrc income tax laws or the 111a1e or Slates in which the Con1n1c1 
62 Arca is Jocaiccl or ,ny future Income lu laws of ,he United St.ates con,oin provisions similar lo those in Subdr.iplc.- "K", Chapter I, 

63 Sulnille "A", oflhc lmcrml Revenue Code of !954, uodc: whioh an election sitnilor to dtat provided by Soction 761 of the Code is pcr-

64 mittod. each party hcr,by affected shall tnake such election as may be permitted er required by such laws. In making lhe furq:oing elec-

65 lion, .,.cl, su.& party states that the income derived by such party fmm opcrotions hereunder can be odequa,ely de1ermincd without lhc 

66 computation of p.,rtnership taxable incomo. 

67 

68 

69 

70 
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A.A.P .L. FORM 610. S~i>EL FORM OPERATING AGREEMEJ] 982 

ARTICLEX. 
CLAIMS ANO LAWSUITS 

3 

4 Operator mat selll~ at'ly sing]c uninsured third part)' damogc cJa;m or suit nrisin.@ from operations hereunder iT Iha C"IJenditu.r~ 
5 docs not c.e<cd fifteen thousand Dollars 

6 (S 15,000.00 ) and i£ Ille payment is in complete selllcment of such claim or suiL If the amount ,..quired fat senlemcnt ex-
7 ceeds the above omounl, the partfcs hcmo shall assume and bke over tho further lmndling or the claim or .,.;~ unles, <UOh awl,ority is 

8 dcleg,.tcd 10 Oper:,cor. All costs ond (."l<pcnses ofliamlling, sctlli•II- or otherwise dis:harglng such claim or suit shall be at the jolnl ••· 
9 pcnse of1hc. parties par1icip,,1ing in the Operation from whh:h lhc c:laim or su.it arises. [fa cloim is made ag;iinst any p;u1y ~r if any party Is 

10 sued on account or any natter arising lro,n operalions hereunder ovor which such individual has no control bc@usc or rhc righrs given 

l l Opcr:a1or by th.is agrecsm:nl, iPch pany .shaTI immediately notify all other pa:11Jes, ond the claim or suit shall be trea1cd a:s llny otht'T clnim 
12 er suit involving operations J1ereondcr. 
13 
14 

ll 
16 

ARTICLE XI. 
FORCEMAJEURE 

17 If ony party i$ rendacd unable. wholly or in part, by force mo.jeure to cany our ils obligations under 1his agrcetncnt. other than 
18 the obligation 10 make money pa)'lnenls, Iha! pany sboll give to all odter parties prompt wriucn notice or !he force majeure widt 
19 reasonably rull porticulors concerning i1; thacupon, 1hc obligations or the party giving the notice, so &r as they an: alfcckd by dtc rorcc 
20 majcurc, sllnll be SllSpcnding durin11, but no longer lh:Jn, the continuance oflhc rorcc majcurc. The aff0<:led pony shall use oil rcasonoble 

21 dilig<m:c to remove !he force ,n,jeure siruotion as quickly as pracliabla. 
22 

23 Tiie requirement !hat ony force 1najeuro shall be remedied wi1h oil r""sonablc dispat<:h shall not require the sctlle1nen1 or s1rikcs. 
24 la<:kouls, or oth,r labor difficulty by the pony involved, contrary lo its wishes; how all such difliculries shotl be lt;tndlcd shall be cnrircly 
2S wid1in !he discretion ord1c p.,rty concerned. 
26 

27 The tenn j,'Corce majeurou. as hen: c1nployc:d, shall mam nn acl or Gud, .!ritrike1 lockout. or other indu5'ri.-.1 disturhnllOC, act at' 
28 1hc public enemy, wm~ blockudc:, pu.blia riul, liyhtnini;:. fu1J. stonn. 11ood, C(plosion, governmental net.ion, gol/Cfflmcnla1 delay. restraint 
2.9 Of h1oetion, um1v;ailllbilily of equipmenl, and any 01ha- ~use, whcUn:r of lhc kind spcciiicully enummi.u:d obavc er 01.l1erwisc. wh.ich is 
30 not rcason.1bly wi1hi11 the control ofthcpartyclaiminu &u5pension. 
JJ 

32 
JJ 

34 

ARTICJ..EXII. 
NOTICES 

35 All no~ccs nuthoriz<d or required between the parties ond required by any of the provisions or !his ogrce,n~nl. ~nkss olh«wi<c 
36 spccifi<ally provided, sholl be given in wriling by mail or rclcgram, poSlage or charges prepaid, or by 1clcx or lclecnpicr and addressed to 

37 tkc parties 10 whom the notice ts gjven al the addreS5cs listed on Exhibit 11A1
•• The originating notice given under nny provision hercur 

:18 ,liall be doomed given only when rocoived by tlte party to whom sucll notice is diroctcd, ond the limo for such party lo give nny notice in 

39 response \had.o shall run from the dale 1l1c (lriginndng noUce is. received. The second or any rcspoJJsive nodcc shalt be deemed given 
40 when depo,ilOd In the mail or with lh• 1clogmph ca1rrpany, witlt poS!llge or ehorges pn,poid, or scnr by telex or tclccnpicr. l!ach party 
4J shall have the ri,ght 10 chnngc il.9 address a1 any tilne, and rro1n time: ro dine, by giving Mitten notice thcrcorlD ah oc.l1a· pan;es. 
42 

43 ARTICLE XIII. 
44 TERl\t OF AGREEMENT 

45 
46 This apment ,hall remain in I\Jll fol"ce and effect as to the oil and sas laiscs and/or oil and U" intorests oubjecl hor<lo for ~,e 
47 period of time sc!"tcd below: provided, however, no pa.rty hereto shall ever be consbued as. having any rig]Jt. title or lntcn."St in or to any 
48 loose or oil ond gas interest con1rlbu1cd by ony olhor party boyond U1e term oflhis •grcemcnt, 

49 

SO a Op\ion No. l: So long as any of the oil 1111d ps leases subje<:t to this ogn,crncnt rO'n:tln or arc continued in rorcc •s to nny pnrt 

SI oflhc Conlnlct Arc1, whether by production. extension, rcnew:il. or otJicrwisc. 
52 
53 li'1 O .. ion No. 2: In the event the well d...,nbcd vt Article VI.A., Qt aoy sub!<qucnt well ddlkd wu!O" any prevision or !his 
S4 a~cmcnt. results in Jm;;idudicn of oil and/ot ,aos i1I paying q~ntitics, thls agreement shall continue in l'orec so long as any .such well or 
SS wolls prOd\'Ce. or o,e Cltjlilble crproducrion, and (or an additionol period of 130 days from «motion o(nll production; provided, 

56 however. if. prior to 1110 expiration of such additional period, ono or more of the parties hereto arc engaged in drilliTIJ, reworking, dccpcn­
S7 ing, plugging back, 1c.,ting or allompling lo complett a wdl or wells hcroundcr, this aivetmcnt shall cnntinuc in force 1D1til su,:h opero-
58 tions h••• b"n comple!ed and ;r production rcsl'lls thcrclrom, this agrcancnt shall continue in force os provided herein. In the event !ltc 
S~ well describ<d in /\rticlc VI.A., or nny sub~qu(IU woll drilled htt..,.dcr, resulu In• dry hole, ond no 011\CI" well Is producing, or capable 
60 or producing oil tltdlor 1111• from Ute Contract Area. llli! agiuincnt shall 1crminatc unless drilling, dccpcning, pluggin11 bacl<. er rework-
61 in11 opcrations arc commenced wi!hln 180 days from the dale of obondonment of said well. 

62 
63 It Is IIJl"Ccd. however, that die termina1ion or this agrcomenl sbnll not relieve ony party hereto from nny liobili1y whic!, hos 

a4 accrued or attached prior to 1110 dare or such tennimtion. 
6, 
66 

67 
68 

69 

70 

.13. 
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A.A.P.L. FORM 610- MODEL FORM OPERATING AGREEMENT- 1982 

ARTICLF.XIV. 

COMPLIANCE Wl"rH LAWS AND REGULATIONS 

4 A. Laws, llcgul11ians and Ord•w 
5 

6 Thi& agrc:emcnt. shall be subject 10 the C<m$Cr"vation laws of lhc 5'ale in which the Contra" Arca is loacai. 10 t11e valid rules, 

7 regubti<lns. and orders or ony duly constilu1ed regula1ary body of ~id scale; and to all 0U1er •pplicable fcdmtl, stoic. and Jucol laws. or-
8 dinanccs. rules, rcguJaLions. and orders. 
9 

10 B. Caverning Law: 
II 

12 Tbis agrec1ncn1 and all matters pcrtoining henl<l, including, but not limited to, mallers of perf'onnnn~ IIOn-pcrfonnanc:c, breach, 
13 l\!mcdies. proccduros, riahls. dutios. and inlerpn:wion or consttucrian, shall be governed and determined by th<: low of the .iato in which 

14 thcContmct Aroa is located. lfthoContn1ctArea isin 1wa or more Slntc:s, tbelawofthe state of New Moico 
I S shull govcm. 

16 

17 C. Regulnlory Agencies: 
18 

19 

20 

21 

22 
23 

24 

2S 
26 

27 

28 

29 

30 

31 

32 

33 
34 

3S 
36 

J7 

38 
39 

40 

41 

42 

41 

44 

4S 
46 

47 

48 

49 

so 
51 

S2 

SJ 

S4 
ss 
S6 
S1 

58 

S9 

60 

61 
62 

63 

64 
65 

66 

67 
68 

6\1 
10 

Nothing herein contained shall grnnt~ or be construed lo grant, Operator the right or authority to waive ar rclCMC any right,;, 

priV1leges. or obliii!lions which Non-Operatocs may havo under fedm! or Slate lnws or under rules, regulations or on!ers promulgnlcd 

under such laws in rofcrcncc to oil, gas and miner.al operations, including. the locatian., operalian. or production of wells. on tracts affset­
ting or adjacent to the Contract Area. 

With respccr to operations hereunder~ Non.Operators 11grce to release Operator from any and all losses. damascs. injuries:, claims 

and COijSCS of ac:tion arising out or, incident ID or resulting direclly or indircclly from Operator's inleq,rctarion or application of niles. 

ruli11~. rcg.ul~icns or orders of the D~partmcnt of Enr:rgy or predecessor or successor agencies lo lhe extent suc11 interprcuuion or ap­
plication was made in BPOd foilh. Eoch Non-Op,:totor rurtm:r •gl'Cos 10 reimburse Opera1or for nny a,..,._ •pplicablc to such Non­
OpcnlQr·s. s.hLw~ of produclion lhat Operator may be required lo n:fiind. rebitc or pny as a resull of such an iMOm:ct inte:rp-etltion or 

app(jation. together with interest und permllies thereon owing by Opera1or as 11 result of such lncorrecr inta"pJ"CUllion or 1pplia11ion. 

Non.Operators authori~ Opcr,,1or lo prepare and submll sue~ doeumenL, a< may be required to be submillcd to u,e pun:hoser 

or any crude oil sold hereunder 01 10 any other J)et$0n or cn1i1y pur.<uant 10 1hc rc:quir<n1cnl, of the .. Cn,de Oil Windf.111 Pror.1 T.x Act 

oC 193~". as same may be aincndcd &om time to time ("Act'1. and any valid regulations or role$ which ,nay be issued by !he Treasury 
Depanm<n1 fro1n Limo to lime punuont lo said Ad. Each pony llercio agrees to furnish any and oll Cfflifications or other informo1lon 
wl,iclt is requir<d to be furnished by said Act in a timely manner •rul In mflicient de,ail to permit complionce with 5'1id Act. 

A. 

8. 

C. 

ARTICLE XV. 

OTHER PROVISIONS 

Priority of Operations 

Notwithstanding anything herein lo the contrary, lt Is agreed that when a well drfflad under the tenns of this 
Agreement shall have been drilled to Iha ob]ecliva fonnatlon or depth and the parties participating In the well 
~an not n11.ituaHy agree upon the sequence and timing of furthor oper.1\ions regarding said W911, the proposals shall 
be considered 1n the foll owing order: 

1. 

2. 

3. 

4. 

5. 

A. propo,al to attemr,t to complete Iha well at allhar Iha objective depth or objective formation, Including 
the testing and logg ng or such well at auch depth; 

A. proposal to plug back and attempt lo complete said well above lhe objective formation (if there Is more 
than one proposal to plug back, the proposals will be considered In ascending order); 

A proposal lo deepen said wall In order to attempt a completion below !he objective formallon {If there is 
mere than one proposal to deepen. tha propasars shaU be considered in descending orderj; 

A proposal to sidetrack the well; and 

A proposal to plug and abandon the well. 

Nolwltl!standing any other provrs!ons herein, if during 1h11 term of this agraement, a wall Is required to be drilled, 
deepened, reworked, plugged back, sldetr.icked, or racompleted, or any other ciperatlon that may be required In 
order to (1) contlnu• a lease or leasu In force and affect, or (2) maintain a unitized area or any J>arllon thereof In 
force and elfect, or (J) earn or preserve and lntarast In and la o!I and/or gas and other minerals which may ba 
owned by a third party or which, falling In sui;h gpi,ration, may revert to a third party, or, (41 comply with an order 
Issued by a n1guletory body havl ng Jurlsdlct~ In Iha pramlses, falling in which cer1ain rights would tarmlnate, the 
foltowlng shall apply. Should less uian all parties hereto elect to participate and pay tlielr proportionate part of 
the ""sts to be incurred In such opatalion, thos. p.irtles dttlrin!l lo partlclpalo shall have the right lo do so al 
!hair SDle Cost, risk, and 8XplnS8, l'romplly follOW(ng the ~OnCIUS10ft Of SUCh ororatJon, Heh Of those parties not 
participating agree to execute and delivar an appropriate a.sslgnment ta tha tota lntorest of aac:11 non-participating 
party In and to the lease, Inns, or rights, LIMITED TO THE SRO UNIT DEPTH$, whh:h would havo tarmlnalad or 
which otherwise may have been pres1r11ad by virtue of such operation, and in and to Ille lease, laasas, or rights, 
UMITED TO Tta; SRO UNIT DEPTHS, within the balance ol the drilling unit upon which the well WH drlllad, 
ex«ptlng, howaver, WIIUs 111ererore completed and ~pabla of producing In paying quantHies. Such assignment 
sl1aR be dallvered to Iha participating parties In tile proportion that they bore the expense attributable lo Ilia non­
participating )lartlH' Interest. For the purposes of defining a required operation under this pn,vislon, such 
operallon wffl be deemed required If proposed within lhlrteen (13) months prior to lhe data such rights would 
terminat .. 

This Operaling Agreement dated May 8, 2009 supersedes and replaces any currenl Oparating Agreement covering 
Iha contract area. 

• 14-
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A.A.P.L. FORM 610 - Ml:1DEL FORM OPERATJNG AGREEMEN1 •.:"J 982 

ARTICLE.XVI. 

l'tf1SCEl,LAN1l0US 2 

3 

4 This ag~mi:nl shall be bindin; upon and shall inuTO IO the benefit or the parties herelo and ta !heir mpodiv,, hoirs. dev;..... 
5 legal repn:senlativcs_. succicsmrs and assigns.. 
6 

1 This lnstn,mcnl may be executed in any aumh<r orcountc,ports, each of which shall be considered an ,:,rig inn I for all purposes. 
a 
9 

10 

II 
12 

13 

14 
IS 

16 
17 
18 

IN WITNESS WHEREOF. this asreemern shall be clfcctivc asor __ ---"'Rt.,h __ day or ___ .,,M,,,a"-y __ • (10,ir) -I!!!!!..._. 

OPERATOR 

MARBOB ENERGY CORPORATION 

19 -----------------

20 
21 

22 
23 
24 

~! rrr~coRP~ 

27 ~ 
28 

YATES PETROLEUM CORPORATION 
29 

30 

31 

32 

H YATES DRILLING COMPANY 
34 

3; 

36 

37 
38 MYCO INDUSTRIES, INC. 

39 

40 
41 

42 
NEARBURG EXPLORATION cor.rrANY, LLC 

43 
44 

NON-OPERATORS 

THE ALLAR COMPANY 

EC3,INC 

ABO PETROLEUM CORPORATION 

CHESAPEAKE EXPLORATION, LLC 

LEGEND NATURAL GAS Ill L.P. 

4S -----------------
46 

47 
4& DEVON ENERGY PROllUCTION COMPANY LP 

49 
50 

51 
S2 

53 
S4 
ss 
56 

H 
SB 

S9 

60 

61 

62 

63 

64 

65 

66 
67 

68 

69 

70 

• lS • 
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RATIFICATION AND JOJJ:,r'DER OF UNIT AGREEMENT 
AND 

UNlT 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 fonn approved on 
behalf of the CoIIUDissioner of Public Lands, and in consideration of the execution or ratification by other 
working interest owners of the contemporary Unit Operating Agreement which relates to said Unit Agreement the 
undersigned hereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the 
undersigned had executed the original agreement. 

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

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

EXECUTED this 29th 

TRACT(S) See attached Exhibit "B" 

day of __ J_u_n_e ____ ., 20_0_9 ___ _ 

By:~Ro...,,.,o......, Aw ,)&lee--:' 
Sha~ nowden, Attorney-in-Fact 

STATE OF NEW MEXICO 
) ss. 

COUNTY OF EDDY ) 

YATES DRILLING COMPANY 

ABO PETROLEUM CORPORATION 

Addre~,: l 05 Somh Fourth Street 
Artesia. NM 8&2 lO 

ACKNOWLEDGMENT 

This instrument was acknowledged before me this 2.9.J:.b.._ day of ....J.un.e.._, 2009, by John A. Yates, Jr., 
Attomey-in-Fact of Yates Petroleum Corporation, and <lf Abo Petroleum Corporation. New Mexico corporations, on 

Cl
f~'lli!iti!ons . ..... , .... 

l«ITAD' 1'11111.lC,ftUB 0, NEW MKXJCO 

Mr_..,..,., ,,,.;,-~9 
ST ATE OF NEW MEXICO ) 

) ss. 
COUNTY OF EDDY ) 

Notary Public ;, 

This instrument was acknowledged before me this __llih_ day of June , 2009, by Peyto11 Yates, 
Attorney-in-Fact of Yates Drilling Company, a New Mexico corporation. on behnlfofsnid corpo.-ation 

A Er~or,awMUJCO 
• .(-21<09 

STAT~F~E= ) 

Notnl') Public "' 

) ss. 
COUNTY OF EDDY ) 

This instrument was acknowledged before me this 29th day of J t1ne 
Attorney-in-Fact ofMyco ladustries, Inc., a New Mexico corporation. 

, 2009. by Sharon Snowden, 

4£2.. ;£~ 
Notary Public,. 
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A.AP .L. FORJI _ ,_/ • MODEL FORM OPERATING AGREEMENT - I>,._) 

Alll'lCLEXVI, 
f,tf.$CE(.LAN£0LlS 

n,i, AeRCmm lhaJI be: bindina upoit trld shll RNl'e la 1bc bC;IOtit or the pilrt.ia hat1o .111tl 10 their mpe'CVve hWS. dcvi.Ke,. 
$ lcJuiR:~"a.MICR:S80ltWusips. 

' 7 

I 
~ 

10 
IN WfTNESS WHEREOF. thisnsn:,:n»n1 sholl 1:ti:: i:fkdl"eas:or __ _.11.,_, __ day of __ _,.M...,ayc__ , (Jo:tr}-l!tt_. 

" 12 0>£RATOR 
ll 
14 
JS 

16 
17 

II 

19 ----------------
20 
21 
22 

.. ARS08 ENERGY CORPORATION 

2l NON.OPERATORS 

~~ m::a:;:ro~ 
: VAT!S P£1'ROU:UM conroRATION 

30 
31 ----------------
)2 

:JJ VATES DRfl.UNG COMrANV 
:14 

:: ----------------
31 
U r.JVCO JNDUSTil1£S. INC, 

39 

,o ---------------., 
:; NEARBURO EXPLORATION' COMPANY~ U.C 

44 

:: ----------------
'7 
-t& DEVON ENERGY PRODUcnON COMPANY LP 

49 
,0 

II----------------
n 
SJ 
l< 
,s ~· S7 
SB 

" 60 ., 
6! 
61 .. 
61 

66 
0 
61 

" 'IQ 

ABO PETROLEUM CORPORATION 

CHESAl'EA.ME EXl'LOR.lTION, LLC 

LEGEND NATURAL CAS 111 LP. 

-IS-
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A.A.P.L. FORM 610- MODEL FORM OPERATINO AGREEMENT -19B2 

AATICLK XYJ. 

NISCELLAN'E:OUS 

Thit 11JJKt11cn1 slwt11 &a lil1dlns 11pcr1 and shal im,ra IO 1ht knclb or 111¢ p111ia hftco and 111 lllcir R:1pCCliv: lien. dauces. 
$ kpl rcpaa11,1(t-, IUCCcr,sarl .nd Hlii,u,, 

• 
7 1'11i:rii11111umcnrnmylN:crmdcdinu1aaim'bcral'coun10p1rtS.411ctiar.tiidllfllllbcconndcncJ1111wlamll(Dr1Uru,,cis;ii. 

,. 
II 

U4Wrn,ESs:WHEREOF.ttida~lslt;;lllbcclta:liniuof, __ .. ,1b,___ .. ,o1 ___ M~ay~-·bmr)~-

ll 
I) .. 

OPERATOR 

" 16 

17 
II 
19---------------
lO 

11 

ll 

MARB08 ENERGY CORPORATION 

IJ .. HGN~OPERATORS 

~ •rr:5::co•~ 
17~ 

: YA.TP.S PETROLEUM CORPORATION 

,~ 
11---------------
12 

ll YA.Tl!.S DRIWNC COMrANY 
i, 

!! ---------------
" )l &IYCO INDUSTIUES. INC • .. .. ---------------
" 
ll N'EA.JUHntCi EXPLORATION COMPArfY, litC ., .. 
:---------------
" 41 DEVON f.NERCY PRODUCTION COMJ"ANY LP .. 
» ,,---------------
" lJ 
l< 
,s 

•• 
" ll .. .. 
61 
61 

OJ .. 
•s 
•• . , .. 
•• 
10 

-u-

tll'E A.UAR COMPJ.HY 

EGJ,INC 

AllO PETROL&UM CORl'ORATION 
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- EXHIBIT "A" 

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

Corporation, et al, as Non-Operators. 

I. CONTRACT AREA/DEPTH RESTRICTIONS: 
Township 25 South, Range 28 East. N.M P.M 
Section 32: El2E/2 
Section 33: ALL 
Section 34: S/2 

Township 26 South. Range 28 East. N.M.P.M. 
ALL OF SECTIONS 3-4, 9-10, 15, 17, 20 
Section 2 : W/2 
Section 5 : W/2 
Section 7: E/2 
Section 8 : E/2 
Section 16: El2El2 
Section 18: E/2 
Containing 7,360 acres, more or less 

CONTRACT AREA IS UM/TED IN DEPTH FROM THE SURFACE TO THE BASE OF THE 
BONE SPRING FORMATION 

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

Marbob Energy Corporation 19.477715% 
P.O. Box227 
Artesia, NM 88211-0227 

Pitch Energy Corporation 
P.O. Box304 

16.856606% 

Artesia, NM 88211-0304 

Yales Petroleum Corporation 
105 South 41

" Street 
13.028650% 

Artesia, NM88210 

Abo Petroleum Corporation 
105 South 4'" Street 

6.663396% 

Artesia, NM 88210 

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

Myco Industries, Inc 
105 South 4u, Street 

6.663396% 

Artesia, NM 88210 

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

Chesapeake Exploration LLC 10.484446% 
PO Box18496 
Oklahoma City, OK 73154 

TOTAL 100% 

Ill. OIL AND GAS LEASES SUBJECT TO THE AGREEMENT: 
SEE ATTACHED EXHIBIT A-1 
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TRACT NUMBER DESCRIPTION OF LANDS 

!Q!/!/Jl!~H!P § SOUT!:11 !!ANG£ 28 EAS! 

1 Section 32: E/2E/2 

2 Section 33: N/2 

3 Section 33: S/2 

ACRES SERIAL NUMBER EXPIRATION 

DATE 

160 VB-0575 8/1/2009 

320 VB-0576 8/1/2009 

320 VB-0569 8/1/2009 

() 

Exhibit A-1 

BASIC ROYALTY LESSEE OF RECORD WORKING INTEREST OWNERS 
AND PERCENTAGE 

0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 

Marbob Energy Corp 

Pitch Energy Corp 

Legend Natural Gas 

Devon Energy Production Company LP 

0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 

Marbob Energy Corp 

Pitch Energy Corp 

Legend Natural Gas 

Devon Energy Production Company LP 

0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 

Marbob Energy Corp 

Pitch Energy Corp 

Legend Natural Gas 

Devon Energy Production Company LP 

(1 

WI Decimal Net Acres 

0.18322480 29.315968 

0.04257430 6.811888 

0.04257430 6.811888 

0.04257430 6.811888 

0.11959360 19.134976 

0.11959360 19.134976 

0.21045550 33.67288 

0.23940960 38.305536 

0.18322480 58.631936 

0.04257430 13.623776 

0.04257430 13.623776 

0.04257430 13.623776 

0.11959360 38.269952 

0.11959360 38.269952 

0.21045550 67.34576 

0.23940960 76.611072 

0.18322480 58.631936 

0.04257430 13.623776 

0.04257430 13.623776 

0.04257430 13.623776 

0.11959360 38.269952 

0.11959360 38.269952 

0.21045550 67.34576 

0.23940960 76.611072 



0 
Q 
Q 
N 
..lo. 
co 
..lo. 

n 

4 

5 

6 

7 

Section 34: S/2 

!OWNSttJe Z!i jQl.!I!l, 81\t!l!iE ZI EM! 
Section 2: W/2 

Section 3: E/2 

Section 3: W/2 

320 V-7085 7/1/2009 - Prod 

320 VB-0694 7/1/2010 

320 V-7438 7/1/2010 

320 V-7461 7/1/2010 

() 

Exhibit A·l 

0.16667 MARBOB ENERGY CORPORATION Marbob Energy Corp 

Pitch Energy Corp 

Yates Petroleum Corp. 

ABO Petroleum Corp 

Vates Drilling Company 

MYCO Industries, Inc. 

The Allar Company 

0.1875 YATES PETROLEUM CORPORATION Marbob Energy Corp 

Pitch Energy Corp 

Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries. Inc. 

The Allar Company 

0.16667 The Allar Company Marbob Energy Corp 

Pitch Energy Corp 

Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 

The Allar Company 

0.16667 Yates Petroleum Corporation Marbob Energy Corp 

Pitch Energy Corp 

Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 

The Allar Company 

() 
,?, 

i 

i 
f 
I 
I 
I 
' i 
i 
I 

0.19505495 62.417584 
0.19505495 62.417584 

0.07554945 24.175824 

0.07554945 24.175824 

0.07554945 24.175824 

0.07554945 24.175824 

0.30769230 98.461536 

0.19505495 62.417584 

0.19505495 62.417584 

0.07554945 24.175824 

0.07554945 24.175824 

0.07554945 24.175824 

0.07554945 24.175824 
0.30769230 98.461536 

0.19505495 62.417584 

0.19505495 62.417584 

0.07554945 24.175824 

0.07554945 24.175824 
0.07554945 24.175824 

0.07554945 24.175824 
0.30769230 98.461536 

0.19505495 62.417584 
0.19505495 62.417584 

0.0755494S 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 

0.07554945 24.175824 

0.30769230 98.461536 
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UNCOMMIITTD 

11 

Section 4: E/2 

Section 4: W/2 

Section 5: E/2 

Section 5: W/2 

320 V-7439 7/1/2010 

320 V-7462 7/1/2010 

320 V-7440 7/1/2010 

320 V-7463 7/1/2010 

() 

ExhibitA-1 

0.16667 The Allar Company Marbob Energy Corp 

Pitch Energy Corp 
Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 
MYCO Industries, Inc. 
The Allar Company 

0.16667 Yates Petroleum Corporation Yates Petroleum Corp. 

ABO Petroleum Corp 
Yates Drilling Company 

MYCO Industries, Inc. 
Marbob Energy Corp 

Pitch Energy Corp 

legend Natural Gas 

Devon Energy Production Company LP 

0.16667 Legend Natural Gas lfl LP Yates Petroleum Corp. 
ABO Petroleum Corp 

Yates Drilling Company 
MYCO Industries, Inc. 

Marbob Energy Corp 
Pitch Energy Corp 

legend Natural Gas 

Devon Energy Production Company LP 

0.16667 Yates Petroleum Corporation Yates Petroleum Corp. 

ABO Petroleum Corp 
Yates Drilling Company 
MYCO Industries, Inc. 

Marbob Energy Corp 

Pitch Energy Corp 
Legend Natural Gas 

Devon Energy Production Company LP 

f) I 
t 
f 
;r 
1 

0.19505495 62.417584 

0.19505495 62.417584 
0.07554945 24.175824 

0.07554945 24.175824 

0.07554945 24.175824 
0.07554945 24.175824 
0.30769230 98.461536 

0.18322480 58.631936 

0.04257430 13.623776 
0.04257430 13.623776 
0.04257430 13.623776 
0.11959360 38.269952 
0.11959360 38.269952 
0.21045550 67.34576 
0.23940960 76.611072 

0.18322480 58.631936 
0.04257430 13.623776 
0.04257430 13.623776 
0.04257430 13.623776 
0.11959360 38.269952 
0.11959360 38.269952 
0.21045550 67.34576 
0.23940960 76.611072 

0.18322480 58.631936 
0.04257430 13.623776 
0.04257430 13.623776 
0.04257430 13.623776 
0.11959360 38.269952 
0.11959360 38.269952 
0.21045550 67.34576 
0.23940960 76.611072 
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UNCOMMITTED 

13 

14 

UNCOMMITTED 

Section 6: E/2 320 V-7441 7/1/2010 

Section 7: E/2 320 V-7465 7/1/2010 

Section 8: W/2 320 V-7443 7/1/2010 

('') 

Exhibit A-1 

0.16667 Legend Natural Gas Ill LP Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 

Marbob Energy Corp 

Pitch Energy Corp 

Legend Natural Gas 

Devon Energy Production Company LP 

0.16667 Yates Petroleum Corporation Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 

Marbob Energy Corp 

Pitch Energy Corp 

Legend Natural Gas 

Devon Energy Production Company LP 

0.16667 Legend Natural Gas Ill LP Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 

Marbob Energy Corp 

Pitch Energy Corp 

Legend Natural Gas 

Devon Energy Production Company LP 

() I ; 
I 
i 

0.18322480 58.631936 

0.04257430 13.623776 

0.04257430 13.623776 

0.04257430 13.623776 

0.11959360 38.269952 

0.11959360 38.269952 

0.21045550 67.34576 

0.23940960 76.611072 

0.18322480 58.631936 

0.04257430 13.623776 

0.04257430 13.623776 

0.04257430 13.623776 

0.11959360 38.269952 

0.11959360 38.269952 

0.21045550 67.34576 

0.23940960 76.611072 

0.18322480 58.631936 

0.04257430 13.623776 

0.04257430 13.623776 

0.04257430 13.623776 

0.11959360 38.269952 

0.11959360 38.269952 

0.21045550 67.34576 

0.23940960 76.611072 
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Section 8: E/2 

Section 9: W/2 

Section 9: E/2 

Section 10: W/2 

320 V-7466 7/1/2010 

320 V-7444 7 /1/2010- Prod 

320 V-7467 7/1/2010 - Prod 

320 VB-0677 7/1/2010 

() 

ExhibitA-1 

0.16667 Marbob Energy Corporation Yates Petroleum Corp, 

ABO Petroleum Corp 

Yates Drilling Company 
MYCO Industries, Inc. 

Marbob Energy Corp 
Pitch Energy Corp 

Legend Natural Gas 

Devon Energy Production Company LP 

0.16667 The Allar Company Marbob Energy Corp 
Pitch Energy Corp 

Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 
The Allar Company 

0.16667 Yates Petroleum Corporation Marbob Energy Corp 
Pitch Energy Corp 

Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 
The Allar Company 

0.1875 The Allar Company Marbob Energy corp 
Pitch Energy Corp 
Vates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MVCO Industries, Inc. 
The Allar Company 

( ) 

J 

0.18322480 58.631936 
0.04257430 13.623776 
0.04257430 13.623776 
0.04257430 13.623776 
0.11959360 38.269952 
0.11959360 38.269952 
0.21045550 67.34576 
0.23940960 76.611072 

0.19505495 62.417584 
0.19505495 62.417584 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.30769230 98.461536 

0.19505495 62.417584 
0.19505495 62.417584 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.30769230 98.461536 

0.19505495 62.417584 
0.19505495 62.417584 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.30769230 98.461536 
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Section 10: E/2 

section 15: E/2 

Section 15: W/2 

Section 16: E/2E/2 

Section 17: E/2 

320 VB-0695 7/1/2010 

320 V-7445 7/1/2010 

320 V-7468 7/1/2010 

160 V-7446 7/1/2010 

32.0 V-7447 7/1/2010 

(~ 

ExhibitA-1 

0.1875 Yates Petroleum Corporation Marbob Energy Corp 
Pitch Energy Corp 

Yates Petroleum Corp. 

ABO Petroleum Corp 
Yates Drilling Company 
MYCO Industries, Inc. 

The Allar Company 

0.16667 The Allar Company Marbob Energy Corp 
Pitch Energy Corp 

Yates Petroleum Corp. 
ABO Petroleum Corp 
Yates Drilling Company 

MYCO Industries, Inc. 

The Allar Company 

0.16667 Yates Petroleum Corporation Marbob Energy Corp 

Pitch Energy Corp 
Yates Petroleum Corp. 
ABO Petroleum Corp 
Yates Drilling Company 

MYCO Industries, Inc. 
The Allar Company 

0.16667 The Allar Company Marbob Energy Corp 
Pitch Energy Corp 

Yates Petroleum Corp. 

ABO Petroleum Corp 
Yates Drilling Company 
MYCO Industries, Inc. 

The Allar Company 

0.16667 Chesapeake Exploration LP Chesapeake Exploration Limited Partnership 

()1 

I 
I 
l 

0.19505495 62.417584 
0.19505495 62.417584 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24,175824 

0.30769230 98.461536 

0.19505495 62.417584 
0.19505495 62.417584 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.30769230 98.461536 

0.19505495 62.417584 
0.19505495 62.417584 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 
0.30769230 98.461536 

0.19505495 31.208792 
0.19505495 31.208792 
0.07554945 12.087912 
0.07554945 12.087912 
0.07554945 12.087912 
0.07554945 12.087912 
0.30769230 49.230768 

1.00000000 320 
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24 Section 17: W/2 

2.S Section 18: E/2 

26 Section 20: W/2 

27 Section 20: E/2 

320 V-7470 7/1/2010 

320 V-7448 7/1/2010 

320 V-7450 7/1/2010 

320 V-7473 7/1/2010 

() 

ExhibitA-1 

0.16667 Yates Petroleum Corporation Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 

Marbob Energy Corp 

0.16667 Chesapeake Exploration LP Chesapeake Exploration Limited Partnershli, 

0.16667 Nearburg Exploration Company, LLC Nearburg Exploration Company, LLC 

0.16667 Marbob Energy Corporation Marbob Energy Corp 

Pitch Energy Corp 

Yates Petroleum Corp. 

ABO Petroleum Corp 

Vates Drilling Company 

MVCO Industries. Inc. 

The Allar Company 

() 

0.35000000 112 

0.05000000 16 

0.05000000 16 

0.05000000 16 

0.50000000 160 

1.00000000 320 

1.00000000 320 

0.19505495 62.417584 
0.19505495 62.417584 
0.07554945 24.175824 
0.07554945 24.175824 
0.07554945 24.175824 

0.07554945 24.175824 

0.30769230 98.461536 
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I 
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LEASE BASIS 

TOTAL COMMITTED ACRES 7360 

TOTAL UNCOMMITTED ACRES 960 

TOTAL ACRES 8320 

() 

EKhibitA-1 

RECAPITULATION 

Acres of State of New MeKico Lands= 100% 

Acres of Fee Lands =..;0;.:%.:.•----------
100% 

Unit Working Interest 
Marbob Energy Corp 0.18507511 
Pitch Energy Corp 0.16016961 
Yates Petroleum Corp. 0.12379680 
ABO Petroleum Corp 0.06331485 
Vates Drilling Company 0.06331485 
MYCO Industries, 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 

Pitch Energy Corp 

Yates Petroleum Corp. 

ABO Petroleum Corp 

Yates Drilling Company 

MYCO Industries, Inc. 

The Altar Company 

Chesapeake EKploration LLC 

Nearburg Exploration Company LLC 

TOTAL 

0.19477715 
0.16856606 
0.130286501 
0.06663396 
0.06663396 
0.06663396 
0.20162395 
0.10484446 

1.00000000 

(f' 

1188.974488 
1028.974488 
795.305384 
406.752344 
406.752344 
406.752344 
1230.7692 

640 
320 

6424.280592 
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Attached to and made a pan or 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 Piteh Energy 
Corporation, et al, as Nan-Operators. 

!. Dcfinilions 

ACCOUNTING PROCEDURE 

JOINT OPERAilONS 

I, GENERAL PROVISIONS 

"Joint Property" shall mean the n:.11 and ~non;il prop,etty s1.1bjec:110 lhc: n1irn:cmcn1 In which this Aecounte~ Ptocedvrc isut(~dl.ed. 

.. Joint O~lians'" shall mcon a.II ope,a1ions acoc.5Sllry or proper Cor 1he developmenl, opc~lion. pro1cc1ion. and m.1.inten:mc:c of lhc 

Joint Property. 

"Join1 Acco1111.(' sh:i.11 me::m IILe account sho,ving lhc chars.es pa[d and cm!ils rocci\'Cd in the conduct of 1hc .loi111 Operations and which 

an: to be !han,d by Ilic Panics. 

"Operator" slu:lll mean Iha: pW1y designated to conduct the Joil\l Opcmtion!l. 

.. Noa-0,peraton." shall mean the 'Par1ics 10 1his2grec.mcnt other than tile: Opcr.uor. 

"rartics" shall mean Operator and No11-0pcra1ors. 

''Finl Level Supervisors" sl131l mean those cmplo~ wh1>SC: primary ruoc1ion jn Joint Operalians is lhc dirccl supervi.;iol'\ or oll1er 

,employees and/or contmct labor directly employed on rhc Joint Property in a. field opcratiDG capoci1y. 

'"Tccl\nklll Emp1o~s'" shall mean. those employees having spc,cilll and spccjfj,c engineering, geological or olbcr proressionol skills., 

ilftd wJLOse primaty function in Joint Opcralion! ls the budlini; or specific opcrallni; condilion5 .aad problems ror tlc bcr.cfit of Ille 

Joinl rropcny. 
•renonal E.'tpcnses~ shall mean travel and other rcaisonnble re1mbur.sable expenses of 0.J)Craloc's employees. 

·Materlill" !hal:I aae.an personal propcny, equipment or .!U.pplics acquirtd orhc:Jd far use on Iha Joint Property. 

"'Conlrollablc Ma1cria1" sllatl me.an t.tau .. 'fla.l ,vhicb Ill che time is so classHicd In the Mnlcrial C1as5incution Manual PS most 

~endy ~ommendcd by lhc Council or Petroleum AccountllJIIS S0cie1ies. 

2. Stat•m•nl and BUila;, 

Or,craMr shall bill Non·Opcrotor.i on or berorc tlte last day or coch month far their sroportionacc share of the Joinl A4';Counl for lhc 

p~edins; monlh, Such bills wiJJ be DC(:Ol'Dpanied by sta1cmcn1s which Jdcn1ify the ilulhorily for expcndi1urc. lease or r:i.cility, ind aU 

ch.ngcs and crcdils .summarized by appropriale cl.:i:ssifialions or inY1SS1mco1 and CMpcnsc c.tcepl 111;11 items of Conlrolhtblc MatcrfoJ 

a.nd unusual cWc;c.s 11.nd credits sh.111 be sep:;aralely idcnlificd and Allly desc::n1>cd in dc1:ai1. 

,. lldvancu and Payments by Non-Optra~ors 

A, Unless otherwise provided ror in the a~n:cmcnt, 1bc Opcrillor mn)' n:qui~ the Non-Opcr.Jtor:s to adwncc their sh""rc or estimated 

cash outlay for the succeeding monlb's opc:ration wilhin finccn (IS) days after receipt oflhc biHjng_ or by dtc ftr.51 day or lhc month 

ror w'bich 1hc adv.Ince is Rquired, wblchevet is later. Operolor sholl adj~I e.1cll monthly billing lo rcncct advnccs rc:cci't,:d from 

1l1e Nou-Opc:Ators. 

D. Each Non-Operator sh.all pay Its pn,J)OT'llon or ell bUls wi1hin fii\~en (15) days a.ncr rcctipl. If payment b nol made wilh.in suclt Umc. 

die unp.iid h11loncc sh.i.lJ bear intcral monlbly at ttie: prirnc rate in effect Gt fb;m; Manhauon Bank an the firsa ®y cf1ho monlh 

in which dclinqucnc:y 0"11rs plus 1% or the muimum contract nu~ pcnniued by the applfalblc usury laws in lhc Sfatc ift which 

the Jolnl Property is localed, ,vhich1:ver is the" lesser, plus tlltorney's fees, coan eosts. and (l.l\er costs In connc:etlon wilh th.c 
C.(111«:liOn ,of1:1npaid amount,. 

Paya1cm ,of any llt';b biUs sli3H ool pr¥,judice 011: riglu or any Non-Operator to prolcSI er que.salon the corrcc1ncss lhueofl provided~ 

h<,wc•ct, all bill, ond statcmc:nts rcllllorcd to t!on•OJ)COID><S by Opcr.,tor durin& aoy calendar ycar shall conclu~voly be prc,;umod to 

be 11\lC and i;orr«I after tw~nty-four (24) manilas rollo,ffll;. Ille end or any sucl1 ca1erulilr )-nr1 unless ailhin the aid twcn1y-roor (24} 

mon1b pcrio4 ii Non·()pc~lor 1ako1 wrillC1' cxa:plion lbi:mo ancl muk~s eli:aim on Ope:ra[or tor o.4jt5tmenl. No adju.'ilmcnl fovomblc 

10 Opcrotor .sllaU be made unlCS! ii is ft'lr;idc within the sam, proSl;ttbcd p;riod. The pco\.~sions of Ibis p.ar.iltfllph sh.ill no1 p~vcnl 

ndju:stmcnts rrsu.lliJt& from 11 physkiJl invenlol)' ofC"o111rollablc Material as provided roriri S~lion V. 

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

A A Nun~Op,:r.Uor, upoa notice: .in wrilfng 10 Clpe;nlor and 4JJ 01hcr Non-Opm1t~ shall have the riglll to audi1 Op;:nator"s 11(:gJUnls 

and rCQ)RJ:s nil:iring m the Joint Account ror atty c:ahmd;ir l'GI' wittin <ha twenty-four (24) ntontlt period following llu:! end or 

sirt• c:atcnd1r year. pro\1dcd, however. 1hc •ing of :m ilUdil Dall nol extend 1hc: time tor lhc takhlC or l'l'rillca CACCptia11 to .a.nd 

Ibo adjvslmcnls of accoun1• .. provided for i• Para;mpl, 4 or this Scclioo I. Where !here ore 1wo or more Non-Opmlors, the 
Non--Op::raiors shall make every reasonable effon to conclucl 11 joint .audil in a maMcr wbicb wm rQiUll in a minimum or 
i11conwniencc la lhc: Openr.ror. Operator sl11\II bear no porcian of lhe Non-Operators o-udh cost incuntd under th1t piln.graph 

unh:n ogmd 10 by the Operator. The altditi .shall not be cond11~cd mo~ ltion onca e.sch. yct1r wilhout priot npprov;1I or 
0.PCQLor. u;.;ccpl upon lbe r4:signa.tlon OJ fCMO\'iJ.} of lhc Opmtor, s1nd sh;ill be mridc 01 lhc c1tpensc of 111asc Non-Operutors 
approYini: such audil. 

0. The Operator •hall reply in wn<ing lo an aadit iq,ort •ithin ISO daysanerm;eipl ohvch ropon. 

6. App,onl By Non-Oporal911 

Where .m apptov;.I or other 11;mnnenl or the hdics or NOfl-Opcr.1cor.s is e>i:prcssly ~qlitcd 1111<1v olhcr ~lions or lhis 

Accounting Procedun, and ir lhc ag:rc,c1nen, (o which Ibis Accauntin,; Procedure 15 auachcd co111a.ins r10 COn(rary provisioas in ,c.g;rd 

1hcretc:., Opcr.11or shall notify all Non-Opcmton or the Operator's propo'5:11, and ••~ agreemen1 (]f approval or II m:ijc.rity in intcrr:st or the 

Noo-Opem<ors •"'1JI be controlling on all Non-Opcmlo1s. 

II. DIRECT CHARGES 

Opcrillar sll:,11 chaq;c lheJoinl Accoun1 wi1h rite (ollowing items: 

t. lkological und Environmencal 

Coss incuJRd rar lhe bcncn1 af lltt: Joint Prt1,icrty as a rcs\lll or govcrumcnlal or rq;11btory n:qufrcmcnts. to suisfy 

on\ironmcntal considcm1ion.s appltc:lblc to lhc Joinl Openi.do11S. Sud~ COSIS may indude surveys- of an ccologicnl or nrch:icologicnl 

JlD.lorc and pnUulion con1roJ procedures as required by applicob1c laws and n:gulalions. 

2.. Rentals and Royallies 

tease l'llnta.ls and rD)'Dltics p;1id by Oper.nor for 1he Jcinl Opcr3ainns. 

3. J..abor 

A. (I) S~larics and wages a r Operator"s fii:ld cmplay«s directly employed on the Join I Propcny in 1hc condvd Df' Jcm1 Operutions. 

(2) s,1.,; .. orFors! level SuJ)Crvisors fn lho field. 

()} SallLJii:s ilnd wagos or Technk:al EmpJoyces djrocrly employed on the Jain1 Propcny ir such eh:lrst.s :ire c:!c.:ludcd rm.n1 

rhc OV(!.rbcod ra1cs. 

(4) Snlwies and w:i.gcs of Tcd,nkpl F..n'lployer:.s eilhcr tC'mPorarily or pcnnani:nlly a.ssi11ncd 10 and dircdJy c:mployod In Ilic 

opemti!ln or lhc Johll Property if meh chsrgcs arc excluded ('rom lhe 011crl1Cld ralQ, 

B. Opem1or·s cost of holidiiy, WC'i11icn1 sidcncss and disa.bUity bcncftls ond olher atSCom31')' aUowa:i:u:cs. p;Jid to cmploycc:s ~hose 

solorics 011d ivagcs arc charg"1blc 10 1hc Joint Amnlll1 under raroe,.ph JA of lhis Sccaion 11 Su:h eosls UAd<r 1his P•r.igroph 38 

nmy bC' cl1oq;cd on a •when and as poid b1siS- or by "p!!rcento:i:e a~55menl .. on lbc ::1moun1 of salaries aud w.:ii:cs chors.~blc co 

thci Jcinl Accounl undct Par.agmph 3A or lhis Section It If pcrccntay: ani=:ssment is usr:d. ltK r.uc shall be b:19:d on lhc Opcratofs 
coar cxpcrlcnec.. 

C'. Expenditure& ar contribu1ians mo.de p1WS114DI to auemncrtlS lmpo$td by govcromenliJl 11 .. lboruy \v'hich an: ::ippfic:abJ,; lo 

Operator's cos1scfi:1rgcablc to tho Jainl Account un.der Pangrapbs 3A and 3D of mis Section II. 

D. Person~t E~pemes of lhofe cmplo)'ccs whose salaries and wa1,,cs are cl1nri,,,e;abto to the Joint Accouftl under P.:imgrapM lA 11nd 38 

ollli., Sccaion IL 

4. Employ .. s ... rots 

Ope,a.lor"s cu.rrenl i;oslS or esaablished pl:ms for c.mpkiyccs' group life insuranc:e, ho5J)i1aliindcn. pcnsCon, re1iremeru,, stock p11rchasc1 

1hrin, baoll!, 01d Olhcr bcncnc pion• of a like nalut<, applicable 10 Operotor's bbor cost chari;c;blc Le rbc 1<1inl Account under Pa,.~rapbs 

3A lllUI JB of ahis Soolion JI shall be Operator's actual eosl nDI to ..... d lhe p:mmL most n:ccnlly recommended by lhc C'ouncil or 
Pc1rolct1rn Accounblnls Socidics. 
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Mo1criol pun:h•sod or fumis,od by OJJl'ralor for use •• 1ho Jaine r,openy 1$ provided uodcr Scolion JV, Only such Mo1crfol sholl 

be purchu;ct fot or lr.msfc::ned lo die Joim Prapcny u mn.y be required (or immetlia(1= use :1nd is P:iLSDnilbly praclicof and eonsiSlcnt 
Mill eftldcnl imcf i:1:ot1omial opr:milioas. The ouumuJa1ion or surp1us51oeks shall be avoided. 

ti, Trnnsportatkut 

Trnn3PDna1i0on of employen and Mat1;riill n~ry for the Joim Opcr.uicns bur subjcc1 io rhc roll owing limilalions: 

A. Jf Matuial is mo""d to the Joi•t Propeny Ii-om the Opon101's worchouso or ocher prop:rtic~ no dio,yo shall be made to che 

Joint Account tor a diS1ilflQ: g:rcuter than the d.ist:111ce from the ncorc:st n:1i1blc supply stare where like material is nonnally il\'aifablc 

(Ir rail\1/Q.y receiving poinl ne:arcg the JoinL Property unless agreed 10 by the Panics. 

B. If :Mirplus Mulcllal is moved to Openl.tots wan:Jtousc or oth,c:r SlonlJ:e point, no darie sball be made 1a tlte Jol111 Accoan1 ror a 

di51ance greater thM the dt$1Anec lo lhe acoma Rli.Jbl~ wppJ)' store where like au.1eri::d b normally nvtiJable, er milw.l)' 

recehinal poiJU nearcsi the Joint l'nrpffly 1,1nlcss ;iisn:cd lo by lhe Panics. No charge sh.ill be made 10 cRC Jcint Acco11n1 rar 

moving Material 10 olhcr prop:,tics bcloaging toOpera1or.11nlcs:s agn:ed toby lhc Parties. 

C. In the application of subpar.aJ;l'i.lphs A I.Uld B above, the option to equalize or charii,ic acluil lrucking cosi is ;a~l.ablc when lho 

actual chtHl.,'O is $400 or less excluclin; acocssorial chllfi:CS.. The S400 \vj)} be adji,51C(110 Ille amount most recc:nlly recommended by 

the C"ouncH of Peuolcum Accountants S0dc1ics. 

7. Senlus 

The !:'OSI of contract services. cquipmenJ. aud utililies praYidcd by oursidc snUJccs, cxccpl sct\'N:cs e,:cluded by Pilr.lgrapl1 10 of Section n 

ond P.uagr.aplJ i. ii. And iii. or Sc:ction rn. The cosa or professional consul1.1.n1 services and c0n1me1 services of technical personnel 

dfrci;;tly cnG;i.g.cd on lhe Joint P,opcmy if such cllar1,tt:s 11re excluded Crom 1hc overhead r.ues. The cost ofprofcssiondl t:011sulli1111 xrvkes 

or conull(:t scrvic~ or ,echnlc:;il personnel aol directly engaged on 1h.e Joint J-roperty shall no\ be c~d to 1he Joinl Aecoun1 

•nlo,o pmiouslya;t«ll 10 by the Parties. 

8. £quipnte1n :and Facllltl~s Furnished By Optrntor 

A. Ope,.)for $MIi charge the Joint A.cc;ount for use of Operator ow11cd cqutpmcnl ilnd ruciJitit:5 QI r.llC5 ccmmensur.ne \\oilh cus:s 

or O\\'llcrship and operation. S~;II ~1,s dlt::.11 hi,clttde costs or maint~nlUICC', n:pal~ olher o-per.1Un1: expense, insurance, 1:Jxcs_ 

dcpr.eci.icion. t1nd fncctcsl Oil gross invc:stmenl I~ uc;cumuJalcd dcpn:cia.tiun not to c:xcc:cd twdvp pc:rc:cnt ~%) 

per annum. Such mtcs shall no1 cxoced a"Vecage co1nmcrcfal ra,cs currcn1ly prevailiqg in 1hc inunedi:ale are.a or the Joinl Propeiiy. 

U. In. lieu or ch:argcs in Paragraph SA a.hove, Opcrntor m.iy elea 10 use nvcra,c co1nmcrcl:il J'3IC5 prcr.u1ing iii lhc immcdio.rc Dft'O or 
the Joia1 Property less 2.0o/.. For uulomoth-e cquipmcn1, Opcra1or ma.y elect 10 use ro.1cs published by 1lae rcrroleurn Motot 

Tr.aasport Associa(ion. 

9. D:lm.ilges and Losses 10 Joint Proputy 

All cos.ts Q1 c~pco5es ncr:csS,,1Jy for the n:pair or rcplu.ccmcnt or Johu Prupect)' made ncccss:uy because of dama:cs or loSES incuned by 

fl~, Rood, stonn, lhcR, accident, or 01he:r t:a'Uet, -e;n:epl lhosc resulting from Opcrntor·s gross ne.giiJ:,'f'OCC or ,villrut mistollduc1. 

Opcruror shall furnish Non-Operator wriucn notice of damascs er los.scs incurred os soon us proclieablc nl\cr a ~i,on thereof hns 

bocn received' by Operator. 

fO. Legal E:tpcrm: 

E-xpcnsc or bandlinu. investigating and scltlin,y lilig:11i0ll er claims, dis:harging of liens, .,..ymenl of' judgmcr\ls and amo11Rls pa.id 

for seUJem'l!lnl or tbims incurred in <>r RSUllin; from opcm1.tians under tbe a;recrni:111 or ncceSSill}' 10 prolccl or ,ccowr the Join, 
PrQfcrly. c:Jec:ept llun no ohlll~ for srvi,cs of Opa-.alo(s J~l ~rr or fees or 01.pcnsi: of uutstdc auorncys Slall be: m.adc unless 

prc.viously o~ lo by tbc P.irtics. AU other Jcgat IJXPCft5a is c:nnsids:~ 10 bf' covered b)' 1he o,-ahi::ad pro\'isions of Snuion III 

11nloss i;ilhenvisc 11in:ed 10 by the P:::irties. cxr:q,t as provldcd in Section J. Paragrapl1 3. 

ll. Taus 

AlL lilXCJ of every kind ond oa.lure: iUKMd or l,vicd upon or in c:annci;lion wilh lho Joint PropcrCy. 11,e; openlioo 1111:rvof. or the 

production lhcn:from. 8't<I which '"'"' lraw been paid by lhc Opo,.1or f<>< tJ,e bonefll or Che l'at1~. If die ad •alomn coxes ore ba...S 
in wh<lle or In fl'II1 11pon SCj',On1tC \111U41kn1:s of c:.1,;h p3rty'.s worlcfog i"'-crcst, lhert notwith$andia;: 4nyllting t1;11 th.~ conlrary hr:rcin, 

cfmrges 10 the Join& Account shall be made a.nd p:Lid by the Pan.ics hereto in necordonce \\ilh lhc 1:1:t \'.1IUC generated by ~ch pany's 

workini: 1nle1cst. 
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fl. Insurance 

13. 

Net premiums paid ror insurance requited to tic airried fo.r the Joint Opcrntiuns ror 1he protc:ctiori of tfic PartiQS. In lhc, cvcru Join1 

Opr:mtions Ill: conducL~ in a sl;Jte in wl1ich Opc,alQt may ac1 .as setr-in.wror for Worker's CompC'nsadob and/or Employers Li.1bih1y 

undi:r tl1e rcspctlh.1.? Slate's la,v.s. Operator m:1y, :i1 its clettion, iDcbade 1hc risk under ils self.. insurance progiam :md in that C\'Cnt. 

Opc,.a.lor shall include I chu1i::c al Opcmtor"s cost not lo exceed fmldllill nucs. 

Abudonment nnd Recbmallon 

C~t5 im::um:d fer abandonment oflhc Join1 Property, inclUdnlg, co~s scquircd by ,ovcmmcnlnl or 01be, re,eula1ory a111horily. 

14. Ce111munlc:dlons 

Co51 IJr a,cqulrin;. lwsinc, installiag1 o~er.11ing, repoirini and nmin1,ajnlng communkarion syste~ Lneluding: adio and 1nicrowue 

focllili~ diTmly ,51:rvinu lhe Joint Propcny. In d\e even! ecmnn1ni~liop f~ililJi;s'syslems. SCTvinl; lhe Join1 Property arc Opcm1or 

owned, mu;es to lhe Joi111 Accoun, sl-i:111 be rnade as pro~jdccl in Paragraph 8 of this Scr:tion II. 

15. Olhor Expeodltun,s 

Any alher c~pendilure noc covered or de.alt wilh ia the rocci:;.oin.l( pro'tisions of this Secuon II. or ia Scccion l1J and which is or direct 

benefit to &he Jolnl Pmpcny and is incurred by lhc Operator in lhc ncc~cy tutd proricr condut:L of lbc Join1 Opc~lforu. 

Ill. OVERll&AD 

I. O,·ert.c1d .. DC"illing and Produclni: Oper.1.tlons 

As compcnsalion for ad1ninistralh,:. supervision, officv servkcs and worcltousing cost~ Operator shall ch~rge dril1ing and 

i,ro~ucing operations on either. 

C )( ) Fi,cd Ral• llouos, PoroJ;r.iph I A, or 
C ) Pertcnra~ .. Basis. rar.igrapb 1B 

Unic-1! atherwi.se agreed 10 by th.; Parties. a1eh tlr.arg.:: shall be in lieu of cosls and o:penscs C1f aU offices and SJ1aries or wagos 

plus applicobl< burdens and expco= of all ~Md, ••«Pl tho .. di"-«lly cha=ble under Parapph JA, SCC1ian II. Tho coS! 
and expense of services from ou1.si:de souroes in c:onnccliOJ\ with snalleo of hlx111ion, traffit:. a.ccou.ntini.: or mauers hi:roo: or 

mvol'nn& govcrnmcnla1 agencies shall be considered as includcd in lhe ovcrJu::qd r;sles provided ror in tllc above 11Cl~tcd P1m:1,w.i;pl, 

oflhis.Sr:clion JI( unless iuch coSI and expense auc ai:rced to by the Parties ilS o direct charge 10 the Joint Accn1111l, 

ii. The Sillilric~ wases and Pursomd Expcn,;Js or Technical Employees andtor the COS1 of prcrc~Qi,rzl c.ortsuli~l'II SCl'"l'iccs and 

conlrucl services ortcchnie:11 pursoMel d{rcctly employed on 1he JoinL l'ropcn.y: 

) shall be covered by die overhead rates, or 

( X ) •holl not be covered by the ov<:rt,cod mte:s. 

iii. Tltc s:ih1riu, 'Wtllo"t!J and Pi¢1$0nal l:ipcnses of Tccbnic.al Emplo~es and/or coa:s or profcssion31 consulcan1 sen.ices and 

('(IRlrttCt .services or lcthnial personnel i:i<hcr lemporaily or pcnnPncntly assigned to and directly employed in lhe operation or 

the Joint Propcny: 

( X J shall be covered by 1hc avcrheod ral~ <>r 
( ) shall nol be covered bytbc ovcrncad raw:~ 

/o., Overhead - Fixed RolO !lasls 

(1) Opcr.iror sh:lll chnrsc the Joint AccouN ac lhc following rates per wen per mon11£ 

Drillia; Woll Ro1eS, __ 6~0~Q0~.~99~---------­
{Pra,o1cd lor lcss llw• • lull monlh) 

Producing Well Rote S'-.,6"'00,.00=--------

(l) Appliculion oro .. i:rbe.id - Fixed Ralc Basis shall be as follows: 

(o) Drillin; Well Rate 

(H C'hnrg,:s Car dn11ini: m:lls ,•on bq:in on the d,10 the well is spudded ond tonninato on lhc dote the dn1ttnc 

riy, completion rig, or other units used i11 CCllnpla.ian or the. well is Rlcascd. whicl1c\'er is Inter~ e~ccpL lhat no 
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chor,c shall be made during n~si,011 ar drfllin; or completion opcrnUons for fifteen [15) or more 
conscculi\lC' calcncbr days. 

(2) Charges for well! undeJt;oing nny type or ,vorkovcr or momplctlon for a period of fh-e (5) C~lllivi: wcnk days 

or mare shnJI be made nt 1he drilling '1.,:1) ralo. Such charges shall be applied for t11c period from dale 

workovcr operations. with rig, l)r' other unit., used in worka,-c:r, commence ,hrou,gh date or rig or other ur,i1 

~ICilSC. cxcepl tll:tt no ch::ar;e sholll be mode during suspension of oper,uions ror fiftcca ( I SJ or more 

consecutive calend1r doys. 

(bl rroducio; Well Role, 

(l} An acaive well tither produced or in~cted inlo for Any ponion or lhe monlh shall be considcn:d as a onc:-wcll 

c:haq:c for the atlift moath. 

(2) ED.ch ac:1i~ camplelicn in a muld-complcted well In. ,vltich production is not commingled dcm•n lotc shall 

be ~nsidcrcd os a one-well eharsc prnvtding each tomplc:tion is CIQflsidercd a a:p.1ra11: wen by Ille 

1,a11crnfng rc;ulatory aurhority. 

{3) An hraclivc gas •'CII sh11.1 in hci;ausc of overproduction or f.ulun: or purchaer to lak,e tlie produc1ioD shitll 

be considered as, on~wen chilrg,e providing tho ps wi:11 is.directly connccrcd to a pcrm:ancnr sa.lc.s outJ(!t. 

(4) A onc,.wcll charge shaU be ffiiJdo for the month in which plugging and abandonment apcr:i.Cions arc comp~cd on 

any \Vt!II. This onc-wdl cmlrgc .slmll be mildc whether or not the \VCll has produced except when drilling well 

lollCitppli~ 

(5) All other inac:1i-., wells (in•ludiOB bul 001 limilcd 10 inactive wells co\'crcd by unit allowublc. Jc"" 

ollowoble, lr.iosfcrrc~ allowable, clc.) ,hon not quolilj, for on ovcrhoad charse-

(l} The \Veil rates shall be =-djvstcd as cF (he ficsl day of April each year rollowins Ilic r:Frt:cli'YI:" dale- a( the acrccmcnt 10 \vhich 

1his Accouncmg Procedure lsauochcd by chc per<:enl inrn:o., ardc:crcose published b)' COPAS. 

B. Overl1cad • Pcn:en1:igc Basis 

CI) Oparator shall chorce the Joint l\ccou1u :i.t thc fntlo\vin:; rates: 

(u) O.vclopmcnc 

----------'Percent %} oflhc cosc ordc\•clopn~ru oflhc Jofnl Propcny exclusive of costs 

fl'D\oidcd under Pamgraplo 10 of So:cti<Jn II and all sol"'&< <ttdlcs. 

(b) Opcr.uins 

_________ Percent l___%}of1hc cost of oper.:1.1i11g ~\e Joint Property e..clllSiVC of costspra,1ided 

under Purugraphs 2 illl.d JD of Secaion 111 all satwgc credits. ihe Yaluc of inj~tc:d subSlanccs p'Urehascd for 

se<;ond.1ry rcc-ovcry and all tucs and Qssessmcnls ":hie». Dre Jcvii:t.J. assessed and paid upcm lln: mincr.1.I interest In 

.and 10 lhc Joint rropffly. 

(21 AppJio:,tio•orQvcrllcad • rcrcco11ac Bo,is>h•II 1,c., lollo,.., 

1:or 1he purpose or dc1cnnini"& d&.arges 011. a pcrcc:ntaw: basis under Porograph JB of U1is S«1it1n Ill, devclopmcn1 shall 

include all cosls in conocclion ,vith drillin_s. rcdriUing, dccpminy, or o.ny rcm.cdial operations on any or all \\.1:Us Jnvolvin.i: 

1hc use of drillint rii and crew cop4blc or drilling to Ille prodlld~ inlC!rv.:d o" lhll! J<iinl rn:ipcrty; a.J.so, preliminary 

cxpendilwos neccS&11)' in preparation for drilllag and ••pcndieun:s !neoned in nwndoning when lhc well i• not complcicd 
us a producer, ond original Cost of constNdioa or insr.nlln1iOJ1 or fixed assels, the c.,:}'litnSir>n or (hied P.SSC:ls and any olhcr 

projcc1 clearly discernible as a fixed asset, cxc~p1 Major C'onstructiOfl as dcl'iacd In Pamgraph l or 1l1is Scc1ion Ill, All 

clhar casts Mall be considi:red as opcr.a1in1:, 

0>0rhoad • Major Conmuoclon 

To cvmp;n$i1IC: Oper.ritor ror onrhcad costs ln,iunxl in 1J1c coll5ttw:doo nnd iiulDJJutJon or fixed assets. th~ expansion of filed assrts, and 

nny (lther project cleuly discc:mlble as u fixed assea Rquired n,, 1lu:. dcwlopmcn1 and operation or &he Joiot Propc:ny, Opcr.uor shaU 

either nc1odu1e a r.ue prior lo the bc1,,jnning or coPS1rue1i°"' or shall cba.rgc the: Joint Account for overhciKI based on the followiny: rates 

for any M.ajarConslNclion project in c1ccss ofS "'5 000.00 

A. _z.._ % offirll $100,000 oriot,l <o'1 iflm, plu, 

B. __ 3 __ % ofco:;tsin .. «,sof'SJ00.000 bul l<S<ChonSI ,000,000, plus 

C. __ 2 __ % of cas<s In excess orS 1,000,000. 
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Tot:al C:OSI shal1 rac1m the ~ss co51 or u:ny one projcca. r--or the putpor.: of this piU111:,rraph. Iha ce>mponen1 pne1s. of a singll! project Shull 

not be 1rentcd sepnrgteJy .i,nd lhe C051 of d riUinc and wockover wdls and ar1i fi'1;1l liR equipmcnl slr.:111 be c,11cludcd. 

C.urasrroptac-0 nrlead 

To compensate Opcr.11or for ov"hcad cosas incurm! in the event of expenditures rcsul1in1 from a single cet11m:ncc- due IQ ajJ spill, 

b\owow:, explosion., fi.l'Ci srcrn1, hurricane, or otlLc:r c111DS1ropbcs as agreed ID by the Ponies. \Vhicb arc neceS511)' 10 n=5tore the Joinl 

Propc:ny 10 1h~ equiwlent condilion lhn1 exislecl prior Lo the c-.·an, causing 1hc eApendilurca, Opmtor mrr citfu:r nqo<inle II r.uc 

prior to chnrtoing lhe loint Account ot shall ch.trgo I he Joint Accoun1 ror ovcrhea.d ba,:d on 1he following rales: 

A. ~ o/, of101al <0S1s lhrough SI00,000; plus 

13. __ i __ % of 10101 cosrs in excess ofSI00,000 bul !us than Sl,000,000; plus 

C. -3_ %ortololc05tslncxccssor$1,000.00-0. 

Expeodltu~s s.ubjcc1 10 the overhe3ds Dbo'Ye will no1 be ~d~ciJ by insurance R'covcrics. Md no other O\'Crh~d pro"isioni or lhis 

S.clion 111,holl opply. 

4. Amul\dmcat of Rates 

The ovahc;i;d rutcs provided for in lhis s«1ion Ut m.J)' be amended from time to 1imc only by mutual ai;:;n::cmcnl bcl\\"c:cn tltc Panics lum:.co 

ir. in pro cl ice,. ll:1c r.alcsarc fo1.1nd 10 be insutnelcnl or excessive. 

IV. PRICING OF JOl!'IT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator Is responsible for Joint Accouhl Material iLnd i!uall mike proper god 1imely cbri:;os nnd crod11s for atl Marcrin~ movements a.rrccting die 

Joint Property. Opr:ra.lor shall provide all Ma.l~i\1 ror IISC CCI lhc Joinl Propcny; however, al Opcralor'.s opaion, such Ma1cno1 wtay be supplied 

by 11lc Non-Opcr.,ror. Opcr,10, ,hall make limcly dispooition of idle and/or surplus Mo1<rial, such disposal being mode eitlrcr 1Jirooth ,olo 10 

Opera.tor or Non-Operator, division in klnd. or sale lo 011tziders. Opcrato, msy ptucho,c, but sho.11 be urufer no abligation to purch.:ist:, intereSI 

or Non-Opc:mco,s in surplus c~ndilion A or B Material. The dispoSJI or surplus Controllable Marorial nol purch3Std by the Operator Shall be .11grccd 

la by lhu Parties. 

I. Pur~lai.sts 

Material p1m:hasctf shall be chMged 111 1be price paid by Operator ancr d1:duc1ion or :rll dist011n1s received. Tn case. or M.11crfol found 

10 be defective or rctUtncd to vendor for a:ny olhl;r reasons,. ercdil shall be passc:d to the Joint Account wbcn adjuS1mcn1 bas been received 

by lho Opcraoor. 

:Z. Tnmsfcrs and Dlspo.!oltions 

Mmcrfal r11mish1:'d 10 the Joinl Proper1y and Miltcnal transfct'l'Cd r,om the Joitlt Property or disposed of by the Opcr.1101. unless 

olhcrwis: agrccd to by the Panics, shall Ile priced on the foUowing buiscxclushic or cash discoun1s; 

A. Nc,v MilLerfal (Condilion A) 

(11 T•bulOJ Goods Orhor than Line Pipe 

(o) Tabular goods, .siml 2 3/8 inches OD and lari;er, e,«:q>1 line pipo, shall be priced al l:aslcm n,il) poblis11Cd corlood 

bnc prices ctri=c:tive os of d;1te or movc:::mcnl plus 1runsporta1l011 COSI using lhc I0,000 pound carload weight basis 

to th~ r.Jilw.:ry re¢ei'1irig Poinl l'lt'.:lrcst the loinl Propcny for whicl, published r.iil n.tcs for 1ubular uaod.s exist If the 

80,000 pound rail qt~ i, not otTCJ<d, lhe 70,000 pound or 90,000 pound rail "''" lllllY be used. Fn:i~hl charges 

ror lubing \Viii be cul<ulotod f111m Lorain, Obio and r:asing from Youn~S10wn, Ohio. 

(b} F9r i;radca whidl .ire 1p:c:ia.l to one mill ,an)y. prices sh:111 be computed at the mill base or (ha.I mill plus cran.!lpon.;uion. 

co51 Iron, IJIOI n>lll to the mil,..y r«eivioy p,inl • ..,.st lite Joint Propony us provided above in l':lra;roph 2.A.(l)(o). 

For lran.sportation. cosc ffOffl poifMs other th.In Eastern mills, the 30,000 pound Oil Field Hmslors Asso:iatl<ln interstate 

tru<Jc rare .shaU be u,cd. 

(e) Special end f.,i,lo 1ubul>r Goods shall be priced al Ille IOWC11 p•bli>l1cd oot-of-.itock psia:, [g,b, Houslon, Ton~ 

plus lntnsponarion cost, 11sini;: Oil Fidd Ha.ule:rs As.,cx;iation in1ersta1e 30,000 pollltd rruck race. fo rhc roilway fCCCi\'ing 

poinl noocost the Joint Property. 

(d) Macaroni tubin~ (sizo lt'SS 11,an 2 3/S inch OD) shall be priced a1 1be low!!I publis\"1 ou1-or.11ock prie .. f.o.l>. 1h• 

su.pplii:r plus 1nnspona1ion cosrs, an.i; the. Oil Field Haulers Association in1ersme 1ruck talc per l\'Ci;t.1 or 

1ubing ITilllsfcrrcd. to lhc runway m:ieiYing. poin1 niearcst lhe Joint l'rupcrt)', 

-6-
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(2) Line Pipe 

(4) Linc pipe movcmenes (~cpl 5iff 24 i11Cli OD and IMJ.'tir with WQIIS ~ inch ,11nd owcr) J0,000 pounds or more 

WU be primf under provlsic.ms of 1ubulor L"Oods pricin11 in Paragraph A,(l)(a] 1$ provided abo'w'c. Fn:i1h1 charges 
shall be ~lculaled from Loraira. Ohio. 

(b) Liru: Pipe mov<tl\Cnls (CKccpl size 24 inch OD and larcer wilb w;,lls II inch and o..cr) Jes, 1looa J0.000 poonds 

slmll be prleed at E:a!krn mill ,published i;1doad base prices crr~1ivo u or dtitc or shipffl(:nr, plus tbc pc~ mosl 

roccriny nxommertdcd by COPAS. plU$ 1nmspom.tl0n CDSls based on tTci,1tu rnlCS as scL rorth. under prGvisions or 

1abulor JlOOds pricing i~ 1'1!rogQpll J\{l l(•J osprovidcd above. Froigh1 chori:es siloll be calcula1c~ fron1 Lol>in, Ohio. 

(c) Line pipe 24 inch OD and O'r"Cr and JA inch wnll a~d larger shall be priced r.o.b. the poin1 or manuf.icture nl C'Uncn1 

new published prices plus 1ranspona1ion c.osl lo 1hc r.aihvay receiving poinl nearesl the Joi111 Property. 

(d) Linc J"J>C. including fobnnted Jin• pip:, drive pipe and eonduil nol Hlled on pulilishod pncc lists shll be prictd al 

qtiolcd priec:, plu, rre-lght 1111 the lililwny receiving point nemsl the Joint Properly or a1 prices agreed to by lhc Parties. 

(3) Other Mnccrfal sh.all be priced at lhe cwrcnt rew price, in effect at d,ue or mO\'(!fflCAI, os 1iS1ed by a reliable supply store 

s,carcst lhc Joint Propcny, or paint or manurxr:ure., plus lrot1$pot111ion cosls, if applicable, 10 tbc railway m=civin, poinl 
nwc51. lhc Jolnl Propeny. 

{4} Unused new M:itcriul, cxecpl 1ubul11r goods, mo,,:d rrom 1hc Joint Propcny shull he- priced II lhc CllrRnl new pric,.; m clTcc1 

on dale or movtmcnl, as lisled by It rctfable supply Slorc nca.rcst lhc Joint Property, or point ('I( manura.cti.rc, plus 

tmn5Pol1i1lion 1;0S1St 1r applicable. IO chc r.3.ihvoy n:cciv:ing pohu ne.1~ 1hc Joinl Propcny. Unused new lubulurs will bC' 

priced as provided above in Por.i:;niph 2.A.(I) and (2). 

B. Good Used Malorial (Condicion Bl 

M1tcrial iBW\lnd aad aorvi~ble wndition and suiu1b!c far reuse wi1hou1 rccondllloning: 

(I) Maccrial moved 10 Ulc Join! Poop:ny 

Al ~\JCnty-five percent (lS%) or CIJtrCl1t r1ew ~rice. as determined by Pa.racraph /\. 

(2) Matcri.:i.l used on and moved from lhc Joinl Propc~y 

(o) A, seventy-five pc:rccnl (75%) or currenI DO\Y pria:c, as dcrcnnlntd by PmL'TDPh A. if Malcriul w.1s ori&;inally 

cl\Qrged 10 1he Joint Account as nc~v M.iterial or 

(b) Al sixcy-iivc pm::enl (6S,•) of turmn new price, IS dctannincd by Pamgn:ip11 A, Ir M:i;t~ri.-1 wn, originally thp.~ed 

lo lhe Joial Account as used M.11.cri:al 

(ll M,lcriol nol w,:d on ,nd m1J\-.d from the Joinl Fropcny 

Al scvcnty ... fivc percent (75%) of current new price: as<lt1ermiR~d by P:ar:igr:1ph A. 

The i;l)Jl orruonditioning. if any, sh:ill be 11bsor'bod lay lhc lrunsfcnini; property, 

C OJhcr U5"d Molcriol 

(I) Condi1ion C' 

M,1,rial u·hi(h is not in sound and s:rvia:oble condilion ,nd not suilablc for ils ori;inal function undl aRer 

n:condltionlnJ shall be ptiwl •• r,ny pe1m1t (50%) or currcnl new priec 11S dctcan,ncd by Pmsr.,ph A. The cDSI 
of n:.c:ondilioning sh:.111 be: f;~Cf 1-Q the re«iVina prop:rty, provided Conditioo C wluc pl1Js c:osi or rtcondhionlng 

dof:S not ex.~ ('ondiliD11 0 ,11luc. 

(2) Condilion D 

M"'eriol, DX<ludin& junk, no lonb~r suilablc for irs orillinal purpose, bul usob!< for""""' ~lh<r purpOJC S1"!11 be pri<cd 
on o basis commcn.sur.itc with its u:. Operator may dispose or ('ondition D Material and~r proQ:d\lres normally 

used by Operator without prior u.pprowl of'No11-0pcr:uors. 

(a} Casias, tubing, or drill pt~ u.rd as line p\pc slm11 be priced ns Grade A and B s=mlcs.s Jina pipe of comparable 

sizoand weight. Us:d ca:sin;. lubin; or drill pipeucili1.ad ostincpipe shall be priced ai ""'d linopipcpricc:s. 

(bl Casing, lubing or drill pipe u,cd •• higher p=uce ~rviec lines 1han 51:uulard tine pipe, e.g. power oil lines, sholl 

be priced under normal prioin; procoduo:s for casing. cubinc, ar drill pipe. Upset 1ubulor snods slooll Ix: priced 

on a non upsel basis. 

-7-
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33 
34 

35 
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37 

38 

39 

40 

3. 

4. 

(l) Condition E 

Junk sll,U be pric;cd at prgvamn, prices. Opcmror l'MY disposr: of Condition I! Materfol under pn:i«dl.1rcs nonnully 
urilized by Opcr.rlor IVitllOI.R prioraJ)prowi o(Nu .. -Open,lors. 

D. Obsolete Material 

Ma.tab! whlcll is serviceable and USlblc for Its oriKinal fiutclion bul conditloa and/or wluc of such MntcNJ Is not 

eqaivolcnt IO lhal whioh would just11i' a price as pro.tdcd above may be 5pccially priced os •J:J"cd 10 by U,c Parties. Sucll 
price sh011ld IC.$lllf in tlu: JoinL A~touru bcinl:,charged with lh~ nlue orlho servicu rendi:rcd bf S1Jch. Motcrint 

E. Pricing Conditions 

(1) Loading or unlO;Jding costs m:1y be ,c:h:irs.cd co the Jaine Accouat al the n.te of tn:cnty-fiv.: ecrus (25~) per h11ndrcd 

wcit;hl an nll tUO\IJor goods sncY1:nt1mts, in lieu of acum1 10ilding or un[OD.ding eost.s ~.mfncd ut Ille stocking pruru. 

The obovt 1>le •hall be adjusted •• or lhc lir11 d:>y or llpril coch ym ronowin; J:anm,y I, l98S l>y 1hc ,omc 
pcrccnt•gc lncte3st or dccrcaso 1IScd lo adju,i avcrhc:>d nlcs in Scctio,, ii~ rorai,'111ph I .A.(3). Each yc,1r. the 

nlc e11i<•lolcd shall be rounded to the ncmosr cen1 and shall be the rate In eflecl imlil lhe first day or April noxl year. 

Su<h one :sir.ill be publi,IK:d =h ycor by lhe Cou IICij of Petroleum I\C<auntonlS Sacie1ics. 

(1) Malcrin1 invohi•i: erection cosl.s sboU be charged 111 appHcablc pcn:ent.ige of lhe i;un,:nt l:nockcd-down pme of 
nc\V Malcri~I. 

rremlam Prkcs 

Whcncwer Malerfal is no1 rc:idily obl:iinablc :111 published or listed pritcS because or national cmc~icacics. !trikes or olhcr unusual 

cauxs over which &he Opcmfor has no co111JOI, Che Operntot moy chilrB,C lhe Joint Ac:counl ror the ~quired Malerfal nl 11le Opcra(oJ's 

ac1u;al cct.1 im::uned in providing such Ma1cria~ in IN~ill!I il s11it::1btc for V$C1 :and in moYing ir IO the Joln1 Pl'Opcny. provided 

no1ice in wrllin: is furnished 10 Non .. Opemrors of lht: prop0sed cfrargc prior lo bnlinc Nan-Oper.11ors ror such Ma1cri:il. Each 

Non-Opcnuor nan Ji.ave the right, by .so elecling and ootifying Opurator wilhin 1en d~)'S after rccci\'ina: Mllcc r,oin Opcn.1or, co ruml5h 
in kind ull orp:ut ofhisshan: arsueh M:ucri.11 sui111bk ror use attd :icceplablc 10 Opcr.ator. 

Warnoly or 111oterlol Furnlshod By Oper.11or 

Oper.1\or docs "°' w:arr.mc 1ho Malcrfal furnished. In ca,e of dclcctivt: Malerinl, cn:dit thnll qQ\ b1: pa~ to the Join1 Accauru 

unbl a:tdjushocfl.l hllS been rccclm.1 by Opera1or rrom rhe manufuc&urct:ior 1hcir ilgenls. 

V. INVENTORIES 

41 The Opcrruorsholl mof111ntn dc1ailo:t n:cordsofC'ontrollab1o: M:11<:1fal. 

42 

43 

44 

45 

46 

47 

,ie 

49 

so 
SI 

Sl 
SJ 

Sol 
ss 

I. 

2. 

S6 J. 
S7 

sa 
S9 

60 

61 

62 

6l 
6,J 

65 
6,6 

67 

6S 

69 
70 

4. 

l"criodic Javcntorfes, Nolicc and Represent.Hon 

Af ~Mblc in1crvaJ5i invenlorics: shall be 1aken by Oper.11or or the loiDl A«:ount Conrrollablc Motcrial. Wriuen nolici: or inl.cn1ion 10 

lake invcnlory sJiaU be eivcn by Opcmtot al letiSl thirty (30) days before ;my Inventory is la begin so ll>al No1rOpr:ra1ors may be 

rcpres,med when aay inwnrory Is taken.. Failure of Non-Or,ctri1ots 10 be reprnentcd ut an im~nlvry lihilll bind Mon-Opcmuors 10 netepl 

11M: iave.ntory taken by Openicor. 

Reconc:lliaclon and. Adjustment orlnvcntorit:t 

Adju\tmen1.s 10 1111: Join1 Accouftl rcs11hing: rrom Iha mconciliatian ot n ph)'.sict1.I inventory shalJ be modt: within sh: 11onlhs rollowing 
the 1a.tfn,g: or lbc Javc:ntory. Inventory odjsslmcnts shilll be made by Operalor lO the Joint Account for o,•er.11,tCS l1tld st'lo~g,es, b11I, 

O~lor shill! be held acc:ounu1ble only ror$hon:a1,,-esdue to lxk orn::a.Jona.blcdifigcncc 

Spoclal IAvontorlcs 

Spc:c~I i1wcnlol'U:s may be. l11kcn \Vhencvcr 1bm: Is any sale. chilDGc or in1cn1st, or chang,c of Op:rutor in du: Joinl Property. II shnll t,c 

lhc duly or 1he party scUin; la notify all uther Particv ll:i" quii:kly ms possible aflcr lhe 1ronsR:r of intercsa uikcs place, In such t:1SCj, bolh 

llte seller and lhc pui,;:ha9.r shall be i,.o,,:mic:d by .such lnvcnlory. In ca.s:s Javolvini a chiln,GC or Opemlor, all Panics ,ltal1 be cov.crncd 

by such inve:ntoJY. 

Expcnlie ol' CondDC.1illg lm-enlorics 

A. The c,q,en .. ofe<>nduclingporiooic inV<Dlorie, •hall nol be charged lo 1hcJoin1 llccouni unlcss•l!""'d lo by the Panics. 

8. Tiu: expense of ,;oni;lu,;:tin; SJ>"lll favc:ntorics shall b: charged to 1M' Parties n:quesllng such invcnlories,, c~ccpl invu1uri'es 

rcquir;d due IO change or Operator sh11U be clw;cd Co the Joint Account. 

• 8 -
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EXHIBIT "0" 

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

Corporation, et al, as Non-Operators. 

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

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

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

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

It is provided that in the event Operator should elect to carry weir 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 po!rcy, the 
Operator shall advise said co-owner of its anticipated share of the premium for 
same. Co-owner shall then advise Operator whether or not it elects to be named 
as an insured under the policy, and co-owner shall be responsible for its 
proportionate share of the policy premium. 

C 002207 
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C 
EXHIBIT"E" 

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

Corporation, et al, as Non-Operators. 

GAS BALANCING AGREEMENT 

The parties to the Operating Agreement to which this agreement is attached own the working 
interest in the ~as rights underlying the lands covered by such agreement (the ·contract Area') In 
accordance With the percentages of participation as set forth in Exhibit "A" to the Operating Agreement 
(the "participation percentage"). 

In accordance with the terms of the Operating Agreement, each party thereto has the right to take 
its share of gas produced from the Contract Area and market the same. ln the event any or 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 !heir share of gas produced from the Contract Area 
to a purchaser which does not at any time while this agreement is in effect take the full share of gas 
attributable to the interest of such parties, this agreement shall automatically become effective upon the 
terms hereinafter set forth. 

1. During the period or periods when any parties hereto collectively owning participation 
percentages of less than 60% have no market for their share of gas produced from any proration unit 
within the Contract Area, or their purchaser does not take its full share of gas producing from such 
proration unit other parties coUectively owning participation percentages of more than 60% shall be 
entitled to produce each month 100% of the lesser of (a) allowable gas production assigned to such 
proration unit by applicable state regulatory authority or (b) the delivery capacity of gas from such 
proration unit; provided, however, no party who does not have gas in place shall be entitled to take or 
deliver to a purchaser gas production In excess of 200% of the lesser of (c) its share of the volumes of 
gas capable of being delivered on a daily basis or (d) its share of allowable gas production. All parties 
hereto shall share In and own the liquid hydrocarbons recovered from such gas by lease equipment in 
accordance with their respective Interests and subject to the Operating Agreement to which this 
agreement is attached, but the party or parties taking such gas shall own all of the gas delivered to its or 
their purchaser. 

2. On a cumulative basis, each party not taking or marketing its full share of the gas 
produced shall be credited with gas In place equal to its full share of the gas produced under this 
Agreement, less its share of gas used in lease operations. vented or lost, and less that portion such party 
took or delivered to its purchaser. The Operator will maintain a current account of the gas balance 
between the parties and wlil furnish all parties hereto monthly statements showing the total quantity of 
gas produced, the amount used in lease operations, vented or lost, the total quantity of liquid 
hydrocarbons recovered therefrom, and the monthly and cumulative over and under account of each 
party. 

3-. Each Party producing, taking or delivering gas to Its purchaser shall pay severance laxes, 
excise laxes, 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 OperaUng Agreement), and 
nothing in this Gas Balancing Agreement shall be construed as affecting such obligations. Each Party 
hereto agrees to indemnify and hold harmless the other Parties hereto against all daims, losses or 
liabilities arising out of Its failure to fulh11 such obligations. 

4. After notice to the Operator, any party at any time may begin taking or delivering to its 
purchaser ils full share of the gas produced from a proration unit under whlch it has gas In place less 
such party's share of gas used in operatiom;, vented or lost. In addition to such share, each party, 
Including the Operator, until it has recovered Its gas In place and balanced the gas account as to its 
Interest, shall be entitled to take or deliver to its purchaser a share of gas determined by multiplylng 50% 
of the interest in the current gas production of lhe party or parties without gas in place by a fraction, the 
numerator of which Is the interest in the proration unit of such party with gas in place and the denominator 
of which Is the total percentage Interest in such proration unit of all parties with gas In place currently 
taking or delivering to a purchaser. 

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

6. If a proration unit ceases to produce gas and/or liquid hydrocarbons in paying quantities 
before the gas account is balanced, settlement will be made between the underproduced and 
overproduced parties. In making such settlement, the underproduced party or parties will be paid a sum 
of money by the overproduced party or parties attributable to the overproduction which said overproduced 
party received, less applicable taxes theretofore paid, at the applicable price defined below for the 
def111ery 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 egencles, 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 
govemmenlal authorities, the price basis shall be the rate collected, from lime to time, which is not 
subject lo possible refund, as provided by lhe Federal Energy Regulatory Commission or any other 
governmental authority, pul'$uanl to final order or settlement applicable to the gas sold from such well, 
plus any additional collected amount which is not urtimateiy required to be refunded by such authority, 
such additional collected amount to be accounted for at such time as final determination is made with 
respect hereto. 

7. Notwithstanding the provisions of 1J6, it is expressly agreed that any underproduced party 
shall have the optional right, with respect to each proration unit, to receive a cash settlement bringing 
such underproduoed party's gas account into balance at any Ume and from time to time prior to the final 
settlement, by first giving each overproduced party 90 days' written notice of demand for cash settlement. 
If such option is so exercised, settlement shall be made (as of 7:00 o'clock A.M. on the first day of the 
calendar month following the date of such written demands) within 90 days following the actual receipt of 
such written demands by the overproduced parties, in the same manner provided for in 1(6. The option 
provided for In this paragraph may be exercised, from time to time, but only one time in each calendar 
year. 

8. Nothing herein shall change or affect each party's obligation to pay its proportionate 
share of all costs and liabilities incurred, as it share thereof Is set forth in the Operating Agreement. 

9. This agreement shall constitute a separate agreement as to each proration unit approved 
by the applicable regulatory authority for a pool within the Contract Area, but such proration Lmit shall not 
include any producing horizon which Is not within the vertical limits of said pool. This agreement shall 
remain in force and effect so long as the Operating Agreement to which it is attached remains in effect, 
and shall inure to the benefit ct and be binding upon the parties hereto, their heirs, successors, legal 
representatives and assigns. 
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EXHIBIT"F" 

EQUAL EMPLOYMENT OPPORTUNITY PROVISION 

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

Corporation, ef at as Non-Operators. 

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

1} The Operator will not disa-iminale against any employee or applicant for employment because of 
race, color, religion, sex or national origin. The Operator will take affirmative action to ensure that 
applicants are employed, and that employees are treated during employment without regard to 
their race, color, religion, sex or national origin. Such action shall include, but not be limited to 
the followlng: Employment. upgrading, demotion, or transfer, recruitment or recruitment 
advertising; layoff or termination; rates of pay or other forms of compensation; and selection far 
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 natlonal origin. 

3) The Operator will send to each labor union or representative of workers with which Operator has 
a collective bargaining agreement or other contract or understanding, a notice to be provided, 
advising the said labor union or works' representatives of the Operator's commitments under 
Section 202 of Executive Order 11246 of September 24, 1965, and shall post copies of the notice 
in conspicuous places available to employees and applicants for employment. 

4) 

5} 

6) 

The Operator will 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. 

The Operator will furnish all information and reports required by Executive Order 11246 of 
September 24, 1965, and by the rules, regulalions, and orders of the Seaetary of Labor, or 
pursuant thereto, and will pemilt 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. 

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

7) The Operator will Include the provisions of paragraphs (1) through (7) In every subcontract or 
purchase order unless exempted by rules, regulations, or orders of the Secretary of Labor issued 
pursuant to Section 204 of Executive Order 11246 of September 24, 1965, so that such 
provisions will be binding upon each subcontractor or vendor. The Operator will fake such action 
with respect lo any subcontract or purchase order as the adminis!ering agency may direct as a 
means of enforcing such provisions Including sancUons for non-compliance; provided, however, 
that in the event the Operator becomes involved in, or is threatened with, litigation with a 
subcontractor or vendor as a reS1Jll 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 
Slates. 

Operator acknowledges that Operator may be required to file Standard Form 100 (EE0-1) promulgated 
jointly by the Office of Federal Contract CompHance, the Equal Employment Opportunity Commission and 
Plans for Progress with the appropriate agency within 30 days of the date of contract award If such report 
has not been filed for the current year and otherwise comply with or file such other compliance reports as 
may be required under Executive Order 11246, as amended and Rules and Regulations adopted 
thereunder. 

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

By entering into this contract, the Operator certifies that Operator does not and will not maintain or 
provide for Operator's employees any segregated facilities at any of Operator's establishments, and that 
Operator does not and will not permit Operator's employees to perform their services at any location, 
under Operator's control, where segregated facilities are maintained. The Operator agrees that a breach 
of this certification Is a violation of the Equal Opportunity clause in this contract. As used in this 
certification is a violation of the Equal Opportunity clause in this contract. As used in this certification, the 
term •segregated facilities" means, but is not limited to, any waiting rooms, work areas, rest rooms and 
wash rooms, restaurants and other eating areas, lime clocks, locker rooms and other storage or dressing 
areas, parking lots, drinking fountains, recreation or entertainment areas. transportation, and housing 
facilities provided for employees which are segregated by explicit directive or are in fact segregated on 
the basis of race, col-0r, religion, or national origin, because of habit, local custom or otherwise. Operator 
further agrees that (except where Operator has obtained identical certifications from proposed contractors 
and subcontractors for specific lime periods) Operator will obtain Identical certifications from proposed 
contractors and subcontractors prior to the award of contracts or subcontracts exceeding $10,000.00 
which Is not exempt from the provisions of the Equal Opportunity clause. The certification may be 
submitted either for each contract and subcontract or for all contracts and subcontracts during a period 
(i.e., quarterly, semiannually, or annually). 
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