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A.A.P L. FORM 610 MtrDEL FORM OPER/TING AGREEMENT''-'! 982

OPERATING AGREEMENT

THIS AGREEMENT entered Into by and between Marfaob fa—i Cornofatkm

—__ ■ htremafler designated and
rcfond to as “Operator" and the signatory patty or panics other than Operator sometimes hereinafter referred to individually hcrem 

as Nan-Operatoi'’ and collectively as "Non-Operatorf

WITNESSETH

WHEREAS the parties to tins agreement ere owners of oil and gas least and'or od and gas interests m the bud identified in 

Exhibit A and the parties hereto have reached an agreement to explore and develop these leases amVer oil and gat interests (hr the 

production of oil and gas to the extent and as heremafler provided.

13

14 NOW THEREFORE, it is agreed as fidlowa:

15

16 ARTICLE L

17 DEFINITIONS 
IS

19 As used tn this agreement, the following morels end terms mail have the meanings her\ ascribed to them:

20 A. The term oil and gas" shall mean oil, gas, canaghtad gas, gas condensate, and nR other liquid or gaseous hydrocarbons

21 end other marketable substances predneed therewith, unless an intent to limit (he mdtsiveness of this term Is specifically staled.

22 B. The terms oil end gas lease” leasef end leasehold" shall meat* the od ad gas liases oovenng heels or land

23 lying wtflrin the Comracl Area which arc owned by the ponies to tins agreement.

24 C. The tenn oil end gas Interests" shall mean unlesscd fee and mineral hxeests tn tracts of land lying within the

25 Ccnlram Area which are owned by parlies to this agreement.

26 D The tarn “Contract Aren shafl mean all of the hods, oil and gas leasehold mtmest and od and gas interests intended to be

27 developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas 1 asehcM iatacsts and oil end go interests

28 ore described in Exhibit A

29 E. The tom drilling unit shall mean (he area fixed Ibr the drilling of one vrel by order or rule of any «*»*« or

30 federal body ha ing authority if a drilling unit is not fixed by any such rule or order a drilling uut shall be the drilling unit as essblish-

31 ed by the pattern of dnlJmg m IhsCoraract Area or os fixed by express agreement of rile Dnlbog Parts'S.
32 F The term dnlistc” shall mean (he oil end gas lease or interest on which a proposed weQts to be located.

33 G The term "DriUmg Party and Consenting Fatty" stall mean a party who agrees to pur. in and pay Us share of Ihe coo of

34 any opetntton conducted under the provisions of this agreement.

33 H The terms “Noo-Drill ing Purty" and Noa-Ccneentlng Party shall mean a party who dents not to participate 

36 in a proposed operation.

37

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

39 singular and the neuter gender includes the masculine and the feminine

40

41 ARTICLE IL
42 EXHIBITS

43
44 The following odn bus. ax indicated below and attached hereto, are Incorporated m and made a part hereof 

43 El A Exhibit A shall include the following information:

46 (I) Identification of lauds subject to thlaagrrnnrra

47 (") Restrictions, if any os to depths, formations or substances,

45 (31 Percentages or fractional Interests of parties to this agreement

49 (4) Oil and gas leases ondtor oil and gas Interests subject to this agreement,

50 (3) Addresses of pottles Sir notice purposes.

51 □ B Exhihil “B Form of Lease.

52 B C Exhibit “C Accounting Procedure.

53 B D Exhibt D" Insurance

54 B E. Exhibit E" Gas Balancing Agreement

55 B F Exhibit “F" Non-Discrimfnarinn end Certification of Non-Scjyegxted Facilities

56 □ G Exhibit 'G Tax Partnership

57 If any provision of any exhibit, except Exhibits E" and “O” is mctmsiacai with any provision contained in the body

58 of this agreement, (he pmvtsmns In the body of this egreemem shall prevail

59

60 

61 

62

63

64

65

66 
67
68

69
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ARTICLE 111. 

INTERESTS OF PARTIES

A. OS and Cox Interettr

If any party owns an o3 and gas INeras in die Contract Area, Uni interest shall be treued fir all purposes of this agreement 

and during (he term hereof as if it were covered by the firm of oil and gas lease attached hereto os Exhibit “B" and the owner (hereof 

shaU be deemed to own bofb the royalty btcren reserved in sneh lease and du interest of (be lessee thereunder

B. Interests of Parties In Costs and Production:

Unless changed by other provisions; all costs and Bahthlies incurred m operations trader dus agreement shall be home and

13 paid, and all equipment and matcnals acquired in operauoas on die Contract Area shall be owned, fay the parties as dteh interests ere set

14 forth a Exhibit A In the ssmo manner the parlies shall also own all producing! of oil and gas fioa the Contract Area subject in the

15 payment of royalties to die extent of1/6 which shall be hesne as heremafler set Birth.

16

17 Regardless of which party has contributed the leasefs) and/or oil and gas interests) hereto on Which royalty is due and

18 payable, each party entitled to receive a share of production of oil and gas &om the Contract Area shall bear and shad pay or deli cr or

19 cause to be paid or delivered, to the extent of its interest m such production the royalty amount stipulated heremebovc and rtmll hold (he 

24 ether parties thee from any liability therefor No party shall ever be responsible, however on a price basis higher dam the price received

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

22 receive settlement an a higher price basis, the patty contributing the affected lease shall bear (ho additional royalty tundra attributable to

23 such higher pnee.

24

23 Nothing contained in this Article 111 B shall be domed an assignment or eross-assrgnmcnl of interests covered hereby 

26

27 C Excess Royalties, Overriding Royalties and Other Payments

28

29 Unless changed by other provisions, if the mtesesl of any party m any lease covered hereby is subject to nay royalty

30 overriding royalty production payment or other burden on production m excess of the amount stipulated m Article IILB such party so

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

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

33

34 D Subsequently Created Interests:

33

36 If any party should hereafter create an overriding royalty production payment or other burden payable out of production

37 attributable to its working interest hereunder or tT such a burden existed prior to this agreement and is am set forth in Exhibit A or

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

39 accepted obligation of all parties (any such interest bong heremafler referred to as subsequently created fnteresf brespeetive of the

40 limxlg of its creation and the party out of whose working ndcrest die subsequently crested mteresl is denved bang heremafler referred

41 tons burdened party”), and:

42

43 I

44 

43

46

47

48

49 2

30

31

32

33

34 

33

36

37
38 Title examination shall be made on the dnllsrle of any proposed wefl pnor to commmcrxnent of drifting operations or if

59 the Dnihng Parties so request tale examination shall be made on the leases and/or oil and gas Interests inoloded, or planned to be melud-

60 ed, in the drilEng unit mound such well The opinion will include the ownership of (ho working interest, nmraals, royally overriding

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

gas interests to the drilbile, or to be included m such drilling unit, shall Aimish to Operator all abstracts (inctotfing federal tense status 

reports). Idle opinions, tMlo papers and amative material in its possession flee of charge AD such mfennelnm not at the possession of or 

rade available to Operator by the parties, but necessary for the cxnmjnttlton of the title, shall be attained by Operator Operator shaft 

cause title to be ■warnmed by attorneys on its staff or by outside aBomeye Copies of aft Idle opmions shall bo fiamshed to each party 

hereto. The con Incurred by Operator m this tdlo program shaft be borne as ibBowc

If the burdened party is required under this agreement ta assign cr fclteqnak to any other party cr parties, nil or a portion 

of Us working Interest and/or the production attributable thereto said other pasty or parties, shafl receive said assignment and/or 

production free and dear of said subsequently crested interest and the burdened petty shall indemnify and save said other party 

or parties, harmless from soy end all claims and demands for payment asserted by owners of the subsequently created interest;

2 If the burdened party foils to pay when duo. us share of expenses chargeable hereunder all provisions of Article VIIJ3 shall be

enforceable against the subsequently created interest I the same manner as they are enforceable against the working mterest of 

the burdened party

ARTICLE IV 

TITLES

Title Examination:

□ Ocsmui No. I. Costs incurred by Operator m pocunng abstracts and title exanunotion (hschnhng preEmnsuy suppletnrataL 

shut-in gas royalty opinions and division ordra tide opinions) shah be e pert of Ihe adkniirisnsive overhead as provided us fethibh "C 

and shaft not be a tfreet drarge. whether perfamed by Operant's staff attorneys or by omslde attorneys.

2

4-



ARTICLE IV 
condoned

1 ® OtXum No. 2. Costs incurred by Operate* m pocutng abstracts and fees pmd outdde attorneys lor tide

2 (inctodnig prchramay supplemental, stort-m gas royalty opinions and <fivison order idle opmrons) stall be bone by (be Drilling Parties

3 in the popartxoa (bat (he imeresl of each Dnllutg Ruty bean to theiotal ndcresl ofaO Drilling Parties as snrii imeress appear in Ex

4 hibtt A Operator shall make no charge for services rendered by its staff attorneys or other posoimd m fee perfsmsnce of the above

5 fractions.

6

7 Each party shall bo responsfole fbr scarring curative matter and pooling amendmats or agreements required m amaecum 
S with leases or oil and gas interests contributed by such parly Operator shall be responsible fbr the preparation and recatimg of pooling 

9 designations or deebratioos as wed OS the conduct of hearings before governmental agencies for the securing of spacing or poofangordas.

10 This shall not prevent aiqr party from appcwing on its own bdalfa any such heawng.

11

No well shall be drilled on the Contract Area until after (1) the title to the tbiUstc or drilling unit has been eutaimncd as above

13 pro ided, and (2) the title has been approved by the omimrang attorney or title has been accepted by all of the parties who an to par-

14 ticipate in the drilling of the wdL

15

16 B. Loss of Title;

17

16 1 feilrr? flf T1***! Should any oil and gas Interest or lease, or interest thorn be test through fiiBure of title, which loss results in a

19 reduction of interest ftom that shown on Exhibit A the party eontribuung the affected lease or mietcsl sfaaD have ninety (90) days

20 from fetal detcntmatiaa of tale failure to acquire a new lease or other nstniareat cuneg the entirety of the title frilare, which acqui&

21 tion will ool be subject to Article VIIIB. and tailing to do so, das agreement, nevertheless, dud **wmm*» q face as to all remamag oil

22 and gas leases and interests end,

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

24 entitled to recover from Operator or the other parties any development or operating ^ which it may have theretofore paid or uicuncd.

25 but there droll be no additional habtbty on its part to the other parties hereto by reason of snob bile fhfturec

26 (b) Thou sball be no retroactive ac$ustraent of expenses moored or revenues received from the operation of the interest which has

27 been tost, but (he Interests of die parties shall be revised on an acreage !■?«, os of die tnae it Is (tim imhird finely that fade Gahse bos oo

28 curred, so that the interest of (he party whose lease or interest is affected by the tulo fature will thereafter be reduced m the Contract

29 Area by the amount of the interest lost

30 (c) If the proportionate basest of the other parties hereto u any producing well theretofore (frilled on the Contract Area is

31 increased by reason of the bile failure, the party whose title has felled shall receive the proceeds attributable to fee increase m such m

32 terese (less costs and burdens attributable thereto) until it has been reimbursed fbr unrecovcred costs paid by n in connection with such

33 well

34 (d) Should any person not • party to this ay cement, who is detomined to be fee owner of any ratered n fee title triad; has

35 failed, pay m any manner any port of (he cost of operation, development, or equipment, such amount shall be paid to the parly or pomes

36 who bore the costs which are so refolded,

37 («) Any lability to account to a fend party lor prior production of oil and gas which arises by reason of title ftOure shall be

38 borne by tin party or parties whose title felled tn fee same proportions hi which they shared m such prior production, and,

39 (0 No charge shaft be made to (be joint account for lepl expenses, fees or salaries, tn connection wife the defense of the uttocst

40 claimed by any party hereto, A being fee udemioo of fee parties hereto that each shall defend (die to its uttered and bear ell expenses m

41 connection feeewtlb.

42

43 2 fr* Mon Payment or Erroneous Payment of Amount Due; If through mistake or oversight, any rents) shut-in wdl

44 payment, ranimnm royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein lenntnaies,

45 there shall be no monetaiy liability against fee party who feited to make such payment Unlen the party who felled to make fee required

46 payment secures a new lease coming the same interest within ninety (90) days ftom the discovery of the failure to make proper payment.

47 which acquisition will not be sutgect to Article VIIIB fee interests of the parties dal) be revised on on acreage basis, effective as of the

48 Ha(e of tcmunatMm of fee lease tnvol ed, end the party who failed to make proper payment will m> longer be credited wife on interest m

49 fee Contract Area oo account of ownenhip of (he lease or interest which has temtinstod. In the event the party who failed to make the

50 required payment not have been felly reimbursed, at fee time of fee loss, from fee proceeds of fee sale of oil and gas attributable to

51 fee lost fettered, calculated oa an acreage basis, far fee development and operating costs theretofore pud on account of each merest, a

52 shaft be remifattned fbr unrecovcred actual costs (heretofore paid by it (but not for its share of fee cod of any diy hole previously drilled

53 crwdlsprcvioosty abandoned) from so much of (be following as is necessary to effect reimbursement,

54 (a) Proceeds of oil and gas, less operating expenses, theretofore accrued to (be credit of the lost interest, on an acreage baas,

55 up to foe amount of uareeovcred costs;

(b) Proceeds. less operating »«r—*—«■ thereafter accrued attributable to (he lost interest on an acreage basts, of feat portion of 

oil and gas thereafter produced and nwifrrted (excluding production from any wells thereafter drifted) which, m fee absence of such lease 

termination, would be attributable to (he test interest on an acreage basis, up to the amount of anrecovced costs, the proceeds of said 

portion of fee ml and gas to be contributed by the other parties in proportion to dmr respective uttered* and,

(e) Any monies, op to fee amount of unrecovcred costs, that may be paid by any party who is. or becomes, fee owner of the uttered 

lost, fbr the privilege of partiopmlngmthe Contract Area or becommgapony to this agreement

3 Other Losses: All losses incurred, other than those set forth m Articles IV3 I and IV B^ above, shall be joan losses 

and shall be borne by all pntres in proportion to them interests. There shall be no rantyustmem of interests ui die remaining portion of 

the Contract Area.

A. A P L FORM 610 MODEL FORM OPERATING AGREEMENT”^ 982
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ARTICLE V 

OPERATOR

A. Desigaartoii and Responsibilities of Operator

Mwtoob Energy Corporation .stall bo (he

Operator of the Contract Ana. and dull conduct and tfina and have fid) control of all operations ou the Contract Area ns permitted and 

rctpnrcd by and within the lands of this agreement. It dull conduct all andi operations in a good and workmanlike maimer but d shall 

hare no liability aa Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross 

■0 negligence or wdtfril misconduct.

11

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

13

14

15

I Resignation or Removal of Operator Operator may resign at any time by giviag written notice thereof to Nan-Operators 

If Operator terminates Os legal calstenoe. no longer owns an Interest hereunder in the Contract Area, or is no ioager capable ofservztgas 

16 Operator Operator dull be deemed to have resigned without any action by Nan-Opcratore, accept the selection of n successor Operator 

13 may bo removed if it Imb or refuses to carry out Its duties hereunder or becomes inset vent, bankrupt or is placed in receivership, by the

18 affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership OS shown on Exhibit A remaining

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

20 Erst day of the calendar month folloaring the capitation of ninety (90) days alter the giviag of notice of resignation by Operator or action

21 by the Non-Operators to remove Opoator unless a successor Operator has been selected and assumes the dunes of Operator at an earlier

22 date: Operator after effective date of resignation or removal shsu be bound *~y the terms hereof as a NonOptratsr A change of a ccr-

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

24 be the basis for removal of Operator 

23

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

27 the patties. The rm»n» Operator shaft he selected from the parties owning an interest in the Contract Area of the time such snermor

28 Operator s sdccted The successor Opoator dull be selected by the aflinnilivo vote of two (2) or more potties owning o motomy nterest

29 based on ownership as shown on Exhibit A**- provided, however if an Operator which has been removed foils to vote or votes only to

30 succeed asdf tho successor Operator shall be selected by the ofErmauve vote of two (2) or more parties owning a augarhy Interest based

31 on ownership as shown on Exhibit A remaining after excluding the voting interest of the Operator that wai removed.

32

33 C Employees:

34

35 The number of employees used by Operator in conducting operations hereunder then1 selection, end the horns of labor and the

36 compensation for services performed shall be detenmotri by Operator and ail such employees shaB be the employees of Operator

37

D. DrEEng Contracts’

ARTICLE VL

DRILLING AND DEVELOPMENT

A Initial WeE.

On or before the let davof

oil end gas at the following location.

Angnst _ own 2009 Operator shall commence IhedriUmgofawdlibr

All wdls drilled at the Contract Aren shaft he drilled on a competitive contract basis at die usual rates prevail fog in the ana. If it so 

desires, Operator may employ its own toots and eqntpmont m the drilling of wdls, hut ds charges llierefor shall not exceed the prevailing 

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

43 such work shall he perforated by Operator under the same terms end conditions as ore customary and usual m the area m contracts of in-

44 dependent contractors who arc doing writ of a simitar lamre

45

46

47

48

49

50

51

52

53 

34

55

56

57

58

59

60 

61
62 ■■"in** granite or other practically impenetrable substance or condition in tho hole, which renders ftatbra (killing onpradical, is o-

63 countered eta lesser depth, or unless all ponies syeo to complete or abandon the well ala lesser depth.

64
65 Operator shall ’"■*» reasonable tests of all formations uuorauteieJ during drilling wind) gate mdimHon uf eentanung o3 and

66 gas in quantities sufficieel to test, mtless rids agreement shall be Imutcd m its appiknboa to a RraaEc formation or fortnmtnns, in winch

67 event Operator shall be required to test oidy the formatxxt or formations to whch tins agreement may apply

68
69

70

mil ^in Ilvwllw *"»itl,*."ih" drifting oflhe well with due diligence to

sufficiently test tho Bone Spring formation

4
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ARTICLE VI 
continued

1 IT m Operator’s judgment, the well win net produce oil or gas m paying qnothjes, and n wishes to plug anil abandon the

2 well as a thy hole, the provisions of Article VLE. 1 shall thereafter apply

3

4

5

6 B. Sobscqucnr Operations:

7

8 I Promised Operations: Should any pony hereto desire to drin any wdl on the Contract Area other than the well provided
9 far m Article V| JV or to rework. deepen or plug back a dry hole thiHed at the joint expense of all parties or a well jomdy owned by all

10 the partita and not then producing In paying gram hint, the party doming lo thill rework, deepen or plug buck such a weB dial! give the

11 other parties written noftcc of the proposed operation, specifying the wexk to he performed, the location, proposed depth, objective forma

12 non and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice

13 wither which to notify the party wishing to do the work whether they elect to participate ui the cost of the proposed operation. If a dnll-

14 ing rig is on location, nation of a proposal lo rework, plug hack or drill deeper may be given by telephone and the response poind shall be 

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

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

17 response given by telephone shag be promptly confirmed In writing

18

19

20

21 If oil parties elect lo participate m such a proposed operation. Operator shall, within runny (90) days alter expiration of the notice

22 period of thirty (30) tbys (or as promptly as possible after the oipiration of the farty-eight (48) hour period when drilling rig is on loca

23 lion, as the case rosy be), actually commence the proposed opwulion and complete It with due diligence at the nrit and expense of ell par-

24 lies hereto: provided, however said commencement date may he extended upon written nonce of same by Operator lo the other parties, 

2$ far a period of up to thirty (30) -t-Stavmf tfeys if in the sole opunen of Operator atch atWhoml tune is reasonably oecessary to obtain

26 permits Amu governmental authorities, surface sights (mchiding righls-of way) or appropnate dnltlng equ pmeat or to complete title ex

27 alienation or curative matter required far tide approval or acceptance Notwithstanding the farce majeure provisions of Article XI, if the

28 actual operation has not been commenced withm the time provided (uichidmg any extension thoeof as specifically permitted herci ) and

29 if any poly hereto still desires to conduct smd operation, written notice proposing sane mist be resubmitted to the ether partus in accor-

30 dance with the provisions hereof os if no prior proposal had been madn

31

32

33
34 2. Onenn ons by Less than All Parties: If any party receiving suds notice as provided In Article VLB-1 or VII.D t (Option 

33 No. 2) elects not to participate in the proposed operation, then, m order to be entitled to the benefits of this Article, the party or parties

36 giving the notice and such other patties as shall elect to participate fa die operation shall, wdhfa ninety (90) days after the espsraUoa of

37 the notice period of thirty (30) days (nr as promptly os possible alter die expiration of die forty-eight (48) hoar penod when e tfnllmg ng is

38 on location, os the case may be) actually commence the proposed operation and complete it with due diUgame Operator shad perform all

39 work for the account of the Construing Praties: provxied, howevrr if no drilling rig or other equipment is on location, and if Operator is

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

41 non far the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform snob wok Coo

42 sarins Parties, when conducting operations on the Contract Area purarant to tins Article VLBX, shall comply with ad terras and con-

43 dhionsofthis agreement

44 

43

46
47 If less than all parties approve arty proposed operation, the proposing party uumcdiaidy alter the cxpnnlmn of the applicable

48 notice period, shot] advise Ihc Consenting Parties of the total interest of the parties approving such operation and its recommendation as

49 to whether the Consenting Parties should proceed with the operation ns proposed. Each Consenting Party wdhfa forty-eigla (48) hours

50 (exclusive of Saknday, Sunday and legd hohdays) after roecqx of such notice, shad advise the pmpesaig party of Us desue to (a) fan* par-

51 lidpation to such putty a interest as Shown on Exhrixl A or (b) cany us proportionate part of Non-Consenting Parties interests, and

32 failure to advise the proposing party shail be deemed an ejection under (a) In the event u thiUjng ng is on location, the lime permitted fur

33 such a response shall not exceed a total of forty-c^ht (48) hours (a^aye of Saturday Sunday and legal holidays) The imposing party

34 at its dcraion, may withdraw such proposal ifthere is inailfiaenl participation and shall promptly notlly an pomes of such decision.

S3

36

57
38 The entire cost and risk of sach operations shall be borne by the Consenting Parties ra the proportions they have

39 elected to bear seme raider the terms of the preeedrag paragraph. Consenting Parties shall keep the leasehold estates involved m such

66 operations face and char of all lietts end eneundxaaccs of evoy kmd created by or arising fiom (he operations of the Consenting Parties.

61 If suck an epoatfan results m n fay hole, the Contenting Parties shall plug and abandon the weB end restore the surface location at their

62 solo C09. risk and expense: If any well drilled, reworked, deepened or plugged back under the provisions of this Article results m a pro-

63 faicer ofod andftv gas fa paying tgumtiries. the Consenting Parties shall complete and equip the wdl to produce at their sole cost and nsk.

64 

63 

66
67

68
69

70
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ARTICLE VI 

continued

and [he wdl shall then be turned over to Operator and shall be ipcratcd by it at the expense and for the account of the Consenting Per 

tics. Upon commencement of operations for the drilling, reworkn-g, deepening or plugging beck nf any such wdl by Consenting Parties 

in eooonknce with the provisions of Ibis Article; each Non-Coaserang Party shall be deemed to have rdinqufahed to Consenting Patties, 

and the Consenting Parties stall own and be entitled to receive, m proportion to their respective interests, all of such Non-Consenting 

Patty s interest m the well end share of production (herefrom until che proceeds of the sale or such share, calculated at the well, or 

market value duneof if such shore is not sold, (after deducting production taxes, excise taxes, royalty ovcmdmg royalty and other m 

tcrests not excepted by Article I11.D payable out of or measured by the production from such well accruing with respect to such merest 

until h reverts) shall equal the total of the following'

A.A.PL FORM 610 MODEL FORM OPERATING AGREEMEN1 1982

(a) 200% of eoch such Noo-Consenling Party s share of the cost of any newly acquired surface equipment beyond the wellhead 

connections (including, but not limited to, stock tanks separators, treater pumping equipment and piping) plus 200% of each such 

Nan-Coosefflnq; Party s share of the cost cf operation of (he wd) commeoci ig with lint production and continuing until each such Non 

Consenting Party s relinquished interest stall revert to K under other pr visions of (Us Article; t bong greed that each Non- 

Conscntmg party s share of such costs and equipment will be that interest winch would have been chargeable to such Non-Consenting 

Party had it participated in the wdl from the beginning of (he operations; and

rht 500 % of that portion of the costs and expenses of drilling, reworking, deepening, pluggmg bark testing and complctng.

after deducting any cash contributions received under Article VH1.C and 500 %ofthat portion of the cost of newly acquired cauro-

ment m the wdl (to and including the wellhead coimeclions), which would lia e been chargeable to such Non-Consent ng Party if it had 

participated tberem.

See first paragraph of Page 8a

An decllon not to participate m the drilling or the deepening of a wdl shall be deemed an election not to psrticipale m any re­

working or plugging back operation proposed in such a well or portion thereof to which tie uuual Non-Consent election applied that IS 

conducted at any tune prior to loll recovny by the Consenting Parties of the Non-Consenting Party s recoupment account. Any such 

reworking or plugging hock operation conducted during the recoupment period shall be deens-d part of the cost of operation of said wdl 

aid there shall be added to the sums to he recouped by the Consenting Patties one hundred percent (100%) of that portion of the costs of 

die rewmking or ptnggmg back operation which would hove hero chargeable to such Non-Con-entmg Petty had it participated therein If 

such a reworking or plugging tack operation Is proposed during such recoupment period, die pn visions of this Article VI.B shall be ap­

plicable as between said Consenting Panics m said wdL

6m second paragraph of Page 6a

Dump the period of tune Consenting Parties are cntxlcd to receive Naa-ConsenUng Paly s share of production or the 

proceeds (herefrom. Consenting Parties shall be respcusMe for the payment of all production, scvetmcc, excise, gathering and other 

ta es, and all royalty overriding royalty and other burdens applicable to Non-Consenting Party s share if production not excepted by Ar 

tide IILD

In the nap- of any rewariaag, plugging back cr deeper drilling operation, the Consenting Parties shall be permitted to use. Bee 

of cost, nil casing, tubing and other equipment in the wdl hot the ownctship of all such equipment shaB rc ram unchanged, and upon 

of a wdl after such reworking, plugging back or deeper driUtng, the Consenting Parties shall o return for all such equip­

ment to the owners thereof with each party receiving us proportionate part in kind or In value, less cod of salvage.

Withm axly (60) days alia the completion of any operation under this Article, (he party cauhtamg tie operations Sir the 

Consenting Patties shall ftomsh each Nan-Consenting Patty vrilh an inventory of the equipment m and connected to the well and an 

itemized statement of the cost of drilling, deepening, plugging back testing, compkxmg. and equipping he well far pimkictfcm. or at its 

option, (he operating party m lieu of an itemized statement of such costs of operalKn. may submit a detailed statement of monthly bill­

ings. Each month thereafter during the time the Consenting Parties are bang reimbursed as provided above, the party conducung the 

operations for the Consenting Parties riiall furnish the Now-Constating Parties wah in itemized statement of all costs 8,n labilities to- 

curred in the operation of the wdl, together with a statement of the quantity of oil and gas produced fiom it end (bo ameam of proceeds 

maimed Bom the sale of the wdTs working interest production during the preceding month In determining the quantity of nil end gas 

produced dung aa/ month. Conceding Patties shaft use utdusuy accepted methods such os, but not Banted to, metering or periodic 

wdl tests Any amount realized fiom the sale cr otha disposition of ccgnpment newly acqmred in connection with any sock operation 

winch would have been owned by a Noo-Conscutxig Party had it participated therein shaft be credited against the total unretumed costs 

of the work done and of the equipment purchased m determining when the interest of such Non-Consenting Pony shall revert to it as 

above provided; and if there K a crcdil balance, It shall be paid to such Non-Consenting Party

See third paragraph of Page Be

70
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ARTICLE VI 
continued

I Notwithstanding any language undsr Article via to tha contrary In any wen In which a completion attempt
may be made at more than one depth, each party who participated In the bridal operations hereto shaB have the right to 
make a separate election as to each Interval In which a complstion la proposed Should a party hereto elect not to

3 participate in a completion attempt as to any one Interval, than those parties who sleet to participate In tha completion
4 attempt as to that Interval, shall In the proportions they have elected to bear share all costs risks and expenses of 
, such completion ritampt. Any recoupment of serf expenses shad be made solely from the production attributable to 
3 that interval.
6

7 ,
o Gas production attributable to any Non-Consenting Party's relinquished Interest upon such Party election

shall bs sold to its purchaser if available, under the terms ofits existing gas sale contract Such NorvConaenting Party
9 shall direct Bs purchaser to remit the proceeds receivable from such sale direct to the Consenting Parties until the

10 amounts provided for mthls Article are recovered from the NomConsenting Paths relinquished interest If such Non
11 Consenting Party has not contracted for sale of Ha gas at the time such gas is available for delivery or has not made 

the election so provided above, the Consenting Parties shag own and bo entitled to receive and sell such Nen-
12 Consenting toft's share of gases hereinabove provided during the recoupment period
13
!* Notwithstanding any provisions to the contrary In this or any other agreement, a Non-Consantlng Party upon

13 notice in tha writing to Operator and/or any party carrying ail or part of the non-consenting Interest shall hava the right 
1C at all Ones and from time to time wHIrki two {2) years of tho date k received notice that payout hae occurred to audit 
17 Operator's and/or carrying party's accounts and records relating to or connected with Its operations on tha Contract 
II Ares or on land poolsd therewith regsrdless of whan such operations were conducted.

19
20 

21 
22

23
24 
23 
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

51
52
53
54
55
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ARTICLE VI 
no tinned

1 If and when the CoAtadug Parties recover from a Non-Consenting Party $ rehnqmsbGd inecst the m<« provided fiv above;

2 the relinquished intocos of such Non-Consenting Party dal automatically revert to u, and. from and after such revision, nrrfr Non-

3 Consenting Party shall own the same nUcresl to such well, the material and fgaipme-! to or p«Ttn*ntng thereto; and the production

4 therefrom as such Nm>Caa$ei*ing party would have been emitted to had it paitfcipoted m the (billing, reworking, deepening or plugging

5 back of said wdl Thereafter such Non-Consenting Party shall be charged with and dial) pay its proportionate part of the Anther oasts of

6 the operation of aid wdl m accordance with (he terns of this agreement and the Accounting Procedure attached Iwum

7

8 

0
10 Notwithstanding (he provisions of this Article VLB.2., it is agreed that without (he mutual consent of ad parties, no wefts dull

11 be completed id or produced from a stance of supply from which a well located elsewhere an (he Contract Area Is pfwdw?H?gi unless such

12 wdl conforms to the then-existing weft spacing pattern for such source of supply

13

14

15

16 The provwons of this Article shall have no application whatsoever to tho drifting of the anted weft >Hr?H m Article VI A.

17 except (a) as to Article VDJJ1 (Option No. 2) if selected, or (b) as to the reworking, deeperang and plugging hade of such fnfthJ wdl 

13 after if has been drilled to (be dqplb specified m Article VIA if it shall thereafter prove to be a (fry bote or if initially completed far pro-

19 duclioo. ceases to produce in paying quantities.

20 

21 

22
23 3 Stand-By Time When a wdl winch has been drilled or deepened has readied us authorized depth and all tests have been

24 completed, end the results thereof Airmailed to the parties, stand-by costs incurred pend mg response to a party e notice proposing a

25 reworking, deepening, plugging back or completing operation in such a wdl shaft be charged and borne as part of the drifting or deqien-

26 ing operation just completed. Stand-by caste subsequent to all parties responiftng. or expiration of the response tune permuted, whichever

27 first occurs, and pnor to agreement as to the parodpatuig Interests of all Consenting Pomes pursuant to the terms of the second gram

28 metical paragraph of Article VIBJZ^ shall be charged to and borne as part of (he proposed operation, but if (he proposal fs subsequently

29 withdrawn because of nsuffioem participation, such stand-by costs Shall be allocated between the Consenting Parties in (he proportion

30 each Consenting Party's (merest as shown on Exhibit A bears to the total interest as shown on Exhibit A of all Consenting Par-

31 ties

32

33

34
35 4 Sfdaraddnc Except a herdraftcr provided, those provisions of this agreement applicable to a deepening*4 operation shall

36 also be qtplfcable to any proposal to dreeti orally control and intentionally deviate a well from vertical so as to change the bottom hole

37 location (herein call "sidcttadcing"), unless dona to straighten die hole or to. drill around Junk in the hole or hrranftt of other 

3g mechanical difficulties. Any party having the ngfat to participate in o proposed sidetracking operation that does not own an interest in the

39 affected wdl bore at the tone of the notice shall, upon electing to participate, tender to (he wdl bore owners its proportionate share (equal

40 to its interest in the sidetracking operation) of the value of that portion of the existing wdl bore to be utilized as fellows

41

42

43
44 (a) If the proposal is (far sidetracking an existing dry hole, reimbursement draft be on the basis of the actual coste tocuned m

45 (he uultal drilling ofthe wdl down to the depftt at winch (he sidetracking operation is nitrated

46
47

48
49 (b) If tire proposal is fer sidetracking a weft which has previously produced, rdmburscment shaft be on (be bans of the wdl a

50 ulwnMc Htmcnaiy and down to tin depth at which die sidetracking operation is initiated, deternraied m accordance with (he

51 provisions of Exftfbtl4‘C' less dm estimated cost of salvaging and the estimated cost of plugging and abandoning.

52

53

54
55 In the event that notice fir a sidetracking operation is given while the drifting rig to be utilized is on location, the response period

56 shall be limited to ibrty-eighl (48) hours, exclusive of Saturday Sunday and legal boBdoys; provided, however any party may request and

57 receive up to aghr (8) addbnnal days after oxpfnlion of the fbrty-dgfat (48) hours widun which to respond by paying fir all stand-by time 

5g trained during such extended response period- IT more than one party dccts to take such additional time to respond to the notice, stand

59 by shaft be between the praties caking addUumal time to respond on a (by-to-day basis m the proportion cadi electing par

60 ty s interest as shown on Exhibit A bears to the total merest as shown on Exhibit A of aft the electing parties. In oft other to-

61 stances tho response period to a proposal tbr sidetracking shall be limited to dtfrty (30) days.

62

63

64
65 C TAKING PRODUCTION IN KINDi

67 Each party draft of its proportionate share of all oil and gas produced from the Contract Area.

68 exclusive or production winch may be used in development and producing operations and In prepomg trad treating oil and gw fbr

69 marketing purposes and production unavoidably lost Any extra expenditure incurred in the tilting in kind or separate dlqioBtion by any

70 party of its proportionate shoe of the production shaft be borne by such petty Any party taking its dare of prediction in kind shall be

7
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ARTICLE VI 
continued

3 Eadi party stall execute such division orders and contracts as may be necessary for the sale of us merest m prediction from

4 the Contract Area and, except as provided hi Article VIIB stall be entitled to recave payment drcclly fro in the pwetarer thereof far 
3 fls dure of all production.

6
7 In the event any parly shall Jail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of 

B the oil produced from the Contract Area, Opoator shall have tho right, subject to the revocation at will by the party ownmg it, but not 

9 the obligation, to purchase such OH or sdl it to others at any a me and from time to tune, for the account of the non-inking party at the

0 best price obtainable in the area for such production. Any such purchase or sale by Operator dall be sotyeet always to the right of the

1 owner of foe production to exercise at any tone its right to take m ktnd, or separately dispose o& its share of all oil not previously

2 dcbvcicd to a purchaser Any purchase or sale by Operator of any ocher party s share of oil shaB be only for such reasonable periods of

5 tune os are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period m excess 

l of<mc(l)year

5

5 in the event one or more pomes* separate (fisposiuon of its share of (he gas causes qdfrstrcam deliveries to separate pqidmcs andfor 

1 deliveries which on a day-to-diy baas for any reason are not exactly equal to a party s respective proportionate dure of total gas sales to 

i be allocated to it, the balancing or accounting between the respective arcotmts of tire parties shall be m accordance with any gas balancing 

) agreement between the parties hereto, whether such an ogicoiicnt ts attached as Exhibit F* or g a separate agreement 
I "BooBolow

I D Aeeexs to Contract Area and Information

5

I Each party dull ha e access to the Contract Area at all reasonable times, a its sole cost and risk to inspect or observe operations,

I and shall have access at reasonable times to information pertaining to the development or peration (hereof radud ng Operator s books 

i and records relatsag thereto Operator upon request shall fuvnsh each of the other parties with copies of all forms or reports filed with 

i governmental agencies, daily dnUutg reports; wdl logs, tank tables, daily gauge and ran tickets and reports of stock on band at the first of 

r each month, and stall make available samples of ay cores or cult ngs taken from any well drilled on foe Contract Area The east of 

I gathering and fonushug information to Non-Operator other than that specified above, shall be charged to foe Non-Operator (hat re- 

> quests the Information.

i

E. AbndMmeat of Wdtr

I Abandonment of Drv Holes- Except for any well drilled or deepened pursuant to Article VIB.2 any wdl which has been 

drilled or deepened under the terms of this ayeemenl and is proposed to ha completed as a dry hole shall net be plugged and abandoned 

without tho consent of aB parties. Should Operator after diligent effort, be unable to contact any party or should any party fail to reply 

withm forty-right (48) hours (exclusive of Sabuday Sunday tmd legal holidays) after receipt of notice of the proposal to plug and abandon 

such wdl, such party shall be deemed to have consented to foe proposed abandonment All such wdls stall be plugged and abandoned in 

acconfonee with applicable regulations and at the cost nsk and expense of the parties who portidpaled in the cost of drilling or deepening 

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

operations in search of o3 andtar gas sutpcct to the provisions of Article VIB.

2. Atamfamnwii nf Wdls that have Produced: Except for any wdl a which a Non-Cooscnt operation has been cnmhirirrt 

hereunder for which the g forties have not been fully reimbursed as hereto provided any wdl which has been completed as o

producer stall not be plugged and atawdwwd without foe consent of all parlies. If all parties consent to such abandonment the wdl shall 

be plugged and abandoned in accordance with applicable regulations and at the cos ruk and expense of all foe parties hereto. If withm 

thirty (30) days alter recent of notice of foe proposed abandonment of any wdl all parties do not agree to the abandonment of such wdl 

chose wishing to continue its operation from the intervals) of the foraattonfo) (ben open to production stall tender to each of the otiw 

pomes as proportionate share of foe value of foe wdl s eatable material and equipment, determined m accordance with foe provisions of 

Exhibit lC* (era foe estimated cost of ralvagtag and the estimated cost of plugging and abandoning. Each abandoning party shall assign 

the non-abandoning parties, withm* warranty express or ■tiphfd, as to title er as to quantity or fitnras for use of the equipment and 

mdens! all of its interest m the well and related equipment, together with ns interest in the tavtold estate as to, but osdy os to the in­

terval or intervals of the formation or formations then open to production. If the merest of foe abandoning party is or includes an oil and 

gas such party <dwtl and deliver to the oon-abandoning party or parties an oil and gas lease, (united to foe interval or in­

tervals of tho formation or foraations (ben open to production, Aw a term of one (I) year and so long thereafter as oil and/or gas is pro­

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

9



ARTICLE VI 
continued

1 B” The assignments or leases so limited shall encompass the dnthng uml upon which the weD is located. The payment* by and the

2 assignments or leases to. the assignees shall be fa a ratio based upon the retoondiin of then- lemenvn pmaiiiy of ™ u-

3 Comma Area to the aggregate of the percentages of pimcqntion in the Cmihaci Area of aft assumes There shall bo no readjustment of

4 interesls in the remaining portion of the Contract Area.

5

6 Thereafter abandoning ponies shaft have no farther responsibility liability or interest in the opemtton of or preduction from

7 the well in the interval or intervals then open other than the royalties retained m any lease made under the terms of this Article Upon re- 

11 tjucsr Operator diall continue to operate the assigned wet] for the account of the noo-gbandoning parties at the rates and charges con-

9 lemplatcd by this a^eemem, plus apy adtShonal cod and charges which may anse os tho result or the separate ownership of the assigned

10 well. Upon proposed abandonment of the producing intervals) assigned or leased, the asstpor or lessor shell [hen have the option to

11 repurchase its prior interest in the wdl (using the same valuation formula) and purtnupau- in further opcmtions [herein sulpecl to the pro-

12 visions hereof

13

14 3 Abandonment of Non-Consent Operations: The provisions of Article VI El or VI.E2 above shaft he applicable as between

15 Consenting ftutics In the event of the proposed ahgarionmfxtt of any writ oreepted from said Articles? provided txMunuw iw well clmM tv*

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

17 of the proposed obandonmenl and aObrded (he opportunity to elect to take over the well In accotdancc with the provisions of this Article

18 VIE

19

20 ARTICLE VIL

21 EXPENDmlRES AND LIABILITY OF PARTIES

22
23 A. Liability of Parties

24

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

26 shall he liable only fix- us proportionate share of the coos of developing and operating the Contract Area. Accordingly the Hens granted

27 among the parties in Article VIID are given to secure only the debts of each severally it Is not th Intention of the patios to create, nor

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

29

30 B. Liens end Payment Defaults:
31
32 Each Non-Operator grants to Operator a Den upon its oil and gas rights in the Contract Area, and a security interest in ns share

33 of oil and/or gas when extracted and its interest m aft equipment, to secure payment of ds share of expense; together with interest thereon

34 at the rate provided in Exhibit “C” To the extent (hat Operator has a security merest under the Umfonn Commercial Code of the

35 state; Operator dull be entitled to exercise the rights and remedies of a secured puny under the Code The bringing of a suit and the ob-

36 taming or judgment by Operator fir the secured indebtedness shaft not be deemed an election of remedies or otherwise affect the hen

37 rights or security mtcrest as security for the pay moat thereof In addition, upon dctauU by any Non-Operator m the payment of its share

38 of expense. Operator shall have the right, without prtgixfice to ofhra rights or remedies, to coiled from the purchaser the proceeds from

39 the sale of such Non-Operator s share of oil and/or gas unlit the amount owed by such Noa-Opcralcr phis aucrest, has been paid. Each

40 purchaser shall be entitled to idy upon Operator’s written statement concerning the amount of any dcfindL Operator grants a like ben

41 and secunty interest to the Non-Operators to seenre payment ofOpaotors proportionate share of expense

42

43 If nay paly (oils or is unable to pay its share of expense within sixty (60) days after rendition of a statement ihcrefir by

44 Operator the non-defmiltlng parties, including Operator shall, upon request by Operator pay (he unpaid amount tn the proportion that

45 the interest of each such party bears to the interest of all such parties. Each party so paying its share of the unpaid amount shall. In ohlain

46 nambuiscmera thereof be subrogated to (he security rights described in the foregoing paragraph,

47

48 C Payments and Accounting*
49
50 Except as herein otherwise specifically provided, Operator shaft promptly pay and dbcharge expenses incurred ID the development

51 and operation of the Contrast Aren pursuant to ties ogeemcni end shell charge rack oT the partis hereto with (bar respective propor-

52 (karate shores upon the expanse basis provided ra Exhibit "C" Operator shall keep on accurate record of the joint account hereunder

53 showing expenses incurred and charges and credits made end received.

54

55 Operator at its election, shill have the right from bare to time to demand and receive tom the other pottles payment in advance

56 of their respective shares of the estimated amount of the expenso to be incurred in operations hereunder doting the next succeeding

57 month, which n^n may be exercised oriy by submission to each such party of on Hanged statement of such estimated expense, togetha-

58 with an invoice for its share thereof Each arch stntemnnt and mvoicc for the payment m advance of eaimated etpenso shall be submhlcd

59 no or before the 20th day of the non preceding month. Each party stall pay to Operator Us proportummr dare dF such estimate within

60 fifteen (15) days alter arch estimate and mvoice is received. If any patty fills to pay its xtarc of sahl estimate withm sard tunc, die amount

61 due dull bear interest as provided in Exhftdt “C" until paid. Proper adptstinon stall be made muddy between advances and actual ex

62 pease to the end that each pony stall bear and pay its proportionate dure of actual expenses incurred, and no more.

63

(4 D. Umttattoo of ExpcndUurcs:

65
66 I Drill or Deepen: Without the consent of oft pontes, no well stall bo drilled or deepened, except any well dnllcd or deepened

67 pursuant to the provisions of Article VI B.2 of this agreement Consent to the drilling or deepening stall incltidec

68

69

70

A.A.P L. FORM 610 MODEL FORM OPERATING AGREEMENT^ 1982
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ARTICLE VII 
continued

1 □ Option Mb. >, All necessity expenditures lor 1m dnBmg cr deepening. tcaing, complams and equipping or the well, including

2 necessary tankage and/or surface (aciliues.

3

4 a BonoftHo..?, All necessary expenditures far Ike drffling or deepening and testing of Ibc wdL When such well has reached its

5 authorized depth, sad aO tesla have been comptoed, and the icsnhs thereof funmdwri in the piflht, Operator shall give immediate notice

6 to the Non-Opeotois who hove the right to pamqpate in the completion costs. The parties receiving such notice sM hove forty-aght

7 (48) hours (exclusive of Satunfay Smxfav and legal holltfavsl in which to dec! In participate in the artlmg nf easing and iheenmpIgiHMiat 

( tempt. Such election, when made, dud] include consent to all necessary expenditures far the completing and equipping of soch wdl, m 

9 okidmg neccssaiy tankage and/or surface fatalities. Failure of any patty reecneng such nooco to reply umhm the period above fated shall

10 constitute an dection by (hat potty not to participate in the cast of the completion attempt. If one or mare, but Jess than aO of the panics,

11 elect to set pipe and to attcmi* a completion, die provisions of Article VLR2. hereof (the phtase “reworking, pening or phiggn^

12 back” as contained in Article VLB.2 shall be deemed to mclnde “completing”) shall apply to the operations thereafter nvwiieied by less

13 than all parties.

14

13 2 Rework or Flee Back: Wnbom the camera of all names, no wdl Anil he reworked nr phmorrt harfr nrrp . wrfi -~n.-tr»J

16 plugged hack remnant to the provisions of Article VIJ32 of this agreement. Consent to the reworking or plugging back of n wdt shall

17 include all necessary expenditures m conducting such operations and complete and equipping of aid well, htrfudlng neccssaiy tankage

18 ondfor surface facilities.

19

20 3 Other Qpcraiions.- Wnhotn the consent of all parties. Operator shall not undertake any single project reasonably emanated

21 to require an expenditure m excess oftsrantv-flva thousandDalian {$2S.Qtm.00 i

22 except m connection with a wdl, the drifting, reworking, deepening, coogdorng. recompleting, or plugging back of which has been

23 previously authorized by or pursuant to this agreement: provided, however that, in case of explosion, fire, flood or other sudden

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

23 to deal with Ihe emergency to safegaard life and property but Operator as promptly as possible, shall report the emergency to the other

26 parties: If Operator prepares on authority far expenditure (AFE) for its own use. Operator shall famish any Non-Operator so requesting

27 an falfirnnalmn copy thereof for any single nrtiecl costing in excess of fifteen thousand

28 Dollars (S 16.OOP.0D ) but less than the amonot fast set forth above in this paragraph.

29

30 E. Rentals, Shul-1 Wdl Payments aad Mbrimum Royalties:

31

32 Rentals, shut-in wdl payments and tmnimutn royalties which may be required under the terms of any lease shall be paid by Ore

33 party or parties who subjected such lease to this agreement at Its or ihar expense. In Ihe event two or more parties own aad have con-

34 hibuled interests in Ore same lease to this agreement, such parties may designate one of soch parties to make saxl payments for and on 

33 behalf of all such parties. Any party may rerpiest, and dull he entitled to receive; proper evidence of aft such payments. In the event of

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

37 meat IS required to continue the lease In farce, any leas which resells foam such non-payment shad he home in accordance with the pro-

38 visionsofArttelelVB.2.

39

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

41 of a producing gas wdl, at least live (3) days (excluding Satunfay Sunday and le^l holidays) or at Ihe earliest opportunity permitted by

42 cueumstances, prior to taking such actum, hut assumes no liability far failure to do sol In die event of failure by Operator to so aunty

43 Nan-Operator die loss of any lease comributed hereto by Non-Operator far failure to make timely payments of any shut-in wdl payment

44 shall be boraejomdy by the parties hereto under the provisions of Article fVIL3 

4$

46 F Taxer

47

41 Beginning with the Gist calendar year after the effective dale hereof Operator shall render far ad valorem taxation all property 

49 sub) act to this agreement which by low dunild be rendered far such taxes, end h shell pay aft such taxes assessed thereon before they

30 become delinquent. Pncr to the rendition dale, each Non-Operator shall Smash Operator information os to burdens (to Delude, but not

31 bo h tinted to. royafcjcs, ovenkSag royalties and production payments) on leases and oil and gas ireeresu contributed by such Non-

32 Operator irthe assessed valushon of any leasehold estate is reduced by reason of its being sultject to outstanding excess royalties, over

53 raEng rayakies or production payments, the redactioo m ad valorem lams resulting thoebom shall inure to Ihe benefit of the owner or

54 ownos of suoh leasehold estate, ant Operator shall attyasl the charge re soch owner or owncra an asks reflea the bmefit of such redue 

S3 tarn. If the ad valorem taxes are based m whole or in port upon separate vafaabuas of each party s waking tnl crest (ben notwithstanding

36 anything to the cootrary herein, charges to die joint mount shall be mode and paid by the parties hereto in accordance with the lax

37 value generated fay each party’s working intaoL Operator shall bill the other parties far their preportmmle shares of all tax payments in 

Sg the manner provided m Exhibit “C”

39

60 If Operator considers any tax atsessmcnl improper Operator may at hs discretion. protest vndan the tune and manner

61 prescribed by law and prosecute the prut,nr to a final determination, unless ril parties agree to abandon the protest prior to find deter-

62 munition. During the pendency of ndnnmsfnuve or judical proerrdings. Operator nay eject to pay under protest, all aich taxes and sm/
63 interest and penalty When any such protest-id assessment shall lave been finally determntd. Operator shall pay the tax far the joint ac-

64 count, togedier with arty interest and penalty teemed. and the total cort shall ftten be assessed againxt the partus, ond bo pax) ty than, as 

63 provided In Exhibit “C

66
67 Each party shall pay or <«■«« to be paid eft prediction, severance, excise, gathering and other luxes reposed upon or with respect

68 to the prodnetioo or handling ofsuch party sshanafoaandfargu produced under the terms of this affeemeat.

69

70

A.A.PL. FORM 610 MODEL FORM OPERATING AGREEMENT^] 982
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ARTICLE VII

1 G. Insurance

2

3 Ai all tines white operations ate cnaductcd hcretnder Operator dull comply with tin workmen a compenmikm bw of

4 the state where the operations am bang conducted: provided, however that Operator may be a sdf<tnsurer for hahflily under aid com

5 peasatian laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit T Opostor shall

6 also cany or provide insurance for the benefit of the jon* account of the pomes as outlined to Exhfoh **0 attached to and made a pan

7 hereof Operator shsfl reqmre all eontrsetors engaged m work on or for the Contract Area to comply with the workmen s gonyruyMion 

S law of the state where the operations are being conducted and to ngfanafn such other insamce as Opqator may require

9

10 In tho event automobile public habifity msunmee is specified m said Exhibit “D" or subsequently receives the approval of the

11 parlies* nodvect charge shall be node by Operator for premnuns pud for such oBurancc for Operator s automotive etpupmenl.

12

13 ARTICLE V1IL

14 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

15

14 A. Surrender of Leases:

17

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

19 or in port unless all parlies consent thereto.

20

21 However should any party desire to surrender its interest in any lease or tn any portion thereof ami the other partus do not

22 epee or comma teem, the party desiring to surrender shall assign, without express or implied wnvremy of ude. all of its interest In

23 such lease, or portion thereof and ny weft, matcrnl and eqmpment which may bo located thereon and any rights in production

24 thereafter secured to tho patties not consenting to such surrender If the interest of the assigning parly is or includes as oil and gas m
25 teresL, the asagnmg patty shall ecocide and deliver to the patty or parties not consenting to such suirectder an oil and gas lease eovtnog

26 such oil and gas interest for o term of one (t) year and so long thereafter as oil omFor gas is produced from the land covered thoeby such

27 lease to be on the form attached hereto as Exhibit B” Upon such assignment or lease, die assigning party shall be relieved from afl

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

29 attributable thereto, and the asagnteg party shall have no Anther merest m the assigned or leased premises and its equipment and pro*

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

31 potty assgnor or lessor (he reasonable salvage value of the latter 8 interest in any wcQs and equipment attributable to the assigned or leas»

32 cd acreage. Tho value of ell material shall be determined in accordance with the provisions of Exhibit **C* less (he estimated cost of

33 salvaging and (be estimated cost of plugging and abandoning. If (he assqpnnatf or lease is m favor of more than one party the interest

34 shaft be shared by such panics in the proportions that the interest of cadi beais to the cereal interest of all such parties.

33

36 Any assignment, tease or surrender made under tins provision shaft not reduce or change the assignor s. lessor s or sunoidauig

37 party a interest as Jt was manedwtely before the assignment, lean or surrender ra the balance of the Contract Area, and the acreage 

33 assigned, leased or surrendered, and subsequent operations (hereon shall not thereafter be subject to the terms and provisions of tins

39 agreement

40

41 B. Renewal or Extension of Leasee

42

43 If any party secures a renewal of any oil and gas (ease subject to this agreement, all other parties shall be notified promptly and

44 shaft lave the right fora period of thirty (30) days following recapt of such notice m which to elect to participate m tho ownership of (he

45 renewal lease, insofar os such tease afiects fomfa within the Contract Area, by paying (° the party who acquired rt timr several proper pro*

46 pmtianalo shares of (he acquistion cost allocated to that psrt of such lease within (he Contract Alta which shall be in proportion to the

47 inteests held at that brae by the parties tn foe Conduct Area.

48

49 If some, but less than all. of the parties elect to participate m the pwchase of a renewal lease, it rial) be owned by (he parties

50 who elect to participate therein, in a ratio based upon the relationship of tbor respective paoentage of participation m the Contract Area

51 to the aggregate of the pgcentagm of participation in the Contract Ares of all parties participating a the purchase of such renewal lease

52 Any renewal leaa to which less than aft parties elect to participate shall not be sulgect to this agreement

54 Soch party who participates m the purchase of a renewal lease shaft be given an asngnment’foPffit propSSnte merest rein

53 by the acquiring party

56

57 The provisions or this Article shall appfc to rcorasl leases whether they me Tor the catre Imercsl covered by the expiring kaso

58 or cover only a ponton of Its Era cr an interest (haem. Any renewal lease taken before the exptranon or its predecessor lease, or taken or

59 contracted for gulim sat (6) months after the expiration of the existing lease shall be Subnet* to this provision, bat any lease taken or con-

60 traded for more than six (6) months niter the cipiniuon of an ousting lease shall not be deemed a renewal lease and shall nol be stttged to

61 the provisions of this agreement.

62

63 The prervisiows in the Arttele stud also be applicable lo extensions of o9 end gas leases.

64

65 C Acreage er Cast CantritnitioKE

66
67 While dm agreement is tn (faroe, if any party contracts for a ccsmibolion of cash towmrts the drilling of a wcO or any other

68 ipafae on the Contract Am, sack oountbunon shall be paid to the patty who conducted the (hilling or other opera non and doll be

69 applied ty It ^mslllie cast of each (hdtog or eilwr operation. If the coaritaian be b the form of acreage, the party to whom die coo-

70 trilmion is made shall promptly tender an augment of the acreage, wnhont wananty of bile, to the Drilling Praties u the proportions

II
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ARTICLE VIII

J said Drilling Parties shared (be cost of drilling the wdL Such acreage shall become a separate Contract Area and, to the extent possible, be

2 governed by povisfons identical to (Ins agreement. Each party doll promptly notify all other parties of any acreage or cash coixribubons

3 il nay obtain an support of any well or any other operation on the Contract Area. The above provisions shall also be applicable to op-

4 threat rights to cam arorage outside the Contract Area which ore m support ofawdl drilled inside the Contract Area

5

6 If any party contracts fir any oonstdmuon rotating to disposition of such party s dare of substances produced hereunder such

7 consideration shall not be deemed a contribution m can tempi at fa (ftqt Article V11I.C

8

9 D Maintenance of IlnHbrm Interests:

10

11 For the purpose of marntmiring uniformity of ownership in the oil and gas leasehold interests covered by this *%"*«**** t no

12 party shall sell, cncmnba transfe or make other disposition of its nteresi in the leases embraced within the Contract Area and m wells,

13 pqmpment and pradnehna Iinlew mA iffypmtmi COVfTS frthCT

14

Id I the entire farorera ofthe party in all leases and cqmpmait and production; or

16

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

18

19 Every such sale, encumbrance, transfer or other disposition made fay any party dull be made expressly subject to tins agreement

20 and shall be made without prgudiec to the right of the other parties.

21

17 22 !C at any here Ore ssSerest c* any party ts divided anong and owned by four or more (xniwncrs. Operator at its discretion, may

23 require sueh oo-ownos to appoint a single trustee or agent with foil authonty to rccave notices, approve expenditures, receive billings for

24 and approve and pay such party s share of (he joint exposes, aid to deal gencrafiy with and with power to bind, the co-owners of areb

25 parly 6 interest withm the scope of (be operations embraced o this agreement; however aS sueh co-owners dull have the right to enter

26 into ond executo all contracts or agreements for (he dapodboo of (her respective dares of the oil and gas prodbeed flom the Contract

27 Area and they shad have the ngbt to recave, separately payment ofthe sale proceeds thereof

28
29
30
31
32
33
34
35
36
37

38
39
40
41
42
43
44
45
46

47

E. Waiver of Rights to Partition,

If permitted by the tows of (he state or states m wtdeb the property covered hereby is located, each party hereto owning an 

undivided interest in (be Contract Area waives any and all rights it may have to partition ad have set aside to n in severalty its undivided 

interns! therein.

r rmfrrrntlat nifte ts rardresi

r

f efopare »any< t hi whaheay one party i i iwjwiiy of the otoehi

ARTICLE IX.

1KTSRNAL REVENUE CODE ELECTION
49
50 This agreement Is not intended to create, and shat! not be construed to create, a rcfaUonddp of partnadup or an association

51 for profit between or among (he parties hereto. Notwithstanding any provnroo boon that the rights and liabilities hereunder are several

52 and not joint or collective, or that tUs ageement and operations hereunder shall not constitute a partnership. 1C for foderal mcome tax

53 purposes; this agreement and the operations hereunder ore regarded as a partnership; each party hereby affected elects to be excluded

54 from tire application ofall oflhe provisions of Subchapto fT* Chapter 1 Subtitie A of die Internal Revenue Code of 1954 ts per-

55 nutted ond authorized fay Section 761 ofthe Code and tire regulations promulgated drenandor Operator Is authorized and directed to a

56 eeute on behalf of each party hereby affected sadt evidence of this election as may be rcqrercd by the Secretary of fee Treasury of (he

57 Umled States or the Federal Internal Revenue Service, mchufing specifically bet not by way of limitation, all ofthe return* statcaunls, 

and the data reqnned by Federal Regulations 1761 Should there be any requirement that each party hereby affected give timber 

evidence of 0ns datum, eaeh such party shall oxmrtr sueh dorumrnts and fontfsh such other evidence as may be required by the 

Federal internal Revenue Service or as may be neccsay to evidoce tins dectioo. No such party shall give any notices or take any other 

action mconsoteut with the election code hereby If any present or future income tax tows ofthe state or states m which the Commd 

Area is located or ny furore Income tax laws of the United States contain provisions surelnr to those ro Subchapter 1C Chapter t 

Subtitle A of the Internal Revenue Code of 1954 undo- which an election similar to that provided by Scetion 761 of the Code is per* 

nutted, each party hereby affected shall nafce soch election as may be permitted or required by such laws. In making tire foregoing dec- 

i«*«v cadi ssch party stales tires the mcome derived by such party ftom rfxmurm her aider can be adequa&dy determined without the

mmpmntfnn of partmship taxable menmn
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1 ARTICLE X.

2 CLAIMS AND LAWSUITS

3

4 Operator may settle any single uninsured third party dunpgo claim or am arising from gwHurony hereunder if the expenditure

5 does not exceedfifteen thousand Doflare

6 (*15.00000 ) and If the payment n in complete settlement of such claim or suit. Ifthearnomu required for senlemcstex

7 ceeds the above amount the parties hereto shall assume sod take over the further fanrftmg of the daim or suit, «»ie« md> authority is 

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

9 pence oflhc parties participating in the operation from which the claim or suit arises, (fa chum is made against any party or fany party is

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

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

12 or sml involving operations hereunder

13

14 ARTICLE XI

15 FORCE MAJEURB 

(6

17 If any party (s rendered unable, wholly or m part, by force m^jeure to ctuiy out tts obligations under this agreement, other than

18 the obligation to make money payments, that party ebon give to an other parties prompt written notice of the force mqjeure with

19 reasonably full particulars concerning It; duration, the obligations of the party giving die notice, so Dr as they are affected by the force

20 mqjcurc, shad be nisprnrhg doing, but no longer than, the contamanco of the force raajeure. The afTccud party shall use all reasonable

21 ddtgeace to remove the force nugeure stfuatioa as quickly as practicable.

22
23 The requirement that any force majeare shall be remedied wdh on reasonable dispatch shall not requite the settlement of strikes,

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

25 within the (Kscretxm of the party concerned.

26

27 The term force mqjeurc as hero employed, shall mean an act of Cod, strike lockout, or other industrial disturbance act of

28 the public enemy wv blockade, public net, lightning, fire, stonm. flood, explosion, governmental action, governmental delay restraint

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

30 not reasonably within the control of the party claiming suspension.

31

32 ARTICLE XII

33 NOTICES

34

35 All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise

36 specifically provided shad be given m writing by mail or tefogmm. postage or charges prepaid, or by telex or tdeeopsor and adtkessed to

37 the parties to whom the notice is given at die adtkesscs fisted on Exhibit A The onghsamg nonce given under any provisos hereof

38 shad be deemed given only when received by the party to whom such notice is <firccted, end the time for such party to give any notice m

39 response ihorte shall run from (he date the ongtnatmg notice is received. The second or any responsive notice shod be deemed given

40 when deposited in the mail or with the telegraph company with postage or charges prepaid, or sent by telex or telecopier Dteh party

41 shall have the right to change its address at any time, and from time to time, by giving written notice tbovof to aB other part cs.

42

43 ARTICLE XIIL

44 TERM OF AGREEMENT

45

46 This agreemera shall remain m full force and effect as to the oil and gas loess andfor oil and gas interests subject hereto for the

47 period of tune selected below* provided, however no parfy hseto shall ever be construed as having any right title or interest in or to any

48 tease erofl and gqs interest contributed by nay otha party beyond the term of this agreement

49

50 □ Opium No. I. So long is any of the oil and gas leases subject to this agreement remain or are canttoued m force as to any pan

51 of the Contract Area whethm by production, extensww, renewal, or otherwise.

52

53 E3 Ontion No. 2. In the event (he wefl described tn Article VLA. or any subsequent welt drilled under any provision of this

54 Djpwpffil, fCBilli *H ppdnrtton fffril gftS m pqyfrfl yfttlrihgai qpmiiait dafl enatane m farce a tfmg as any mch wall nr
53 wwfls pmdttcg- nr cmcatiaMenfrrnAicamn. and foranflAfitmaal nmodof 180 tfavs from cessation of all production. Provided.

however i£ prior to the expiration of such adtfiltonal period, one or more of (he parties hereto are engaged tn drilling, reworking, deepen* 

mg, plugging back, tesbig or attempting to complete a wdl or wefls hereunder this agreement shaD coamme m force until such open* 

dons have been completed and if production results therefrom, this apeement shall continue m force as provided herein. In (be event the 

well described m Article VIA or any subsequent wefl (killed ho Binder results in a diy bole, and no other wefl is producing, or capable 

of jxodicmg oil andtar gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging bock or rework 

fag fyerallnna are eanungaeed within 1§8 dxvs from the date of abandonment of said wdl

(t is agreed, however that the termination of this agreement shall not relieve ony party hereto from any liabifiiy which has 

accrued or attached prior to the due of such temunatioa

13
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ARTICLE XIV
COMPLIANCE WITH LAWS AND REGULATIONS

A. Latra, Regtdstkuis nod Ordtrr

Thi* agreement shall be subject to the conservation bn of the state to which the Contract Area is located, to the valid rales, 

regubUoos. and ados of any duly constituted regulatory body of said suite; and to all other applicable federal, state, and local laws, or 

dimnees. rales, regulations, and aiders.

B. GoversdagLair

Tlus ajretmeia and all madras pertaining hereto including, but not limited to madras of performance, tum-pcrformancc, breach 

reoicdfc9 procedures, rights. Attics, and interpretation or construction, shall be governed and determined by the bw of the state In which

the Contract Area is located. Ifthe Contract Area is in tap or more stales, the bw of the state of____________ Neat Mexico

shall govern.

C Regulatory Agencies:

1

2

3

4 

J 

6

7

8

9

10

11

12

13

14 

13 

16

17

18

10 Nothing herein contained shall gram, or be construed to gram. Operator the nght or authority to waive or rdeese any rights,

20 privileges, or oMigatmos winch NoraOperatora may have under federal or state bws nr under rales, regulations or anlers promulgated

21 under such bws m reference to oil, gas and mineral operations, indudmg the location, opaalion, or production of wells, on tracts of&et

22 ring ar adjacent to the Contract Area.

23

24 With respect to openmms hereunder NoraOperalors agree to release Operator Horn any and all losses, damages, injuries, claims 

23 and causes of action ansnig out of, incident to or resulting directly or indirectly from Operator's interpretation or application of rales,

26 rulings, reptaions or orders of the Department of Energy nr predecessor or «y«wnf agencies to the extern w*h» interpretation or ap-

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

28 Operator s share of protection that Operator may be required to refltad, rebate or pey as a result of such as incorrect mltrpreetucm or

29 andtcaimn, tograhra with ratercst and penalties Ihocun owing by Operator asa result of such mcoirectiotciprciation or applcatbn.

30

31 Non-Opramors authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser

32 of any erode oil sold hraaindo- or to any other person or entity pursuant to the requirements of the “Crode Oil Windfall Front Tax Act

33 of 1980 as same may be amended ftottt time to time (“Act”), and any valid regulations or rales wideh nwy be issued by the Treasury

34 Department Rant time to tune pursaont to said AcL Each party hereto agrees to furnish any and all certiEcauons or other informatioo

35 whictiisreqiiiredtnbefumidtedtysaid Act matundy manner and In satOcIent derail to perron comptaneewidi raid Act.

36

ARTICLE XV 

OTHER PROVISIONS

37

38

39

40

41

42

43

44 

43

46

47

48

49

50

31

32

33

34 

33 

36

A. Priority of Operations

Notwithstanding anything herein to the contrary H in agreed that whan a wall chiliad under the terms of this 
Agreement shall have been drived to the objective formation or depth and the parties participating In the we8 
cannot mutually agree upon Uia aequenca and timing of further operations regarding said wall, the proposals shall 
be conaidured In ins following order

1 A proposal to attempt to comnteta the well aa etthac tha objective depth or objective formation. Including
the toting and logging of aura* wait at such depth

2. A proposal to plug bach and attempt to complete said vrall abova Ihn otifsctlvu formation [it thorp Is more 
than one propose) to plug bach, the proposals will be considered In ascending order)

3. A proposal to deepen said wen In order to attempt a completion below the objective formation (If there la 
morn than one proposal to deepen, tbs proposals shall be considered in descending ardntj-

i A proposal to sidetrack the wait and

6. A proposal to ptug and abandon the well

_ . r provision! heroin. If during tha term of this agreement, a wsB to required to be drilled,
deepened! reworked, plugged back, sidetracked or recompleted or any other operation that may ha required in 
order to (1) continue a lease or leases In force amd effect, or (2) maintain a unitized area or any portion thereof In 
force and effacL or (3) earn or preserve and interest In and to alt and/or gas and other minerals which may be 
owned by a third party or sMch, falling In such operation, may revert to a third party, or (4) comply with an order 
issued by a regulatory body having Jurisdiction in the premises, falling in which certain righto would terminate, the 
Mowing shall apply Sboidd less than al parties hereto elect to participate and pay their proportionate pert of 
the coats to be Incurred in cueh operation, those parties desiring to participate strati haws tha right to da so at 
thsir sola cost, risk, and expense, Promptly Mowing the conclusion of such operation, tech of those parties not 
pvtidpstlng agree to execute and dsBvur on appropriate esuigraiwnt to the total Interest of each non-parttctpaUng 
pwty In and to the tease tosses, or rights, UUtTED TO TWE SRO UW DEPTHS, wfiioh would have terminated or 
which otherwise moy have bean preserved by virtue of such operation and In and to the tease, twees, or rights. 
LOOTED TO THE S/tO WET DEPTHS, whhln the balance of ttm drfDng unit upon which the waO was drifted 
axcopttng however watia therefore comptetsd and capable of producing In paying quantities. Such assignment 
ahal be delivered to the participating patties in the proportion that they bore the expense attributable to tne non- 
partidMting parties’ Interest For the purposes of defining a required operation under this provision, such 
operation wil be dswnad required if proposed within thirteen (13) months prior to tha data such rights weald 
terminate.

This Operating Agreement dated May fi, 2009 supersedes and replaces any currant Opacating Agreement covering 
tha contract area.

14
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1
2
3

4 This agrecnmt stall he binding upon and stall mure to the benefit of the panics hereto and to (her respective hens, devisees:

5 legal representatives, successors and assigns.

6

7
8

9

10 
It 
12

13
14

15
l<

ARTICLE XVI 

MISCELLANEOUS

This instruiTKB* my be accused m my number of counterparts, each of which shall be eenstdoed an original lor oD purposes.

IN WITNESS WHEREOF this agreement shall be cfleaivc as of_______ Mi rfavnf ■» (veari 2009

OPERATOR

MARBOB ENERGY CORPORATION

19

20 

21 

22
23

24

25

'fi*y ‘mJ/L

K2>

PITCH ENERGY CORPORATION

NON OPERATORS

THE ALLAR COMPANY

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49 
JO
51

52

53

54

55

56

57

58

59

60 

61 

62

63

64

65

66
67

68
69

70

YATES PETROLEUM CORPORATION EG3.INC

YATES DRILLING COMPANY ABO PETROLEUM CORPORATION

MYCO INDUSTRIES, INC CHESAPEAKE EXPLORATION LLC

NEARBURG EXPLORATION COMPANY LLC

DEVON ENERCY PRODUCTION COMPANY LP

LEGEND NATURAL GAS III L.P

15



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND

UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the SRO State 
Exploratory UNIT AREA County of Eddy State of New Mexico dated May 8th 2009 m form approved on 
behalf of the Commissioner of Public Lands and in consideration of the execution or ratification by other 
workmg 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 m unitized substances covering the lands within the Unit Area in which the undersigned may be found to 
have an oil and gas interest

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

EXECUTED this 29th day of June 20 09 

TRACTfS) See attached Exhibit B"

YATES PETROLEUM CORPORATION

Bv Av.^..v!bw^

Sharon Snowden, Attorney in Fact

YATES DRILLING COMPANY

Address IQS South Fourth Street 
Artesia. NM 88210

r

ACKNOWLEDGMENT
STATE OF NEW MEXICO )

) ss
COUNTY OF EDDY )

This instrument was acknowledged before me this 2£th_ day of Tuna 2009 by John A Yates Jr
Attorney in Fact of Yates Petroleum Corporation and of Abo Petroleum Corporation Net Mexico corporations on

'SSUSSf” xa^/7 .
NOMF FUUMMR OF NBW MEOOO Notarv Public

*T|- -nl i i,l i *»> °T

STATE OF NEW MEXICO )
) ss

COUNTY OF EDDY )
This instrument was acknowledged before me this 29th da\ of June 2009 by Peyton Yates 

Attorney in Fact of Yates Drilling Company a New Mexico corporation on behnlf of said corporation

OFFICIAL «AL

arouB iroirdiui of if* mmuco 

i. .............-a,, *
ETOfNeW MEXICO )

Notan Public *

) ss
COUNTY OF EDDY )

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

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

Notary Public
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Aj^PJ. FORA MODEL FORM OPERATING AGREEMENT 1^

ARTICLE XVL

1Ul RVcbu daO be tbO* apog tod Jail tan in da tatft of da proa Im rod m da* itspeam tail, 
imnKnaiim.iirnininoJ.aito.

IN WITNESS WHEREOF AboKonen JallhdbllnK f M. A—firov

OPERATOR

UAROOe ENERGY CORPORATION

Vni%L
K3>

PITCH KNEACY CORPORATION THEALLARCpMPAfiY

V PETROLEUM CORPORATION EO.II^r,,

NON OPERATORS

THE ALLAR COMPANY

YATES PETROLEUM CORPORATION

YATES DRILLING COMPANY ASO PETROLEUM CORPORATION

MYCO INDUSTRIES, INC CHESAPEAKE EXPLORATION LLC

4EARBURG EXPLORATION COMPANY LLC LEGEND NATURAL GAS 01LP

IEVON ENERGY PRODUCTION COMPANY LP

19
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OPERATOR

ynJHL.
-R2>

WON OPERATORS
men CNBRGY CORPORATION TUT ALLAH COMPANY
. A-------- ----------------

YATES F8TRCL£Ui CORPORATOR «3,0ec

YATES DRILUlfO COMPANY ASO PETROLEUM CORPORATION

MVCO MMI5I1UI1 OtC

NEARBURG EXPLORATION COMPANY LLC LEGEND NATURAL CAS III UP

OEVON ENERGY PRODUCTION COMPANY LP
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EXHIBIT “A"

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

Corporation, at at, as Non-Operators.

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

Township 26 South. Range 28 East, N.M.PM
ALL OF SECTIONS 3-4, 9-10, 15, 17, 20
Section 2: W/2
Section 5: W/2
Section 7: E/2
Section 8: E/2
Section 16: E/2EJ2
Section 18: E/2
Containing 7,360 acres, more or less

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

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

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

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

Yates Petroleum Corporation 
105 South 4*1 Street 
Artesia, NM 88210

Abo Petroleum Corporation 
105 South 4m Street 
Artesia, NM 88210

Yates Drilling Company 
105 South 4tt Street 

Artesia, NM 88210

Myco Industries, Inc 
105 South 4* Street 
Artesia, NM 88210

The Allar Company 
P. O. Box 1567 
Graham. TX 76450

Chesapeake Exploration LLC 
PO Box 18496 
Oklahoma City, OK 73154

TOTAL

19.477715%

16.856606%

13.028650%

6.663396%

6.663396%

6.663396%

20.162395%

10.484446%

100%

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

TRACT NUMBER DESCRIPTION OF LANDS ACRES SERIAL NUMBER

TOWNSHIP *5 SOUTH. RANGE EAg

1 Section 32: E/2E/2 160 VB-0575

2 Section 33: N/2 320 VB-0576

3 Section 33: S/2 320 VB-0569

EXPIRATION
DATE

BASIC ROYALTY
AND PERCENTAGE

LESSEE OF RECORD WORKING INTEREST OWNERS Wl Decimal Net Acres

8/1/2009 0.1875 yates petroleum CORPORATION Yates Petroleum Corp. 0.18322480 29.315968

ABO Petroleum Corp 0.04257430 6.811888

Yates Drilling Company 0.04257430 6.811888

MYCO Industries, Inc. 0.04257430 6.811888

Marbob Energy Corp 0.11959360 19.134976

Pitch Energy Corp 0.11959360 19.134976

Legend Natural Gas 0.21045550 33.67288

Devon Energy Production Company LP 0.23940960 38.305536

8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 0.18322480 58.631936

ABO Petroleum Corp 0.04257430 13.623776

Yates Drilling Company 0.04257430 13.623776

MYCO Industries, Inc. 0.04257430 13.623776

Marbob Energy Corp 0.11959360 38.269952

Pitch Energy Corp 0.11959360 38.269952

Legend Natural Gas 0.21045550 67.34576

Devon Energy Production Company LP 0.23940960 76.611072

8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 0.18322480 58.631936

ABO Petroleum Corp 0.04257430 13.623776

Yates Drilling Company 0.04257430 13.623776

MYCO Industries, Inc. 0.04257430 13.623776

Marbob Energy Corp 0.11959360 38.269952

Pitch Energy Corp 0.11959360 38.269952

Legend Natural Gas 0.21045550 67.34576

Devon Energy Production Company LP 0.23940960 76.611072



Exhibit A 1

Section 34 S/2 320 V 7085 7/1/2009 Prod 016667 MARBOB ENERGY CORPORATION Marbob Energy Corp 0 19505495 62417584
Pitch Energy Corp 019505495 62417584
Yates Petroleum Corp 0 07554945 24 175824
ABO Petroleum Corp 0 07554945 24175824
Yates Drilling Company 0075S4945 24 175824
MYCO Industries Inc. 0 07554945 24 175824
The Allar Company 0 30769230 98461536

TOWNSHIP 26 SOUTH. RANGE 2* EAST
Section 2 W/2 320 VB-0694 7/1/2010 01875 YATES PETROLEUM CORPORATION Marbob Energy Corp 019505495 62 417584

Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 0 07554945 24 175824
ABO Petroleum Corp 007554945 24175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc. 007554945 24175824
The Allar Company 0 30769230 98461536

Section 3 E/2 320 V 7438 7/1/2010 0 16667 The Allar Company Marbob Energy Corp 019505495 62417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 007554945 24 175824
ABO Petroleum Corp 0 07554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Allar Company 0 30769230 98461536

Section 3 W/2 320 V 7461 7/1/2010 016667 Yates Petroleum Corporation Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62417584
Yates Petroleum Corp 007554945 24 175824
AElO Petroleum Corp 007554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Allar Company 0 30769230 98461536

t

t



Exhibit A 1

Section 4 E/2 320 V 7439 7/1/2010 0 16667 The Altar Company Marbob Energy Gorp 019505495 62 417584
Pitch Energy COrp 019505495 62 417584
Yates Petroleum Corp 007554945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Allar Company 030769230 98461536

Section 4 W/2 320 V 7462 7/1/2010 016667 Yates Petroleum Corporation Yates Petroleum Corp 0 18322480 58 631936
ABO Petroleum Corp 0 04257430 13 623776
Yates Drilling Company 004257430 13 623776
MYCO Industries Inc 004257430 13 623776
Marbob Energy Corp 011959360 38 269952
Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company IP 0 23940960 76 611072

Sections E/2 320 V 7440 7/1/2010 016667 Legend Natural Gas III LP Yates Petroleum Corp 018322480 58 631936
i ABO Petroleum Corp 004257430 13 623776

Yates Drilling Company 004257430 13 623776
MYCO Industries Inc. 0 04257430 13 623776
Marbob Energy Corp 011959360 38 269952
Pitch Energy Corp 0 11959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76611072

Section5 W/2 320 V 7463 7/1/2010 016667 Yates Petroleum Corporation Yates Petroleum Corp 018322480 58 631936
ABO Petroleum Corp 0 04257430 13 623776
Yates Drilling Company 004257430 13 623776
MYCO Industries Inc. 004257430 13 623776
Marbob Energy Corp 0 11959360 38 269952
Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 210455S0 67 34576
Devon Energy Production Company LP 0 23940960 76 611072

£S~



Exhibit A 1

(

12 Section 6 E/2 320 V 7441 7/1/2010 0 16667 Legend Natural Gas III LP Yates Petroleum Corp 018322480 58 631936
UNCOMMITTED ABO Petroleum Corp 004257430 13 623776

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

13 Section 7 E/2 320 V 7465 7/1/2010 016667 Yates Petroleum Corporation Yates Petroleum Corp 018322480 58 631936
ABO Petroleum Corp 004257430 13 623776
Yates Drilling Company 004257430 13 623776
MYCO Industries Inc 004257430 13 623776
Marbob Energy Corp 011959360 38 269952
Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072

14 Section 8 W/2 320 V 7443 7/1/2010 016667 Legend Natural Gas III LP Yates Petroleum Corp 018322480 58631936
UNCOMMITTED ABO Petroleum Corp 0 04257430 13 623776

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



Section 8 E/2

Section 9 W/2

Section 9 E/2

Section 10 W/2

V 7466 7/1/2010

V 7444 7/1/2010-Prod

V 7467 7/1/2010 Prod

VB-0677 7/1/2010

320

320

320

320

Exhibit A 1

016667

016667

016667

0187S

The Allar Company

The Allar Company

Yates Petroleum Corp 018322480 58 631936
ABO Petroleum Corp 004257430 13 623776
Yates Drilling Company 004257430 13 623776
MYCO Industries Inc 004257430 13 623776
Marbob Energy Corp 011959360 38 269952
Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072

Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 007554945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 007554945 24 17S824
MYCO Industries Inc 007554945 24 175824
The Allar Company 0 30769230 98461536

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

Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 0 19505495 62 417584
Yates Petroleum Corp 007554945 24 175824
ABO Petroleum Corp 0 07554945 24 175824
Yates Drilling Company 0 07554945 24 175824
MYCO Industries, Inc 007554945 24 175824
The Allar Company 0 30769230 98 461536



Section 10 E/2

Section IS E/2

Section 15 W/2

Section 16 E/2E/2

Section 17 E/2

VB 0695 7/1/2010

V 7445 7/1/2010

V 7468 7/1/2010

V 7446 7/1/2010

V 7447 7/1/2010

320

320

320

160

320

Exhibit A 1

01875

016667

016667

016667

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

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

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

The Allar Company Marbob Energy Corp 
Pitch Energy Corp 
Yates Petroleum Corp 
ABO Petroleum Corp 
Yates Dnlling Company 
MYCO Industries Inc 
The Allar Company

019505495 62 417584
019505495 62 417584
0 07554945 24 175824
0 07554945 24 175824
0 07554945 24 175824
0 07554945 24 175824
0 30769230 98 461536

019505495 62 417584
019505495 62 417584
007554945 24 175824
007554945 24 175824
0 07554945 24 175824
007554945 24 175824
0 30769230 98 461536

0 19505495 62 417584
019505495 62 417584
007554945 24 175824
007554945 24 175824
0 07554945 24 175824
0 07554945 24 175824
0 30769230 98 461536

t

0 19505495 31 208792
0 19505495 31208792
0 07554945 12087912
0 07554945 12 087912
007554945 12 087912
007554945 12 087912
0 30769230 49 230768

100000000016667 Chesapeake Exploration LP Chesapeake Exploration limited Partnership 320



Exhibit A 1

24 Section 17 W/2 320 V 7470 7/1/2010 016667

25 Section 18 E/2 320 V 7448 7/1/2010 016667

26 Section 20 W/2 320 V 7450 7/1/2010 016667

27 Section 20 E/2 320 V 7473 7/1/2010 016667

Yates Petroleum Corporation Yates Petroleum Corp 0 35000000 112
ABO Petroleum Corp 005000000 16
Yates Dnlling Company - 005000000 16
MYCO Industries Inc 0 05000000 16

w Marbob Energy Corp 050000000 160

Chesapeake Exploration LP Chesapeake Exploration Limited Partnership 100000000 320

Nearburg Exploration Company Lie Nearburg Exploration Company LLC 100000000 320

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

v )

0P[



Exhibit A 1

RECAPITULATION

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

100%
IMMMSK

TOTAL COMMITTED ACRES 

TOTAL UNCOMMITTED ACRES 

TOTAL ACRES

7360
960

8320

Unit Working Interest
Marbob Energy Corp 018507511 1188 974488
Pitch Energy Corp 016016961 1028.974488
Yates Petroleum Corp 012379680 795 305384
ABO Petroleum COrp 006331485 406 752344
Yates Drilling Company 006331485 406752344
MYCO Industries Inc 0 06331485 406 752344
The Ailar Company 019158086 1230 7692
Chesapeake Exploration LLC 009962205 640
Nearburg Exploration Company LLC 0 04981102 320
TOTAL 100000000 6424 280592

Nearbuig ORI 0 00415092

Nearburg TA d to all parties proportionately
making new Wl

Marbob Energy Corp 0 19477715
Pitch Energy Corp 0 16856606
Yates Petroleum Corp 013028650
ABO Petroleum Corp 0 06663396
Yates Drilling Company 0 06663396
MYCO Industries Inc 0 06663396
The Altar Company 0 20162395
Chesapeake Exploration LLC 010484446
Nearburg Exploration Company LLC
TOTAL 100000000



THERE IS NO EXHIBIT “B" TO THIS DOCUMENT



EXHIBIT ‘ C w

CORAS 1884*1 ONSHORE 
Revised April 23.200* 
Recommended by the Council 
of tarotem Accountants Societies

1
2

3
4
5
6
7
8

9
10

11
12

13
14

15
16
17

18
19
20 

21 

22

23
24
25 
*>6
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55

56
57
58
59
60 
6J 
62
63
64
65
66

67
68

Attached to and made a part ofAftecftecf to a mode a part of that ctfta/o Joint Operating Agreement dated 
May 8, 2009, by and between Marbob Energy Corporation as Operator and Pitch Energy 
Corporation at at as Non-Operators,

ACCOUNTING PROCEDURE 

JOINT OPERATIONS

I GENERAL PROVISIONS

I DefloiUen

Jota Prepeity" dull bob the veal and personal property abject to the agreement to vrtocfc Oris Accounting Procedire branched.

Sofa Operations* doll mesa all operatksu necessary or proper for the development, operation, protection and maintenance of the 

Joirn Property

Tabu AccousT stall men fte account showing the dorses paid and credits received in da conduct of (he Jknsl Operations and which 

ere to he dared by the Parties.

"Operator" shaft naan da party designated to conduct (he .font Operations.

"Non-Opcratora" RnU am the Panes to (Ms agreement other than the Operator 

"Parties" shall mean Operator and Non-Operoters.

"First Level Scpervuors” shall mean those employees whoso pnmary food ion in Joutt Operations is (ho direct supervision of other 

employees oadfcr contract labor directly employed on the Jolni Property hr a Held operating capacity

Technics) Employee^* dan mean those employees having special and specific engineering, geological or other professional skills, 

and whoso pnmary function m Jotat Operations is the handling of specific operating cood liras and problems tor the benefit of the 

Joint Property

"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees.

"Material shall mean personal properly equipment or supplies acquired or held for use on the John Properly

"Controllable Matcnal" dafl mean Material which at the time is so classified to tbe Matcnd Classification Manual as most 

recently recommended by the Council or Petroleum Accountants Societies.

2. Statement and BHfiop

Operator shall bill NowOperatore on or betore the last day of each month for then proportionate share of the Joint Account tor (ho 

preceding month. Such bills will be accompanied by staterooms which Identify the authority tor expenditure, ieoso or feefkty and an 

charges and ««"*«»»» by appropriate classifications of investment and expenre except that items of Cootroflablc Material

and tmusael charge* and credits shall be separately identified and fiifiy described in detail

X Advances and Payments by Now-Operators

A. Unless otherwise provided for in the agreement the Operator may require toe Noo-Operaiors to advance their dare of estimated 

cash outlay tor the succeed ng months operation wttbi fifteen (15) days after receipt of tbe bifibig or by the first day of Ihc month 

tor which (he advance Es required, whichever is late Operator shall adjust each monthly billing to reflect advances received from 

(hcNoo-Qpeator&

D Each MofrOpemor daft pay Us proportion fall bills within fifteen 05) days after receipt If payment boo* roads whU nditiae, 
Ha unpaid hatoiceAan hear fatewri Monthly m the nnrae rate fneflhd nl Chase Manhattan Bank rathe first davof the month

in which delinquency occurs plus 1% or tbe maximum contract rate permuted by the applicable usury laws in the state in which 

the Joint Property is located, whichever Is the lesser, plus attorneys toes; conn costs, sad other costs in caonection with the 

coUccrioo of unpaid uarant*

4. Adjustments

Payment of any sort bills shall not prejudice the right of any Noo-Operator to protest or question the correctness thereof provided, 

however dl bills and niiiiamir rendered to Noo-Operatora by Operator during azqr catoufar year shall oondurively be presonted to 

bo true and correct after twenty-tour (24) months following the eod of any such calendar year unless within the said twenty-four (24) 
monib pored a Non-Operator tales written exception thereto end makes data on Operator tor adjudmcnl. No adjustment fovorable 

to Operator shall be ■»»* unless It s made wfdna tbe same prescribed period, the previa ons of this paragraph shall not prevent 

adjustments resaltng Dorn a physical inventory of Controllable Material as provided tor in Section V

COPYRIGHT © 1985,2004 by the Council of Petroleum Accountants Societies.
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corns 1984-1 ONSHORE 
Rntead April 23,2004 
RacoonMndtd bp Ihe Cowes 
of Pontoon Accountants SodcOn

1

2

3

4

5

6

7

8

9
10 
II 

(2
13

14

15

16

17

18

19

20 

21 

22
23

24 

23 

26

27

28

29

30

31

32

33

34

35

36

37

38
39 I

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

55

56

57

58

59

60 

61 

62

63

64

65 

66“

<7

<1

5. Audits

A- A Non-Operator upon notice in writing to Operator and olJ other Non-Operators, shall have the right to audit Operator's accounts 

and records ratoons * the Joint Account (hr any calendar >*ar wiiNn (he twenty-fern (24) month period Adoring (be end of 

Atch calendar year provided, however the making of on audit riutt nol emend (he time for the taking of written exception to and 

the adjustments of accounts as provided fir in Pougnph 4 of (Ms Section L Where (here ore two or more Non-Opcrauxs, the 

Noa-Operatofi shaft malm ovary reasonable effort to conduct a jourt audit tn a maimer which rifl result (o a minimum of 

inconvenience to the Operator Opendor shall bear no portion of (he Non-Operator* audit cost Incurred muter tins paragraph 

unless agreed u> by (bo Ojenior The audits shall not be conducted more than once each year without prior approval of 

Operator except upon the resignation or removal of the Operator and shall be made at the expense of those Non-Opcratcre 

approving loch audit

a The Operator shall reply M writing to an emSi report ritinn 180 doyssfler receipt of sach report

6. Approval By Noo-OpenUon

Whma on approval or other agreement of the Part res or Non-Operators is cxpimly required aider other sections of this 

Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary previsions In regard 

thereto. Operator stall notify aU Non-Operators of the Operator's proposal and the agreement or approval of a majority in tmcresl of (be 

Noo-Operator&ihaU be controlling on all Non-Operators.

IL DIRECT CHARGES

Operator dan charge (he Jond Account with dm ADoriag items:

I EcoJogtad and Environmental

Costs incurred Ar the benefit of the Joint Property os o resub of governmental or regabtrey requirements to satisfy 

environmental eonsHleraiions applicable to the Joint Operations Such costs may include surveys of an ecological or archaeological 

notrea and poflutioo control procedures as required try apphcaNc laws and regulations.

1 Rentals and Royalties

Lease rentals and royalties pMd by Operator Ar (ho Joint Operational

3. Labor

A. <t) Salaries aid wages of Operators fidd employees directly employed on the Joint Property in thecondaet of Joint Operations

(2) Salaries of First level Supervisors In the fidd.

(3) Salaries and wages of Tech area! Employees directly employed on the Joint Property f such charges are excluded Aom 

the overhead rates.

(4) Salaries and wages of Tocbetcol Employees erther temporarily or permanently assigned to aid directly employed in the 

Operatio or the Joint Properly ifsach charges ore excluded font the overhead cates

B Operator's cost of holiday vocation, sickness and disabfl ty benefits ond other cuaoraary alio trances paid io employees whose 

salaries and wages are chargeable to the Jomt Account under Paragraph 3A of this Section H Such costs endts this Paragraph 3B 

may he dunged on a *whea oad os paid bast* or by percentage assessment" on the of salaries and wages chargeable to 

the Joint Account under Paragraph 3A of (Ms Section !l If percentage assessment is used, the rate shall be based on the Operator's 

cost experience.

C Expenditures or contributions made puresam to assessments Imposed by governmental authority which are applicable to 

Operators coas chargeable co the JoteAccouil under Paragraphs 3A and 3P of ihrsSmfonB.

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

of this Section IL

4. Employee Benefits

Operator's current costs or established dans for ctaptoycaf greop life insurance, bogrtaluauoo, pention, retirement, stock iflitdmc, 

thrift, boau* and other benefit plans of a like nature, applicable to Operator's tabor cost dmpaMa to the Joint Accoua order Putagraph* 

3A and 3B of tins Section 0 skaS be Operator's actual cost not to exceed the percent most recently recommended Mr the Council of 

Pcudeua Accountants Societies.

70

2



CORAS 1964-1 ONSHORE
fated Aprfl 23,2004
Recommended by to Coincfl
of Pmteun AccounMs Socfefles

1 S.

2

3

4

5

6

7 6.

8

9

10 

It 

12
13

14

15

16 

17 

(8

19

20 

21 

22
23

24 7

25

26

27

28

29

30

31

32 8.

33

34

35

36

37

38

39

40

41

42

43 9

44

45

46

47

48

49

50 16

51

52

53

54

55

56

57

58 (I

59

60 

61 

62

63

64

65

66

67

68
69

70

Material

Motcrio) purchared or Anuhed by Operator for use oa the Jon Property ns provided Oder Sectfoo IV Only such Material shall 

be put bitted tor or transferred to the John Property as may be required for immediate use and ts reasonably praotlcol end eondacol 

with efficient and camoraicd operation. The occwxnlatw® of surplus stocks shall be avoided

Transportation

Trenspoflju cm of employees and Mstera! necessary for the Jofm Operations bul sulyect to the foi lowing inffhatlwwr

A. If Material Is mowed to the Jont Property ton the Operator's warehouse or other properties oo charge shall be ma/*r to the 

lond Account for a distance greater than the dhanco from (bo nearest reliable supply sore where like material is oonnatty available 

or railway receiving pond nearefl the Jam Property soles agreed to by the Parties.

B If surplus Malenol is mowed to Operator's warehouse or other storage point, no charge shall be •r^b to the Joint Account for o 

dutaaee greater than the distance to the acme* refobfe apply store where like materia) is normally available, or rail way 

recemog point nearest the Joist Property unless agreed to by the Parties. No charge shall be node to the Joint Account tor 

moving Motcnal to other properties belonging to Operator odes agreed to by the Parties.

C In (be appHcatkra of subparagraphs A end B above, the opnoo to equalize or charge octal trucking cos s vaBable when the 

actual charge is S400 or less excluding aceessonsl charges. The S400 will be adjusted lo the amount most recently recommended by 

l be Council of Petroleum Accountants Societies.

Sendees

The cost of conned service* equipment end tdililtes provided by outside source* except services excluded by Paragraph 10 of Section II 

and Paragraph i, a, and in, of Scctioe IN. The cost of professional consul lam rervtces end contract services of tech meal personnel 

directly engaged oa (he Joint Property if such charges are excluded from (he overhead rate* The cast ofprotossoael services

or contract services f technical personnel am (Erectly engaged oo the Joint Properly shall not be charged lo ihe Joint Account 

unless previously agreed to by the Parties.

Eqafpnent and FheMtles FiraMri By Operator

A. Operator shall charge the John Account tor use of Operator owned equipment and Ibdlrtres at rates commenanue with costs

of ownership and operation. Socb rates shall include costs of maintenance, repairs; other operating expense, insurance, taxes, 

depredation, nod mtacsl oa gross investment less accumulated deprectauoa not to exceed twelve percent i 12 %)

per annum. Such rates shall not exceed average comncnaal rates curreoily prevailing rolhc nunedtoie area of the Joint Property

B. fat lieu of charges 1 Paragraph 8A above, Operator may dm to use overage coatmcrda) rates prevailing id the mmediote area of 

the Jonti Property less 20%. Fra antoraotive equipment, Operator may elect to use rates pobUtired by the Petroleum Motor 

Transport Asodntion.

Damages and Losses to Joint Property

All costs or expenses neccsary ftr the repair or reptoeemett of Joint Property made necessary because of damages or losses incurred by 

Are, flood, storm, theft, trrirtrnt, or after cause, except those resulting from Operator's gross negligence or willftl misconduct 

Operator shall fitnrish Noti>Operator written notice of damages or losses incurred os soon as practicable after a report thereof has 

been received by Operator

Legal Expense

Expense of handling, investigating and settling fltigatan or data* discharging of liens, payment of judgments and amounts [aid 

for settlement of claims incurred In or resulting from operations under the agrecmeal or necessary to protect or recover the Joint 

Properly except that no charge for advices of Operators lap! rtalT or fees or expense of outside attorneys aboil be made unless 

previously agreed to by (be Parties. All other legs! espearo is cnntirtntd to be covced by (be overhead provisions of Section 111 

unless otherwise agreed to by (be Parties; except as provided in Seedoe I, Paragraph 3.

Taxes

All taxes of every land and mure niresacd or levied upon or in connection with ftc Joint Property the aperattoo thereof or the 

production (herefrom, and which taxes have been pah) by the Operator for the benefit of the Ponies. If dm ad valorem taxes are based 

(n whole or In port upon sop—t vNuitioos of each party's woritfog sourest, then aotwithtiandmg anything to the contrary hereto, 

charges so the Joint Account frail be made and pod by the Pasties hereto to accordance with (he tax valoe generated by each party*! 

working merest.
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Insurance

Net premiums paid far insurance required to be creried for die Joint Operations for the protection of the Parties In the event Joint 

Operations ere contacted ra a state in which Operator may act as selftnsurer for Worker's Compensation and/or Employers Liability 

under the respective stoic's tows, Operator may at ts election Include the risk under is self nsurence program ond in that event. 

Operator doll include i charge a) Operator's cost not to exceed manual sues

Abandonment and Reclamation

Costa incurred for abartaanment of the Joan Property Including costs required by governmental or other regulatory ouihonl 

Conmunlcatioas

Cost of aeqmftnj, leasing, ipfiatHne, operating, rcpeirt&g an) imhMafofog conumudcalion systems inctading radio and microwave 

facilities directly sennqi the Joutt Property In (be event cootmunfcsttoo feciliiiesfeystems serving the Joint Property are Operator 

owned charges to the Join! Account doll be made as provided ra Parapaph 8 of this Section !L

Other Expenditures

Any other expenditure not coveted or dealt with ra the foregoing provisions of this Section fl, or in Section in and wMcb is of direct 
benefit to the Joint Property and is incurred by the Operator n the necessary and proper conduct of fee Joint Operations.

1IL OVERHEAD

Overhead Drilling and Producing Operations

As compensation to adsunstnl «. supervision, office services and warehousing costa Operate Shall charge drill at and 

produemg operations an caber

(X ) Fixed Rate Basra, Paragraph!A, or 

( ) Percentage Basis, Paragraph IB

Unless otherwise agreed to fay the Panic* such charge doll be in Hcu of costs and expenses of aU offices and stories or wages 

pins applicable burdens nod of all personnel, arcepl those dncctly ctengcable under Paragraph 3 A, Section IL The cost

and fryMwy of services from outside sources m conoeclioa with matters of taxation, traffic, armunnng or manes before or 

nvolving governmental ugeneies dial! he considered as included in the overhead rales provided to fn the above refected Panpafdi 

qflln3 Stithy Tft »ni»— fm* ma and wrpentg ore agreed to fay the Panics as o direct charge to the Joint AccowL

IL The stories, wages and Personal Expenses of Technical Employees tid/or the cost of professoral consultant services and 

contract services of technical personnel ifircetly employed on the Joint Property*

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

ili The stones, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services and 

contract services of technknl personnel either temporarily or permanently assigned to and directly employed m the operation of 

the Joint Property

( X ) shall be covered by the overhead rate* or 

( ) shall not be covered by the overhead rates

A. Overhead Fixed Rue Basts

(1) Operator shall charge the Joint Account at the following itaes per welt per month:

Drilling Well Rate S 6000.00-------------------------------------------

(Prorated to less Hum o fMl moiih)

Producing Well Bate* 400-00

(2) Application of Overhead Fixed Rate Bass shall be a* follows:

(a) Drilling Well Rate

(1) Charges for drilHng wells shaR begin on (be date the well is spudded ond tonnlnate on the date the anting 

rig, comjJeOim rig, or other units used ro eomptetan of the oefi is retorted, whichever is later except that no
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charge shall be mode during snspaukm of driKng or compkOao operations ibr fifteen (15) or more

(2) Chaises for wells undergoing any type of wmfcovcr or recompletioo ibr a period of ft % (5) consecutive woik days 

or more shall be node at the drilling wdl rata Such charges gall be applied fir the period from date 

workover operations; wiib rig or other anils used in workover commence through dam of rig or other mat 

release, except that no charge rial) be node during suspension of operations ibr fficeu (IS) or more 

consecutive calendar days.

(b) Producing Wed Rates

(1) An active well either produced or fq|ecKd into ibr any poruoo of the month shall be considered as o one-weft 

dago fiv the entire mosdu

(2) Each octive completion in a mailKomptaed wdl la which production is not coouxiogltd down hole rial) 

be considered es a one-wdl charge providing each completion is considered o separate trait by Ike 

governing regulatory uuthonty

(3) An ioaclhc gas wdl Shut in became of overproduction or tail rat of purchaser to take tho production dull

be eonsdered as o ooorarall charge providing the gas wdl i$ dtrerily connected to a peniHneai sales ootiet.

(4) A one*wdl charge shall be made for the month in which plugging ond abandonment operations ore completed oa 

any wdl This one-wen charge shall be made whether or not tho well has produced except when drilling wdl 

rate apples

(5) All other inactive wells (including bri oot limited to inactive wefts covered by amt allowable, lease 

allowable, transferred allowable, etc.) shall not quality Car ao overhead charge.

(3) The weO rales stmtl be adjusted a of the first day of April cadi year fbflowiog the effective date of the agreement to which 

this Account ng Procedure is aueched by the percent increase or decrease published by COPAS.

B. Overhead Peremage Basis

(1) Operator rial) charge (he Joint Account at the fbilowing rates

(a) Development

_________ Percent r %l of die cost of development of the Joint Property cxdusvc oreosts

provided under Paragraph 10 of Section Rand att salvage credits.

(b) Operating

Percent (%) of the cost of openmnj* the Jd*t Property exclusive of costa provided 

under Paaffnpks 2 aid 10 of Section U, oil salvage credit* the value of iqfoctcd robflonces purchased Ibr 

seconhuy recovery and an taxes sad assessments which are levied, assessed and poh) upon the ouneral interest la 

and to the John Property

(2) Appbeotioo of Overhead Percentage Basis shall be os IbOoww

Pbr the psrporo of determining charges on percentage basis odder Paragraph IB of this Section III development shall 

include all costs fo connection with drilling, redriMa& deepening, <* ony mmedial operations on any or all write involving 

the use of drifting rig oad crew capable of drilling to the producing oterval oa the Jond Property also, prehmtamy 

expenditures necessary m preparation for drilling aad expenditures incurred m abandoning when the well is not completed 

as o producer and original cost of construction or kuudloimx of fixed assets, the expansion of fixed assets and any other 

pntieet ckxity as a fixed asset, except Major Construction as defined in Paragraph 2 of this Section III All

other coste shall be couriered as operating.

Overhead Major Coasfrastle»

To Operator fir overhead cosu htenned In the conaructrOD and testafiilkm oT fixed usd* the expansion of fixed asset* and

any other project clesity wuMe as a fixed asxt required fin the development and operxriou oftbe Jomt Property Operator staD 

either o rate pnar to the beginning of conshuetioa, or shall charge the Joint Account for overhead based on the folio wing rates

(br any MaiorCoasiniciiaapcqiccltu excess ofS25J00ri0 .

A. 5 HoffgwSt(KM»0 or total con iftesxphn

& 3 K of costs In excess of5100.000 bet less than $1 OOOJMO.phg

C 2 krfcflfltteeicegcfSUIOmOO.
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4

Total cos shall moan the gross cost of any one project For (be purpose of thb paragraph, the couponed parts of a single prefect shall 

om be utaied separately and the coa of drilling ood workover wells and artificial I ft equipment shall bo excluded

Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event f expenditures resulting from a single occurence due to oil spill 

blowout, explosion, (be, sonn, humane, or other catastrophes as agreed to by the Parties, which are necessary to restore (be Jouu 

Properly to the equivalent condition that existed prior to die event caasng (be expenditures, Operator shall either negotiate o rate 

prior to charging the Jomt Accoaat or shall charge (he Joint Account for overhead based on the fallowing rates;

A. 5 % of total cofls through SIOOlOQQ: ete

B 1 Hoftotalcofla in excess of 5(00.000 tafl leu than 51,000,000' plus

C 1 ItoftotalcostsittiatcenofSI OOftJOOO

Expenditures sutyed to (be overheods above will not be reduced by nsurance recoveries; and no other overhead provisions of Oris 

Section 111 dnll apply

Amendment of Ratos

The overhead rates provided fir to this Section 111 may be amended faun tram to ume only ty mutant agreement between the Parties hereto 

C m practice, the rales ore firaad to be fnsufftciciu or excessive.

W PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator Is responsible for Joint Account Material and shall crake proper and timely charges and credits tor alt Material movements affecting the 

Joint Property Operator Rail provide alt Material fbr use on (he John Property however at Operator's otaion, such Maienal may be supplied 

hy the WoD-Openior Operator shall mM body dopostkm of idle and/or surplus Material, such tfiqpoal bang made other through ale to 

Operator or Non-Opcnuoii dimaoo in kind or sale to otusden. Operator my purchase, but shall he under no obligation (o purchase, interna 

of Non-Operators in surplus condition A or B Material The disposal of strpius Controllable Material nm purchased by the Operator shall be agreed 

to by (he Parlies.

I Purchases

Material pwrha<"ff shaft he charged at dm price paid by Operator after deduction of oil discounts received fa ease of Material fend 

to be defective or relumed to vendor for any other reasons, ered \ shall be piffled to the John Account when adjustment has been received 

by the Operator

2. Transfers and Dispositions

Moreno! (kroichcd vs dm Joint Property nod Matenol transferred lion the Joint Property or disposed of by the Operator unless 

otherwise agreed to by (he Partes, shall he priced on the following basis exdusvc ofcosh dncnmuc

A. New Matenal (Condition A)

(l) TtibaterGoodsOiheUbanUcmPlpe

(a) Tutndar goods, steed 2 3/8 inches OD and larger except Ihm pipe, shaft be priced at Eastern prill published carload 

base prices effective as of date of inovoineiil plus transport anon com using (he 80,000 pound carload weight basis 

to the railway receiving pooM nearest (ha Joint Property for which published nil rales fbr tubular goods exist If dm 

80,000 pound rail arte (a out offered the 70,000 poind or 90400 pound tail rate may ha used Freight chargee 

for uriang win be calculated ftem Lonnn, Ofaro and castng from Yomgstown, Ohio.

(b) For grades wMeb ore special to one mfD only prices shall be computed at dm min base of that uriD plus (ramportadoo 

cost from that mill to the railway receiving point aeavesi (be Jon* Property as provided above in Paragraph LA.(1)(a). 

Fbr imnspoibiUon cost ftom points other dura Eastern mills, dm 30000 pound Oil Field Hratas Association inreraiate 

tvude rate rimll be osed.

(0) nyf finfah tubular goods shall be pneed m ibe lowca published oat-cf-stock price. CoJl Houston, Texas,

plus tnnaportotian com. asts Oil Field Hooters Association laterstte 30400 pound track rate, to the railway receiving 

point nearest (he JoHU Property

(d> Macaroni tubing (na> toss fona 2 3/8 inch 00) shaft be pneed at te lowest published ctt-of-Hock pnees Cah fee 

fjyt.** p]Q$ mfflpttiuha lafag (bo Oft Field Rasters Assodafn ortmsste track rale per wogld of 

tubing irmufened, to the railway receiving point nearest (he Joint Pnqmy

&r6



4

5

6

7

8
9

10

11
12

13
14

15
16
17

18

19

20 

21 

22
23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

COPAS 1984-1 ONSHORE
Rated April 23.2004
Rwomrncnded by the CmnoB
of fluMeum Accowaarts Sodrtas

(2) Urn Pipe

fe) Line pipe movements {except see 24 Inch OD and larger wnb walls * nth and over) 30,000 pwnte or mom 

stall be pneed under provisions of ttfcular goods pricing In Paragraph A/IXa) as provided above. Bright chorges 

shall bo calculated fimn Lorela, OJrfo.

(b) Utc Pipe movements (except size 24 inch OD aad larger with walls % inch and over) (css that 30,000 pwMf

shall be priced at Eastern mill published carload base pnees effective as or date of shipment, plus the perceot most

meontly recommended by COPAS plus transportation costs based an freight riles as set forth muter provisions of 

tutelar goods pioag In Paragraph Ml )W « provided above. Freight charges dull be calodatcd Com Lorain, Ohio.

(c) Um pipe 24 Inch OD and over and b Inch wall end larger stall be prided CoJl the point of —in&rttMi qj cuncel

nnw published prices plus iransportalos cott to die railway receiving potnl neatesi the Joint Properly

(d) Line pipe, including fofancafed boo pipe* drive pipe and condoit not hwed on published pnee lists (tail be priced el 

quoted prices plus freight to (bo rnflwqr reedving point nearest the Jomf Property or ai prices agreed to by the Portiea

(3) Other Material doll bo priced si the canon new price, in effect at date of movement, as listed by a reliable supply sure 

nearest the Joint Property or point of mansfoctwv, p!o transportation costs, if applicable, to the railway reccivnig pomt 

nearest the John Property

(4) Unused new Material, except tuhtdsr goods, moved (com the Jond Property shall be priced si the cuneta oew pricey m effect 

<a date of movement, as tided by o reliable supply sore nearest the Jotal Property or pomt of manuftcure, phis 

transportation costs, If applicable, to the railway receiving polnl nearest the John Property Unused new tubulars anil fac 

priced as provided above In Paragraph 2JL(I) and (2).

B Oood Used Material (Condition B)

Material Ib sound and serviceable condition and so table for reuse without reconditioning:

(1) Material moved to the Joint Property

At seventy-five percent (75%) of current new pnee, os determined by Paragraph A.

(2) Material used cm and moved Bom the Joint Property

(a) At seventy-five percent (75%) of cunenl new (nice, as determined by Psragraph A, If Material was onginally 

charged to the Joint Account as new Material or

(b) AI sixty-five percent (65%) of current new price, as determined by Paragraph A. ir Material was angmaRy charged 

to (be Jamt Accoent os used Materia)

<3) Material not used on and moved from the Join] Property

At serenty-fivo percent (75%) ofcuntm new price as determined by Paragraph A

ThecoaofrecottSuonmg, fany shall be absorbed by the transferring property

C Other Used Material

(1) Condition C

Material which is not in sound and sorviceab) condition and not suitable for <u ongbal Ibacdon until after 

rtccsdl turning stall be priced at fifty percent (50%) of current new pnee as detetmCned by Paragraph A. The cos 

of reconditioning ikalJ be charged to the reedving property provided Condition C value plus cost of rccondhtalag 

does not exceed Condition B value.

(2) Condition D

Mstcnal, osrfcidlag jutik% no longer soluble for its ariginri purpose, but osabte for some other purpose staD be priced 

on a tests commensurate vrith Us use. Operator may dispose of Condition O Material under procedures normally 

used by Operator without prior approval cTNaa-Operators.

(a) Caring, totting or drill pipe used as line pipe shall be priecd as Grade A and B seamless Ime pipe of comparable 

size and freight. Used casing, tnbmg or drill pipo otiHzod as Hoc pipe shall be priced at used line pipe prices.

(b) Cft&ng, tatting or drill pipe usd ns higher pressure service lues than standard One pipe, eg. power ml Una, stall 

be pneed voder normal pricing procedures for easing, tubing, or drill pipe Upret tabular goods stall be priced 

on a non upset bass.
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(3) Condition E

ink skull be pnccd ol prevailing pices. Operator my dispose of Condition E Material under pran’tontt raraolty 

utilized by Operator without poor approved of Noi>OperafcBS.

D Obsolete Motenal

Material wNeb is serviceable and usable tor its original fraction but condition and/or vaiae of such Material fs not 

equlntatt to (tat which would j'nSify a pace as provided above moy be spectally priced as agreed to by the Parties. Such 

price timid terati in the Jram Accoont being charged with the nine of the service rendered by such Matcnat.

E Pricing Conditions

(I) Loading or unloading costs may be charged to the Joint Account at the rale of twenty-five cents (23d) per handled 

weight os nil tubular goods movements^ In Hen of acton) loading or mouadhij costs sustained at the pairing point 

The above rate shall bo adjusted as of the first day of April each year fbHovring January 1 1985 by the same 

percentage Increase or decrease used to adjust overhead rates in Section Ilk Paragraph | A^3). Each year the 

rue calculated tin!! bo rainded to the nearest cent ond shall be tire rate in effect until Ike first day of Apnl next year 

Such rae shall be putttshod each year by Ike Coueei) of Peirefevm Accountants Societies.

(2) Material involving erection costs shall be charged si qipticaMe percentage of (he current knockcd-down price of 

new Material

3 Premium Prices

Wkcamcr Material Is not readTy obtainable at pobfufaeri or listed prices because of strikes or other gw***"1

causes over which toe Operator has no control the Operator may charge the Joint Accoont tor toe required Material at Ike Operator's 

octal cost incurred in providing such Malerut, m making il satiable tor use, ond in moving ft to toe Joim Property provided 

notice in writing to flunished ro Non-Operators of the proposed charge prior to billing Non-Operators for such Material Each 

NoaOpenior shall have toe right, by so electing and notifying Operator witotn ten days after receiving notice Iron Operator to torn to 

m kind afl or port of Ins share of sacb Matcrtal statable tor ere aid acceptable to Operator

4 Warranty of Material Furnished By Operator

Operator docs not warrant the Material famished. to case of defective Matcnat, credit shall not be passed to (he John Account 

until sdjasrmcnt has been received by Operator from (be monafretarersor ihar gents.

v inventories

The Operator shall mm stain detailed records of Controllable Material 

I Penodk Inventories, Net fee tad Representation

45 At reasonable interval^ inventories shall be utkat by Operator of (be Jon* Account CorxioUoWc Material Written notice of intention to

46 lake inventory shall be given by Operator at feast thirty (30) days before any Inventoiy is to begin so that Non-Operators may te

47 represented wtea any inventory is rakes. Failure of Nan-Operators to be represented at an laventory shall Had Noo-Operators t accept

48 toe inventory taken by Operator

49
50 2. ItoceocWatloa and Adjurtam f Inventories

51

52 Adjustments to toe J hn Account vesaliing Own toe reconciliation of a physical Inventory shall be made wiihi sis months (fallowing

53 the taking of the inventory Inventory adjustments shall be made by Operator to toe Jon* Account fbr overages and shortages, but,

54 Operator shall be beU accountable only for shortages due to lack of reasonable dBigcnco.

55

56 3. Special Inventories

57

58 Special inveotoncs may be lakes whenever there to any aria, change of interest, or change of Operator la toe Joint Property it skaU bo

59 toe duty of the party setting to notify att other Praties as quickly as pa^bte after (be transfer of interest takes place. In such cases, both

60 toe seller end the prachoser tooD be governed by cneh inventory In cases involving a change of Opcraloi; all Parties sball be governed

61 by sucta Inventory

62

63 4. Expense of Conducting Inventories

64
65 A. Hr expense of conducting periodic arveatones shall not be charged to the Joint Aceoaniimtess agreed to by the Parties.

66
67 B. The expeue of conducting special inventories tool) be charged to toe Parties requeuing such mventones, except Inventories

68 required due to change ofOpenitor shall be charged to toe Jctni Account

69 
79
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EXHIBIT “D’

Attached to a made a part of that certain Joint Operating Agreement dated 
May 9, 2009, by and botwoen Uarbob Energy Corporation, as Operator and Pitch Energy 

Corporation etal, as Non-Operators.

1 OPERATOR shall at all times while conducting operations hereunder 
comply with all Workers Compensation and Occupational Disease Laws 
including the United States Longshoremens 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 ail 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 pintiy 
owned properties and operations as It deems necessary to protect itself 
against claims and damages and all insurance policies shall be endorsed 
to provide that underwriters and insurance earners of co-owner shall not 
have any right of subrogation against OPERATOR and other co-owners

It is provided that in the event Operator should elect to carry well control 
insurance then prior to the dnllmg of any well hereunder if any co-owner 
hereunder so elects to be included as an insured^ under Operator's policy the 
Operator shall advise said co-owner of its anticipated share of the premium for 
same Co-owner shall then advise Operator whether or not it elects to be named 
as an insured under the policy and co-owner shall be responsible for its 
proportionate share of the policy premium



EXHIBIT “E”

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

Corporation etal as NorpOperators.

GAS BALANCING AGREEMENT

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

In accordance with the terms of the Operating Agreement each party thereto has the right to take 
its share of gas produced from the Contract Area and market the same. In the event any of the parties 
hereto collectively owning participation percentages of less than 50% are not at any time taking or 
marketing their share of gas or have contracted to sell their share of gas produced from toe 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 Curing the period or periods when any parties hereto collectively owning participation 
percentages of less than 50% have no market for their share of gas produced firm any proration unit 
within the Contract Area, or their purchaser does not take its frill share of gas producing from such 
proration unit, other parties collectively owning participation percentages of more than 50% shall be 
entitled to produce, each month 100% of the lesser of (a) allowable gas production assigned to such 
proration unit by applicable state regulatory authority or (b) the delivery capacity of gas from such 
proratlon 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) lts share of allowable gas production All parties 
hereto shall share in and own the liquid hydrocarbons recovered from such gas by lease equipment in 
accordance with their respective interests and subject to the Operating Agreement to which this 
agreement is attached but the party or parties taking such gas shall own all of the gas delivered to its or 
their purchaser

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

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

4 After notice to the Operator any party at any time may begin taking or delivering to its 
purchaser its full share of the gas produced from a proration unit under which it has gas in place less 
such party's share of gas used In operations, vented or lost In addition to such share, each party 
including the Operator until it has recovered its gas in place and balanced the gas account as to its 
interest shall be entitled to take or deliver to its purchaser a share of gas determined by multiplying 50% 
of the interest In the current gas production of the party or parties without gas In place by a fraction the 
numerator of which is the interest in the proratlon unit cf 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 take or deliver to its purchaser Its full share of the allowable gas production to meet the 
deliverabllfty 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 wtil 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 tor the 
delivery of a volume of gas equal to that for which settlement is made. For gas, the price of which is not 
regulated by federal state or other governmental agencies the price basis shall be the price received for



the sale of the gas. For gas the price of which is subject to regulation by federal state or other 
governmental authorities the (vice basis shall be the rate collected from time to time, which is not 
subject to possible refund as provided by the Federal Energy Regulatoiy Commission or any other 
governmental authority pursuant to final order or settlement applicable to the gas sold from such well 
plus any additional collected amount which is not ultimately required to be refunded by such authority 
such additional collected amount to be accounted for at such time as final determination Is made with 
respect hereto

7 Notwithstanding the provisions of it is expressly agreed drat any underproduced party
shall have the optional right, with respect to each proration unit, to receive a cash settlement bringing 
such underproduced party's gas account into balance at any time and from time to time prior to 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 fdewing 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 TJ6 The option 
provided for in this paragraph may be exercised from tame to time but only one time in each calendar 
year r

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

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



EXHIBIT *F'

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

Corporation atal as Non-Operators.

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

1) The Operator will not discriminate against any employee or applicant for employment because of 
' race color religion sex or national ongin The Operator will take affirmative action to ensure that

applicants are employed and that employees are treated during employment without regard to 
their race color religion sex or national origin Such action shall include but not be limited to 
the following: Employment, upgrading demotion or transfer recruitment or recruitment
advertising- layoff or termination rates of pay or other forms of compensation and selection for 
training including apprenticeship The Operator agrees to post in conspicuous places, available 
to employees and applicants for employment, notices to be provided setting forth the provisions 
of tfss nondiscrimination clause

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

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

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

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

6) In the event of the Operator's non-compliance with the non-discnminabon 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 m part and the Operator may be declared ineligible for further Government 
contracts or federally assiked 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 win include the provisions of paragraphs (1) through (7) In every subcontract or 
purchase order unless exempted by rules, regulations, or orders of the Secretary of Labor issued 
pursuant to Section 204 of Executive Order 11246 of September 24 1965 so that such 
provisions will be binding upon each subcontractor or vendor The Operator will take such action 
with respect to any subcontract or purchase order as the administering agency may direct as a 
means of enforcing such provisions including sanctions for non-compliance provided, however. 
that in the event the Operator becomes involved in or is threatened with Gtigation with a 
subcontractor or vendor as a result of such direction by the administering agency the Operator 
may request the United States to enter Into such litigation to protect the interests of the United

Operator acknowledges that Operator may be required to file Standard Form 100 (EEO-1) promulgated 
Jointly by the Office of Federal Contract Compliance, the Equal Employment Opportunity Commission and 
Plans for Progress with the appropriate agency within 30 days of the date of contract award if such report 
has not been filed for the current year and otherwise comply with or ffle 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 Rides and Regulations approved by the Secretory of Labor under 
authority of Executive Order 11246 and supply each other party hereto with a copy of such program if so 
requested.



CERTIFICATION OF NONSEG REGATED 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, aid 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 breech 
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 tone docks, locker rooms and other storage or dressing 
areas parking lots drinking fountains recreation or entertainment areas transportation and housing 
facilities provided for employees which are segregated by explicit drecbve or are in fact segregated on 
the basis of race color religion or national origin because of habit, local custom or otherwise Operator 
further agrees that (except where Operator has obtained identical certifications from proposed contractors 
and subcontractors for specific time periods) Operator will obtain identical certifications from proposed 
contractors and subcontractors prior to the award of contracts or subcontracts exceeding $10 000 00 
which is not exempt from the provisions of the Equal Opportunity clausa The certification may be 
submitted either for each contract and subcontract or for al contracts and subcontracts dunng a penod 
(i a quarterly semiannually or annually).


