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OPERATING AGREEMENT

THIS AGREEMENT entered Into by and between Marbob Enornv Corporation

— ■ -- . hpanaflar degonflted and
refond to as "OpHalnr" and Ihe signatory party or parties other than Opentor aonHtimes hereinafter referred to individually herein 

at Non-Operaior” and collectively os "Non-Operalojs"

WITNESSETH

WHEREAS the parties lo das agreement are owners of ell and sat leasts ondfor oil and gat interests in die bad tdendfled in 

Exhibit A* and the parties hereto have reached an ngmrjnent to explore end develop these lease* andfor oil and gas interests for the 

production of oil and gas to the extent and at bcremafler provided

NOW THEREFORE, it is agreed as follows:

ARTICLE L 

DEFINITIONS

Ax mad HI thk agreement- the following monk rail tfmn «h»1l have the nicanmplien acrritv-0 to ll-w.

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

and otha- marketable subsutnecs produced therewith, unless on intent to limit the mdstveness of this term is spectftcally staled.

B. The terms oO end gps lease" lease” end "leasehold" shall mean the od end gas leases covering tracts of land 

lying within the Contact Area which are owned by din parties to tins agreement

C. The term oO end gas Interests" shall mean onleascd foe and mumal inteests m tracts of lend lying within the

25 Contract Arcs which are owned by parties tc thif agreement.

26 D The tom “Contract Area** staB meae all of the lands, oil aad gas leasehold ndmest and oi and gas interests intended to be

27 developed and operated fbr oil nnd gas puiposer under this agreement Such lands, oil and gas 1 esehold interests and oil and tjts interests

28 are described in Exhibit A

29 E. The term drilling unit shall mean the area fixed for the drilling of one we I by older m tide of any «*at* or

30 federal body he log authority If a drilling unit is not fixed by any such rule or order a drilling us shall be Ihe drifting unit as establish-

31 edby the pattern of drilling m the Contract Area or as fixed by express agreemon of the Drilling PartKS.

32 F The term dnllsite' shall mean (he oil and gas lease or interest on which a proposed well is to be located.

33 G The terms "Drifting Fatly and Consenting Potty" stall mean a patty who agrees rojois in and pay Hastate of the cost of

34 any operation conducted under the [revisions of this agreement.

35 H The terms “Non-Drifting Patty" and Non-Consenting Patty shall mean a party who elects not lo participate

36 m a proposed operation.

37

38 Unless the context otherwise clearly Indicates, words used In the singular me hide the plural, the plural includes dm

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

40
41 ARTICLE II.

42 EXHIBITS

43

44 The following odrilnli. as indicated below and attached hereto, are Incorporated in and made a port hereof

45 63 A Lxhftnl A shall include the following information:

46 (!) Identification oflands subject to this agreement,

47 (") Rcstncuons, ifany as to depths, formations or substances,

48 (31 Percentages or fractional Interests of parties lo tlxs agreement

49 (4) Oil end gas leases and/or oD end gas Interests subject lo ihn agreement.

50 (3) Addresses of patties for notice purposes.

51 □ B Exldlm“B" Fonn of Lease.

52 B C Exhibit “C Accounting Procedure

53 0 D Exhibit “D" Insurance

54 0 E. Exhibit E" Gas Balancing Agreement

55 0 F Exhibn “F" Noo-Oiscrimlnatian and Certification orNon-Segregsted Facilities.

56 □ G Exhibit “G" Tax Pmtnerehip

57 If any provision of any exhibit, except Exhibits E** and **0" is mcoimaeat with any provision conlalnott in the body

58 of lids agreement, the provisons in Ihe botfy of this agreement stall prevail

59

60 

61
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1 ARTICLE III.

2 INTERESTS OF PARTIES

3

4 A. Oil nod Cos Interests*

1
6 If any party owns an oil and (as interest in the Contract Ana, that interest stall bo treated for all piip«« oF the agreement

7 and during the term hereof as if It were covered by the form of oil and gas lease attached hereto as Printm “B" and the owner thereof

8 shill be deemed to own both the royalty mtcrca reserved in such lease and the tnterca of the lessee thereunder

9

10 B. Interests of Parties in Costs and Production:

11

12 Unless changed by other provisions, all costs and BaWtlies metered in operations n*t this agreement shall be home and

13 paid, and all equipment and materials acquired ta operations on the Contract Area dtall be owned, by the parties as their interests ere set

14 forth a Exhibit A In the same manner the parties stall also own all production of oil and gas boat the Contract Area adject to the

15 payment ofnnmlncs to the extent of 1/6which shall be home as heremafler set forth.

Id

17 RqpnOess of which Italy has contributed the kasefs) andfor ml and gas ittercstfs) hereto on winch royalty is doe and 

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

19 cansc to be paid or delivered, to the extent of Its interest m such production, the royally amount stipulated heremobove ttnd shall hold the

20 other parties Ihee from any liability therefor No party stall eves be responsible, however on a price hosts higher than the price received

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

22 receive settlement on a higher price basis, the parly contributing the affected lease stall bear the additional royalty burden attributable to

23 such highly price

24

21 Nothing corflained in Util Article III B shall be deemed an assignment or cross-assignment of interests covered hereby 

26

27 C Excess Roynttka Overriding Royalties and Other Payments

28

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

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

31 burdened shall assume and alone bear all such excess obligations and shall indemnify and hold (he other parties hereto taintless Dorn any

32 and all claims and demands for payment asserted by owncex of such excess btndca

33

34 D Subsequently Created Interests:

31
36 If any party should hereafter create an overriding royalty production payment or other burden payable ran of production

37 attributable to ns working interest hereunder or if such a burden existed prior to this agreement and is not set forth m Exhibit A or 

3g was not disclosed in writing to all other parties prior to the execution of (his agreement by all pasties; or is not a jointly acknowledged and

39 accepted obligation of all parties (my snch interest bang hernia Iter retimed to as subsequently created Interest" irrespective of the

40 tnrang of Is creation and the petty oat of whoso working itduut the subsequently created interest is derived bang bereuniler reTened

41 loos burdened party"!, and

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

44 of its working interest andfor the production attributable thereto, said other party or parlies, shag receive said assignment and/or

45 production free end dear of said subsequently crested interest and the burdened party shall indenuxly and save aid other party

46 or parties, harmless from any and all claims and demands Sir payment asserted by owners of the subsequently crested attcrest,

47 ant

48
49 2 If tbc burdened party foils to pay when due. us stare of expenses chargeable hereunder all provisions of Article VII.B stall be

50 enforceable ngnmu the subsequently created interest i the same manner as they are enforceable against the working interest of

11 the burdened party

12
]} ARTICLE IV

54 TITLES

11
16 A. Title Examination:

17
18 Tide examination stall he made on the dnllsite of any proposed weft prior to commencement of doffing operations or if

19 flto Drilling Parties so rcqocst, titlo csammaoou shall bo made on the leases andfor oil ond ggs interests inchatod, or planted to be mchid-

60 cd, in tbc dritGng und mound such well. Tbc opinion will include the ownerdtip of the working interest, minerals, royalty ovemdmg

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

62 gas intoests to the dridstte, or to be raobded m such dnftlng rath, stall ftmtish to Operator all abstraots (incbnftng federal lease status

63 reports). Idle oplmons. tllle papers and curative material In its possession free of charge AD such ndontnlmn not m the possession of or

64 made available to Operator by the parties, but necessary for the examhKUinn of the title, shad be obtained ty Operator Operator shall 

61 cause title to bo «ra™n«vt by attorneys on Its staff or by outside aBomeyx Copies of ad Idle opmtons stall be famished to each party

66 hereto. The cost Inclined by Operator mtHi title program stall be borne as fbUows:

67
68 □ Option No. I Costs incurred by Operator m procuring abstracts and title cxammation (htrhnhng preCmmaiy supplemental.

69 shut-in gas royally opinions and division order lido cpnuons) shall be e pert of the administrative ovotheod as provided ut Exhibit **C"

70 and shall not bo a direct charge, whether performed by Operator's statifattonteys or by outside attorneys.

2



ARTICLE IV 
con tinned

1 ® Option No. 2. Costs btcuired by Operator m procuring abstracts end fees paid outside auonuys lor tide exoneration

2 (Including prriimnrary supplemental, stot-m gas royalty opinions end ifivfaon order tnlc opmtons) shall be borne by the Drilling Parties

3 In the proportion that the Interest of each Drillmg Party bans to the tout Merest of nil Drailng Parties as such interests appear in Ex

4 hibh A Operator shall make no charge for services rendered by its staff attorneys or other posomtd m the performance of the above

5 Entel tons.

6

7 Each party shall bo responsible for scooting curative matter and pooling amendments or agreements required a eontedion

8 with lenses or cel and gas interests contributed by such party Operator shall he responsible for the ireparatson and recosding of poofing

9 designations or deefaratmas as well as the conduct ofhcamigs before governmental agencies for die securing of spacing or pooling orders.

10 This shall not prevent spy party Horn appeasing on us own behalf at any such hearing.

11

13 No well shall be drilled on the Contract Area until after (1) die tftle to the Afliair or drilling uml has been examined as above 

■3 provided, and (2) die title has been approved by the examining attorney or tide has been accepted by all of die pasties who are to par-

14 ticipatc in the drilling of the tvdL

15

16 B. Loss of THIb

17

18 1 failure of Tide: Should any od and gas Interest or lease, or merest therem be kat through failure of title, wfcich Ians results in a

19 reduction of interest fttxn that shown oo Exhibit A the party eontributng the affected lease or mterest shall latve ninety (90) days

20 from frnal dctcminahon of tide failure to acquire a new lease or other insburaent curmg the entirety of the Idle ft hire, which acquid

21 lion will act be subject to Article VIIIB. and foiling to do so, this agreement, nevertheless, dull continue m forec as to all rarannag ail

22 and gas loses end nrtousts: and

23 (a) The party whose oil and gas lease or mterest is affected by the tide failure shall bear oloao die entire loss and it dull not be

24 entitled to recover from Operator or the other parties any development or operating costs wMcb il may ha VO ihcrdofore paid or memred, 

2$ hot there shall be no additional liability units pan to the other pomes hereto by reason ofsueh title failure:

26 (b) There shall be no retroactive adfustntent of expenses inclined or revenues received from the operation of the interest which has

27 been losu but die interests of the parties shad be revised on an acreage bests, as of foe due it is than tithed foody dot fedc blare bos oc-

28 eurred, so dial the interest of die party whose lease or interest is affected by the title Suture will thereafter be reduced in the Contract

29 Area by (he amount of the interest lost

30 (c) If the proportionate Interest of the other parties hereto in any producing wed theretofore (billed on the Contract Area is

31 Increased by reason of the idle failure, the patty whose title has foiled shod receive the proceeds attributable to die increase m such m-

32 lerest (less costs trad hardens attributable thereto) until it has been reimbursed for tmreeovcred costs paid by d in connection with stub

33 wed

34 (d) Should any person not a party to Ibis ayacmaat. who is determined to be (he owner of any interest n the Utle which has 

33 faded, pay in any maimer any part of (he cost of operation, development, or equipment such amount shell be paid to the party or potties

36 who bore the costs which arc so refunded;

37 (c) Any lability to account to a Hard patty for prior production of oil and gas which arises by reason of tnlc [future shall be

38 baroc by the party or ponies whose title foiled in the same proportions in whEhtbty shared in such pnor production and,

39 (I) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the mtered

40 claimed by any pony hereto d being the intention of the parties hereto that each shall defend title to its interest and bear all expenses m

41 cons cell on therewith.

42

43 2 l ew hv Non-Payment or Erroneous Payment of Amount Doc If through mistake or oversight, any rental shtn-hi well

44 payment, ndmnnun royalty or royalty payment, la not paid or is erroneously paid, and as n result a lease or interest therein terminates. 

43 there shaft ha no monetaiy liability against fee party who foiled to make such payment Unless the party who foiled to make Ike reqmred

46 payment secures a new lease covering the same mlaost within mnety (90) days from the discovay of the failure to make proper payment,

47 which acquisition win not be subject to Article VIII B„ the interests of the parties shall be tensed on on acreage basis, effective as of the

48 date of termination of die lease involved, and the party who faded to make proper pay meat will no longer be credited with an Merest to

49 dm Contract Area on account of owncrahip of die lease or interest which has tcrmhntod. In the event the party who foiled to make Die

30 required payment shaO not have been Killy rdmburaed, at the Unto of the loss, Dorn the proceeds of foe sale of oil and gas aarftxjtaHe to

31 the lost interest calculated on an acreage hosts, for the development end operating costs theretofore paid on acootn or such interest, k 
52 shall he reimbursed for unrecovered actual costs theretofore paid by n (hut not for as share of the cost of any thy fade previously drilled 

33 or wdls previously ahendooed) from so much of the following as is necessary to effect reimbursement

54 (a) proceeds of ell and gas. less operating qiparses, theretofore accrued to the credit of the lost interest, on on acreage bags.

33 up to the amount ofunrecorcred costs;

36 (b) Proceeds, less operating expenses, thereafter accrued attributable to Ihe lost mtmst on an acreage basis, of that portion of

37 ofl and gas thereafter produced and mirhcrad (excluding production tom any wells thereafter drilled) which, m the absence of such lease

38 termination, would be attributable to Ihe lost interest on an acreage basis, up to the amount of tmreeovcred costs, the proceeds of said

39 portion of the oil and gas to be contributed by the other parties in proportion to tbetr respective mterest and,

60 (c) Any monies, up to the amount of unrecovered costs, that may he paid by any party who is. os becomes, the owner of the nacres!

61 lost, for the privilege of participaUngm the Contract Area crbcconimgn potty to this agreement.

62

63 3 Other Losses: All losses incurred, other than those set forth m Articles IV3.I and IVB2 above, shad bo joatl losses

64 and shall bo borne ly all putties in proportion to then interests. There shall be no reraSuslraent of interests tn (he retmtrang portion of

65 the Contract Area

66
67

68
69

70
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1 ARTICLE V

2 OPERATOR

3

4 A. Designation and RospoasRiflliics of Operator:

5

6 MortoobgnerovCorporationstall bo (he

7 Operator of the Comma Area, end shall conduct and direct and have Sdl control of ell operations on the Contract Area as permitted and

8 rcqmrcd by and within the lands of das agreement. It stall conduct ad inch operations in a good and woriansnSke manner but d stall

9 lave no liability as Operator to the other parties far losses susuiaed or Inbihlics incurred. except such as may resok from grass

10 negligence or tvillful misconduct.

11

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

13

14 | Resignation or Removal of Operator Operator nay resign at any tone by giving written notice thereof to Non-Operators

15 If Operator terminates ns legal existence, no longer owns an interest hereunder m the Contract Area, or is no longer capable of servxtg as

16 Operator Operator stall be deemed to have resigned without any action by Non-Operators, except the selection ofa successor Operator

17 may bo removed if it toils or refuses to cany out its duties hereunder or becomes insolvent, bankrupt or » placed in receivership, by the

18 aiErnailive vote of two (2) or more Non-Opermors owning a majority interest based on ownership as shown on Exhibit A remaining 

Id after excluding tbe voting interest ofOpontor Such resignation or removal shall not become effective until 7:00 o clock AM. on the

20 Gist day of die calendar month following the expiration of ninety (90) days niter the giving of notice of resignation by Operator or action

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

22 date. Gpomor alls' effective date or tcswBUoa or removal shad bo bound by tbe terms hereof as a Non-Operator A change of a cor

23 potato name or structure of Operator or Iranafcr of Operator’s merest to any single subsidiary parent or successor corporation shall not

24

23

26

27

28

29

30

31

32

33

34

33

36

37

38

39

40

41

42

43

44

45

46

47

48

49

30

31

52

53

34 

55

36

37

58

59

60 

61 

62

63

64 

63 

66
67

68
69

70

be (he basis ihr removal of Operator

2. Selection of Successor Operator Upon (be resignation or removal of Operator a successor Operator stall be selected by 

the parties. The successor Operator shall be selected horn the panics owning an interest in (he Contract Area at the time such successor 

Operator is selected. The successor Opoator stall he selected by die aflamuive vote of two (2) or more panics owning a nsgonty merest 

based on ownership as shown on Exhibit A” provided, however if on Operator which has been removed toils to ole or votes only to 

succeed xsdf die successor Operator staO be selected by the affirmative vote of two (2) or more parties owning a majority interest based 

on ownership as shown on Eilstal A remaining after excluding (he voting interest oflho Operator (hat was removed.

C. Employees:

Tbe number of employees urn by Operator in -vwuiiwmg operations hereunder (hen selection, and die hours of labor and tbe 

compensation fig services per formed shall be determined by Operator and all such employees shall be the employees of Operator

D Drilling Contracts:

All wells dialed an (he Area stall be drilled on a competitive contract basis at the anal rates prevailing m dm area. If ft so

desires. Operator may employ its own tools and equipment m the drilling of wells, but its charges therefor stall not exceed the prevailing 

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

such work shall he performed by Operator under tbe same terms and conditions ns are eustomaiy and usual m the area m contracts of in

dependent contractors who arc doing work of nshndir alum

ARTICLE VI.

DRILLING AND DEVELOPMENT

A. Initial WetL

On or hedge the lut day of

oil and gas atllte following location.

/rwtrt MOB Operator stall cewmieneediodrillmg of well for

and shall thereafter continue the drilling of die wefl with due £Ugence to 

sufficiently test thu Bona Spring formation

..-IWM gnnlto or other pxclJczliy unpenetrable substance or condition m the hole, which renders Ibnhcr <HUng unpractical, b en

countered at a lesser depth, or unless all ponies agree to ccmptele or abandon the well at a lesser deplh-

Opcraur stall make reasonable USIa of all Gvmaltons encowfered duriag driUtog Which give imfiratmn of curtaining oil and 

gas in quaiUrties suffictem to tost, mdess this agreement shill bo Hinted m its appbcmkui to a speaGc farmalKm or formations, In which 

Operator stall be required to test only the ftgmaDoo or fannafaons to whrth this agreement may apply

4



ARTICLE VI 

continued

A.A.P L FORM 610 MODEL FORM OPERATING AGREEMEN

1 IT in Operator's judgment, the wdl wftl not produce oil or gas in paying quantities, and it wishes to plug and abandon the

2 wei) as a dry bote, the provisions of Article VJ.C. 1 shall thereafter apply 

1
4

5

6 B. Subsequent Operational

7

8 I Proposed Operations: Should tap petty hereto desire to drill any wed on the Contract Area other than the wed provided

9 far m Article VI.A or to rework, deepen or plug bach a dty hole (hilled at the joint expense of all parties or a wdl jointly owned by nil

10 the parties and not then producing in paying lycmtva-s. the party desiring to drill, rework, deepen or phtg back such a wdl shall give the

11 ether parties written nortec of the proposed opaatitm. specifying the work to be performed, dtp location, proposed depth, objective forma

12 tan and the estimated cost of the operauoa The parties receiving such a notice shall have tirirty (30) days after receipt of tho notice

13 within which to notify (he party wishing to do die work whether they elect to participate in the cost of the proposed operauoa If e dnlF

14 tng ng b an (ocatroa, notice of a proposal to rewotk, ping heck or drill deeper may be given by telephone and the response period shall be 

13 limned to forty-eight (48) hours, eaclnsive ofSffiuiday Sunday and legal holidays. Failure of a party receiving such notice to reply within

16 the penod above fixed shall constitute an deethtu by dot party not to portiapate in the cost of the proposed operation Any notice or

17 response given by tdephono shall be promptly confirmed in writing.

18

19

20
21 If aft parties dec! to participate in such a proposed operation, Opautor shall, within ninety (90) tbys oiler expiration or the notice

22 period of thirty (30) days (or as protnpdy as passible after the orpearion of the (brty-cigHt (48) hour penod when drilling rig s on km

23 tlon. as the case may be), actually commence the fvoposed opqalron and complete It with due diligence at the rt& and expense of all par-

24 Ires hereto; provided, however said commencement date may be extended Upon written notice of nine by Operator to the other parties, 

23 Ibr a period of up to thuty (30) athfituml rfeys tfi m the ante opunon of Operator each aMhonal tune b reasonably necessaiy to obtain

26 pen mu from governmental authorities, surfiroo rights (including ngbu-of way) or appropriate drilling equipment or to complete title ex

27 andaeUon or cuahve matter required for idle approval or acceptance Notwithstanding the force ratgeuro provisions of Article XL if the

28 actual operation has not been commenced within the ume provided (mdaduig any extension thereof as specifically permilted herein) end

29 If any pony hereto still desres to conduct said operation, written notice proposing same must be resubmitted to the other parties m accor-

30 dance with the provisions hereof as if no pnor proposal had been made

31

32

33
34 2 Orwrat xs hv Lem than All Parties: If uty party receiving such notice as provided In Article VLB I or VIM) l (Option

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

36 giving the nrefco and such other parties as shall elect to participate in the operation shall, within ninety (90) days after the expiration of

37 the nonce period of thirty (30) Ays (or as promptly as possible alia the expaahoa of the forty-eight (48) hour period when a drilling ng is

38 on location, as (he case may be) actually commence the proposed operation end complete it with due rliiigenoo Operator shall perform all

39 work for the account of the Consenting Pottles; provided, however if no drilling rig a other equipment is on location, and if Operator is

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

41 non for the account of the Conscuung Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work Con

ti seating Parties when conducting operations on the Contract Area poisusm to (hit Article VLB2 shall comply with all terms and can-

43 diticms ofthls agreement

44 

43

46
47 |f kss than nil partus approve any proposed operation, the proposing party tntmerSarely after the expiration of the applicable

48 notiro penod, shaft advise the Consenting Parties of the total interest of the parties approving such operation and Its recommendation as

49 to whether the Consenting tabes should proceed with the operation as proposed. Each Consenting Party within (brty-eight (48) hours

50 (cxdesnm of Satnday, Sunday end legal holidays) after recapc of such notice, shall advise the proptsng party of its dcssre to (a) imnl per-

31 lidpation to such party a interest as shown an Exhibit A or (b) cany its proportionate part of Non-Cansmisg Patties iiucrcas, and

32 failure to advise the proposing party shaft be deemed an election uader (a) in the event u tbUGag rig Is on location, the lime permilted fur 

S3 such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday Sunday and legal holidays) The proposing party

34 at its election, may withdraw such proposal if there is uuuffiaem participation and shall promptly notify all parties of such decision.

35 

56

37
38 The entire aist and risk of arii operations shell be borne by the Consenting tabes m the proportions they have

39 -a—v-t to bear same under the terms of the preecdag paragraph- Consenting Faroes shaft keep the leasehold estates involved m such

60 nyrgr-nn» free nnit clear up all limt end aneunduifees of am Irani created bv or ariant Born the onoalions of the Consenting Potties.

61 tr »« oyearWi raanlt. — „ *y hnU iha m—aarlng Banina draft pkig imd atwndrvi the wah and ream the surface Ineathm m their

62 sole cost, nsk and expense lrany well drilled, reworked, deepened or plugged back under the provisions of (his Article results m a pro-

63 Acer of oil onltar gas in paying quantities, the Consenting Parties draft complete and equip the wdl to produce ttnheir sole con and nsk.

64 

63 

66
67

68
69

70
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ARTICLE VI 
coBtinued

1 and (he well drall then be turned over to Operaim and stall be spouted by it at the expense and for the uccotnu of the Consenting Pm-

2 ties. Upon commencement of operations for the dtilling. rcworkn-g, deepening or pluggmg hack of any such veil by Consenting Putin

3 In nccoirinire with Hie provisions of dlls Article, each Non-Comeuing Party shall tie deemed in have rrfinquMnui m rimmylng tartly,

4 and Ihe Consenting Parties stall ovn and be entitled to receive, m proportion to tbelr respective interests, all of such Non-Conscaing

5 Party ■ mttrest in the wdl and stare of production tharoflons until the proceeds of the sale of such stare, cajcnlatrrf m the well, or 

i market value Ihoeof if sucb stare is not soldi (after deducting prmuieticm taxes, excise taxes, royalty ovcmdmg royalty and other m 

7 teresls not excepted by Article IIIJ3 payable out of or measured by tin production from such veil accruing with respect to such interest 

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

9

10

11
12 (a) 200% of cod such NatFConsealIng Party s stare of the cost of any newly acquired surface equipment beyond the wellhead

13 connections (indudmg. but not Hndted to stock tznla, separators, treater pumping equipment and piping) phis 200% of each such

14 Non-Consenling Party s stare of the cost of operation of Ihe weD commend tg with lint production and continuing until each such Non 

13 Consenting Party s rchnqmdicd interest shall raved to it under oilier pr visions of 0Us Article, a bang agreed lint each Non-

16 Consenting Patty s stars of such costs and equipment wift be that interest winch would have been chargeable to such Non-Ccnscnttng

17 Pony tad it participated tn the well 6om the beginning of die operations, and

18

19

20
21 fhl 500 % of (hsl portion of the costs and exposes of drilling, reworking, deepening, pluggmg bade, testing and completmg.

22 after deducting any cash contributions received under Article V1II.C and S00 % of that portion of Ihe cort of newly acquired equip-

23 mem m the wdl (to and including ihe wellhead connections), which would have been chargeable to such Nan-Consenting Party if u hod

24 participated therein.

25 Sen first paragraph of Page 6a

26

27
28 An election not to participate m the (biffing or Ihe deepeung of a well shall he deemed an election not to pnitidpale m any re-

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

30 conducted at any time prior to lull recovery fay ihe Consenting Parties of the Non-Ceasemlng tatty s recoupment xccoutn. Any such

31 reworldng or plugging tack operation conducted during ihe recoupment patod stall be deem si part of the cost of operation or said wdl

32 aixl there stall be added to tho sums to be recouped by Ihe Caosenung Patties one hundred pceent (100%) of that portion of the costs of

33 Ihe reworldng or plugging tack operation which would have been chargeable to such NooContamg Party had it participated therein If

34 such o rewnrtrliig or plugging twit operation Is proposed during such recoupment period, Ihe pn visions of this Article VLB stall be ap- 

33 pUcable es between said Consenting Pontes tn said wdL

So* second paragraph of Page Sa
37

38
39 During the period of Ume Consorting Patties are enisled to receive Non-ConsenUng Paly s share of production or Ihe

40 proceeds iberaSom. Consenting Panes stall he respoasMe for the payment of all production, severance, excise, gathering and other

41 taxes, aod pH royalty overriding royalty and other bandars applicable to Non-Conscntmg Party s stare if production not excepted by Ar

42 tielellI.D

43

44 

43
46 In (he ease or any reworking, pluggmg back or deeper (billing operation, the Consenting Praties stall be pannacd to use, free

47 of cost, all wing, tubing «nd other equipment m the well hot the ownership of ell such equipment stall re train unchanged, end upon 

4g rt—n—a oTo wdl after each reworking, plugging back nr deeper drOEng. Ibe Consenting Praties stall atcouiu for all such equip-

49 mem 10 flat owners thereof wuh each patty receiving us proportionate part In kind or In value, less cast of salvage:

50

51

32
33 Within any (60) days a Act the cooqdction of nny operation under Ihb Article, (he party conducting the operations fits the

34 Consenting Parties stall Ifambh each NmsCouscatutg tarty with an Inventory of the equipment m and connected to the wdl end an 

55 n—A-i«».— I>re»mi of drilling rtngwmnft- plugging tack, tesdna, cnmnletme. end eonjppftai *c wdl for production, or at its

36 option, Ihe opaatmg potty m lieu of at itemized statement of such easts of opaelion. may submit a detailed statement of monthly tnll-

37 logs. Each moath thereafter during the time the Consenting Parties are bang irimbuned us provided shove, the party combining the

58 epemtmos for the Consenting Pouts doll Danish the Noo-Consanirtg Praties with sn itemised summed of all costs am labilities in-

59 cured m the operouon of tire wdl, together with a statement of the quantity of ml and gas produced ftom it raid die amoum of proceeds

60 realized ftom the sale of the wdTs working interest production daring the preceding month In determining the quantity of il end gas

61 produced during azy month. Consenting Parties shaft use utdusuy accepted methods such as. but nor linxlcd to, metering or periodic

62 writ two. Ary m»»rt wahmd ftrmt ihe rule or ether dinr-ddira of cauimnmt newly ocoaited In coanecuon with any such operation

63 which —■» tave beat owned fay x Noo-ConsenUng taety tad it putiapated therein stall be credited against Ihe total tmretnmcd costs

64 of the wmk done and of dm eqmpmeul purchased m determining when die interest of such Non-Consenting Party stall revert to a as 

66 Avwp-wiJvt; nwt Ifilimhn credit tnlxiice. ft rfMrfl be paid to such Non-Consuming Petty

66 Son third paragraph of Fago 6a

67

68
69

70

A.AJP.L. FORM 610 MODEL FORM OPERATING AGREEMENT - j 982
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REEMEN'f'"'!

1982
ARTICLE VI 

continued

I NoMthstandlng any language under Article VLB. to tha contrary In any wall In which a completion attempt
may be mailt, at more than one depth, each party who participated In the Initial operations hereto ahaB have the right to 
make a separate election aa to each Interval In which, a completion la proposed Should a party hereto elect not to

3 participate In a completion attempt as to any one interval then (hose parties who elect to participate In tha completion
4 Bttamptaa to that Interval, shad hi the proportione they have elected to bear share aU coats risks and expenses of 
, aueh completion attempt. Any recoupment of said axpenaoa shad ha made solely horn the production attributable to 
J that interval
6
7
. Gas production attributable to any NorrConsentlng Party's relinquished Interest upon such Party election

shall be sold to its purchaser If available, under the terms of Its existing gas sale contract Such Non-Consenting Party
9 ahafl (Bract Its purchaser to remit the proceeds receivable toom such sale direct to the Consenting Parties until the

10 amounts provided for in this Article are recovered from the Non-Consenting Parties relinquished interest If such Non
11 Consenting Party has not contracted tor sale of Its gas a! the time such gas is available tor deDvsry or has not made 

the election as provided above, the Consenting Parties shag own and be entitled to receive end sell such Note
12 Consenting Party's share of gas as hereinabove provided during the recoupment period

13

“ Notwithstanding any provisions to the contrary In tide or any other agreement, a Non-Consenting Party upon

15 rotka hi the writing to Operator and/or any party carrying all or part of the noooonsentlng Interest shall have the right 
1C at all tones and from tone to tone within two {2} years of the date K received notice that payout has occurred, to autfit 
17 Operator's andtor carrying party’s accounts and records relating to or connected with its operations on tha Contract 
lS Area or on land pooled therewith regardless of when such operations were conducted.

19

20 

21 

22
23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

55
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A.A.PL. FORM 610 MODEL FORM

ARTICLE VI 

continued

OPERATING AGREEMENT!982

1 If end when the Contenting Parties recover from & Non-Conscnung Petty s rehnqmshed merest the provided for drove;

2 the relinquished interests of such Non-Consenting Party del aotonuticaUy revert to it. and. from and after such reversion, such Non-

3 Consenting Party shall own the same interest in such well, the material and equipment m or pcrlgmfng thereto, ead the 1***^

4 therefrom as such NafrConseating Party would have been entitled to had it participated m the drilling, reworking, deepening or plugging

5 bode of said wdL Theresfto’ such NooOaueatfng Pony doll be charged with and shall pay its proportionate part of the further costs of

6 the operation of said wdl m accordance with the terms of this agreement and the Accounting Procedure attached hereto.

7

8
9

10 Notwithstanding the provisions of tins Article VLBJ it is agreed that without (he mutual consent of all parties, no wefts shaft

11 be completed m or produced from a same of suppfy from which a wdl located elsewhere on the Contract Area is producing, mien such

12 wdl conforms to (he then-eosungwcD spacing pattern far such source of supply

13

14

15

16 The provisions of this Article shall have no Application whatsoever to the drilling of the antral weft m Article V] A.

17 except (a) as to Article VDJ) I (Option Not 2) if selected, or (b) as to the reworkfag, deepemng and phtggbig trade of sueb hutU well

18 after if has been drilled to (he depth specified m Article VI A. if it shall thereafter prove to be a dry hole or if initially completed for pro-

19 duedon. ceases to produee in paying quantities.

20 

21

3 ftand-Bv Time When q wdl which has been drilled or deepened has reached its authorized dtqXh and all tests have been 

completed, and the results thereof (brushed to the panics, stand-by costs moored pending response to a party s notice proposing a 

reworking, deepening, (tagging back or completng operation in such a weft draft be charged and borne as pert of the drilling or deepen

ing operation just completed. Stand-by costs mbsequent to all parties respontfiag. or expiration of the response time permitted, whichever 

first occurs, and pnor to ageement as to (be participating Interests of all Consenting Parties pursuant to the terms of the second gram 

mabcal paragraph of Article VIB2, draft be charged to nod borne as port of (he proposed operation, but if the proposal Is subsequently 

withdrawn because of msuffiocnl participation, such stand-by costs Shall be allocated between the Consenting Parties in the proportion 

each Consenting Party's interest as shown on Exhibit A bears to the ratal Interest as shown on Exhibit A of all Consenting Par

ties

4 Sukraaddwe Except as herdnoftcr provided, those provisions of this agreement applicable to a deepening” operation shaft 

also be qqdfeabte to any proposal to drectlonally control and mtenbonally deviate a wdl from vertical so as to change the bottom hole 

bcatioQ (herein call "sMeoadditg"), unless done to straighten the hole or to drill around junk in the hole or because of other 

mechanics! difficulties. Aqy party haying the right to participate in a proposed sidetracking operation that does not own an interest in the 

affected wdl bore at the lane of the notice daft, upon electing to participate, tender to (he wdl bore owners Its proportionate share (equal 

(o its interest m the sidetracking operation) of the value of that portion of the existing wdl bore to be utilized as fellows:

(a) If die proposal ts (far sktetsadang an existing dry hole, reimbursement draft be on the basis of the actual costs loomed m 

(he initial drilling ofthe wdl down to Ihe depth at winch the sidetracking operation is nitrated

(b) If die proposal ts (far sidetracking a well which has previously produced, rdmburacmeai stall bo on the basis of the wdl s 

solvable iwfwrffllf and down to the depth at which die sidetracking operation is initiated, determined in accordance with the

provisions of Exhibit less the ertlmated cost of salvaging and die estimated cost of plugging and abandoning.

hi the event t*»a> notice for a sidetracking ppnflwn is given white the drilling rig to be urtliTPii is on location, the response period 

shall be t"«*wt to Jbrty-mgbl (48) hours, exclusive of Saturday Sunfay and legal hofidays; provided, however any party may request and 

receive up to eight (8) addfaoml diys after expiration ofthe forty-eight (48) hours wilbra which to respond by paying for all staaWjy time 

maured during such extended »■"[■—■— period, if more (ban one party elects to ate such additional time to respond lo the ihKha stand 

fay he between the parties mHug addUional time to respond on a <tey-to-<by basis m (be proportion each electing par

ty 0 interest ea shown 00 faWN a bears to the total merest as drawn on Exhibit A" of aft the electing parties. In all other tn- 

itij[wnw p—*° a pwspfterf (br sidetracking shall he limited to ddity (30) days.

C TAKING PRODUCTION IN KIND:

Each party shall Jh£e mUnfo^separately dbporo of its proportionate share of all oil and gas produced from the Contract Area, 

exclurave oT production which may be used m development and producing opaalions and In prepanog and treating oil and gas fist 

marketing |«wpoi« and production unavoidably tat Any extra expenditure incurred in the taking m kind or separate dfomsdran by any 

party of its proportionate share of the production shaft be borne by such party Any party taking its dune of production in kind dull bo

7



ARTICLE VI 
continued

1 required In pay Tor only its proportionate share ofsuch pen ofOperolor s suriace facilities which d uses.

2
1 Endt parly dull execute such division orders end contract* ae nay be necessary for the sale of us interest m produenon from

4 the Contract Area and. except as provided In Article VIIB shall be entitled to receive payment dxeclly from the purchaser thereof for 

3 ns Shan; of all production.

6
7 In the event any patty duB foil to make the arrangements necessary to take m kind or separately dispose of ns proportionate share of

8 the oil produced from the Contract Area, Operator shall have die right, subject to the revocation at will by tbo party owsnng ft bui not

9 the obligation, to purchase such oil or sell if to others at any time and from time to ume. for the account oTthe non-taking party at the

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

11 owner of the production In exercise at any time its right to lake in kind, or separately dispose of, ns share of all oil not previously

12 delivered to a purchaser Any purchase or sale by Operator of any other party s dure of oil shod be only for such reasonable periods of

13 lime os are consistent with the rmmnnnn needs of the industry under [he particular circumstances, but in no event for a period m excess

14 oftme(l)ytar 

13

Id In (he evert one or more panted separate deposition of Us dtare of the gas causes sptit-stream deHvenes to separate ppefotts andfar

17 deliveries which on a day-to-tfay basis for any reason are not exactly equal to a pony s respective proportionate share of total gas sales to
18 tic allocated m H Ihe fafcmnng nr arratmllnj between iXo reeppetivg jeenume nf the parting rimll be in occordance With any gas balancing

19 agreement between the parties hereto, whether such an cgi cement is attached as Exhibit F* or is a separate agreement

20 **See Batow

21 D Access to Contract Area and Information

22
23 Each party dull have access to dm Contract Area at all reasonable Umcs, at us sole cost and risk to inspect or observe operations,

24 and shall have access at reasonable times to in formation patenting to the development or operation thereof including Operator's books 

23 and records relating thereto. Operator upon request, shall fumsb each of the other parties with copies of all forms or repeats Cied with

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

27 each month, and shall nuke available simples of any ernes or cuttings taken from any wed drilled on the Contract Area. The cost of

28 gathering and furnishing mformation to Non-Operator other than that specified above, shad be charged to the Non-Operator that re-

29 quests Ihe Information.

30

31 E. Abandonment of Wcifcr

32

33 1 Abandonment of Dry Holes: Except for any wed drilled or deepened pursuant to Article VIB2 any well which has been

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

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

3d wilhm forty-eight (48) hours (cadssivo of Saturday Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon

37 such well, aich party shad be deemed to have consented to the proposed abandonment. All such weds shall be plugged and abandoned in

38 wwilwji mifc appii^abu —o>vt w ib» nw nsk and expense of the parties who porticipaled in the cost of drilling or deepening

39 such well Any party who objects to plugging and abandoning such well shod have the right to take ova the wdl and conduct Anther

40 operations in search ofoflandfor gas flilpeet to the previsions of Article VIB.

41
42 2 Ahawirmnimi nf Wcda that have Produced: Except lor any wed m which a Non-Consent operation has been conducted

43 hereunder for which the Consenting Parties have not been folly reimbursed as herein provided any well which has been completed as a

44 producer rfmll not be plugged and abandoned without die consent of all parties. If ad parties consent to such abandonment the wed dull 

43 be plugged and abandoned m accordance with applicable regulations and at the cost nsk and expense of all the patties hereto, if. within

46 thmy (30) tfciys after reedpt of notice of dm proposed abandonment of any wdl ad parties do not agree to the abandonment of such wdl

47 those wishing to cciamne tlx operation 0»m the huervalfs) of the fannanonfe) then open to production shad tender to each of the other

48 peUcj ns proportionate abase at the value ef Ihe weft ratable name) end cquipnma, dciouuncd m nermfanoe with die pravumos of
49 Exhibit 'C* less the estimated can of salvaging and Ihe estimated cost of plugging and abandoning. Each abandoning party shall assign 

30 the non-abandoning parties, without witramy express or mphed, as to title ar as to quantity or fitness for use of the equipment and 

SI material all of its interest in (he wed and related equipment, together with ns Interest la tbo basrbnkl estate as to, but only ns to the m-

32 terval <r tniervais of the formation or fonnaUons then open to production. If the interest of the abandoning party fcor includes on dl and

33 gas interest such pony shod and defiver to the non-abandoning pony or ponies an oil and gas lease, hntfted to lie Interval or in-

34 tcrvals of tho formation or forncilions then open to production, for term of one (1) year and so tong thereafter as oil andfor gas if pro- 

53 duced ftom the interval or intervals of the fonmtion or formations covered thereby such lease to be on the form nttacbrri as Exhibit 

36

57 ^Notwithstanding any provision to the contrary to this or any other agreement aach party shall have the right at all

58 times and from time to time, upon wratsn notice to audit ad of talcing party andter operator's records and accounts

59 re|atBd to or In connection with production or allocation of production from the contract area. Auditing of sattiamsut
60 records shall also be appllcabls ft taking party andfor operator distributes proeaeds to tho auditing party

61 

62

63

64 

63 

66
67

68
69

70
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ARTICLE VI 
continued

1 B" The Bsaarnnwitt or leases so finnied shall encompass the drifting unli upon which the well is located. The payments fay and the

2 assignments or leases to, tho assignees dall be id a ratio based upon the relationship of thmr respective perasiijyt »f pwitapotimi m ^

3 Contract Area to foe aggregate of the percentages of participation in the Contract Area of all assignees. There shall bo no readjustment or

4 interests in the remaining portion of the Contract Area.

5

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

7 (he well fat the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re*

8 quest Optntor shall continue to operate the assigned wd! for the account of the non-abandoning parties at the and tfayy con*

9 templatcd by this agreement, phis any additional cost and charges which may arise os tho result of Ihe separate ownoslnp of the assigned

10 wdl Upon proposed abandonment of the producing intervals) assigned or leased, die assfpor or lessor shdl then have the option to

11 repurchase its prior interest in the wdl (using the same valuation formula) and p»n*™p3*<» m fanher therm ™ty»j to the pro.

12 visions hereof

13

14 3 Abandonment of NocvConscnt Operations; The provisions of Article VI E.1 or VI.E2 above shall be applicable a between

15 Consenting forties in die event of the proposed abandonment of any wdl excepted from said Articles; provided however no wdl shall be

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

17 of the proposed abandonment and afforded the opportunity to dect to take over the wdl hi accordance with the provisions of this Artwie

18 VIE

19

20 ARTICLE VIL

21 EXPENDITURES AND LIABILITY OF PARTIES

22
23 A. Liability of Parties

24

25 The liability of the patties shall be several, not Joint or collective. Each party Rail be responsible only for Us obligations, and

26 shall be liable only for its proportionate shave of tho costs of developing and operating the Contract Area. Accordingly the liens granted

27 among (be parties In Article VILD, are given to secure only the debts of each severally It is not th Intention of the parties to create, nor

28 shaft this agreement be construod os creating, a inning or other partnership or association, or to rcndcMhc parties ImMc as partners.

29

30 B. Liens and Payment Defaults;

31

32 Each Non-Operatm grams to Operator a Ben upon its oil and gas rights in (be Contract Area, and a security interest in its share

33 of oft and/or gas when extracted and Its interest m all equipment, to secure payment of its share of expense, together whh interest thereon

34 at the rate provided in Exhibit “C To (he extent that Operator has a security merest under the Uniform Commercial Code of the

35 state; Operator shall be entitled to exercise the rights and remedies of a secured party under (he Code. The bringing of a sort and the ob-

36 dining of judgment fay Operator for the recured indebtedness shall not be deemed an election of remedies or otherwise affect the hen

37 rights or security interest os security for the payment (hereof In addition, qpoo default by any Noo-Opoutar m the payment of its share

38 of expense. Operator shall have the right, without prgixfice to other rights or remod cs. to collect from die purchaser the proceeds from 

foe sale of such Non-Operator s fare of oil and/or gas until the amount owed by such N on-Operator phis wtcrest, has been paid. Each 

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

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

If any party foils or is unable to pey Its share of expense within sixty (60) days after rendition of a statement therefor by 

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

the interest of each such party bean to the mteest of eft such parties. Each party so paying its share of the unpaid amount shaft, to obtain 

reimbursement thereof be subrogated to the security rights described in the foregoing paragraph.

C Payments and Aceennttog:

Except as berem otherwise specifically provided, Operator shaft promptly pey and dfachsrgc expense! incurred th development 

and operation of the Contract Area pursuit to this eyecnwit end shaft charge each of (he panics hereto with their respective proper 

donate shores poa the expense basts provided m Exhibit “C* Operator shall keep an aceumte record of the Joint account hcicnnrW 

ritowing expenses incurred and charges cod credits made end received.

Operator at its election, shall have (ho fight from time to tune to demand sod reedvo from the other parties payment In advance 

of (heir respective shares of the estimated amount of the expose to be incurred m operations beremder daring the next sueecedmg 

month winch right nay be exercised only by to each such perty of an itemized statement of such ratimated expense, together

with an invoice Ibr Us share dioeoft Each such statement and invoice for the payment m advance of estimated expense shaft be submkled 

oo or before the 201b day of the next preceding month. Each party shall pay to Operator its prepertlerate fare of such estimate wnhrn 

fifteen (15) days after such estimate and invoice is reedued. If any party foils to pay its share of smd estimate wuhrei md time, the amount 

due *"ti bear interest os provided in Exhfofe **C" until pod. Proper adjustment shall be made monthly between advances and actual ex 

pntre to An end that each party ytintl^rMdp^ b« propnrtmnaie share of actual apmses incurred, and no more.

D» Limitation of Expenditure:

1 Drill nr Deepen. Without die consent of all parties, no wdl shall be drifted or deepened, except any wdl drilled or deepened 

pursuant to the provisions of Article VLB.2 of this agreement Consent to the drifting or deepening fa&li fodudec

A.A.P L. FORM 610 MwDEL FORM OPERATING AGREEMEN1 1982
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ARTICLE VII 

continued

iGREEMEN’fi

1982

1 □ Qptfofl Nftuli AH accessary expenditures for rt» drifting or dwprwhg, testing, compkiiac and equipping of the wdl

2 accessary tankage andfor surface &cfiu>es.

3

4 ® PgffluMfl.A All accessary expenditures lor the drflhng or deepening sad testing of the well When aicfa well has reached its

5 authonzed depth, and aD tests have been completed, and the rcsntaa thereof furnished to the pomes* Operator shall pve nranedlaie notice

6 to the Non-Opcratocs who have the light to pubcqiale m (he coaqdelion costs. The parties recaving sach notice shaB have forty-eqdx

7 (48) hours (cxcfusrvo of Saturday Sunday and legal holidays) to wfafdi to dect to participate in (he setting of casing and the completion at

8 tempi Such deebon, when made, shall include consent to all necessary expenditures lor the completing and ngmppag oftadi well, m

9 eliding necessary tankage andfor surface &c3um& Failure of any party reccrvfcig such ootsco to reply wuhm (he period above fixed shall

10 constitute an election by that party not to participate in the cast of the completion attempt If one or more, but less than all of die porno,

11 elect to set pipe and to attempt a completion, the provisions of Article Vf.B.2. hereof (the phrase “reworking, 4—p-nt^ or p»«cg»"B

12 back* as contained in Article VI32 shall be deemed to adnde "completing*) shall apply to die operinmg thereafter by ks

13 than all parties.

14

13 2. Rework or Plot Bade Without the consort of all parties, no wdl shall be reworked or plugged back except a wdl reworked or

16 plugged back pursuant to the provisions of Article VIJ12 of lids agreement Consent to the reworking or plugging back of a well stall

17 Inclmtfe all wmt&uaiy ^pmrfjtiwre wi «mitneriwfl <ymmitn-w ainf t—«1 -r-ffftffag nCffTOBTy ttnTkPflf

18 and/or surface fecilities.

19

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

21 to reatrfre an expenditure m excess of twnntv-flv thousand Dnlfantt 25.000.00 i

22 except m connection with a wdl, tire drilling, reworkrag, deepening completing, recomplamg, or plugging bock of which has been

23 previously authorized by or pursuant to this agreement, provided, however that, m case of expioaon. fire, flood or other sudden

24 emergency whether of (he same or different nature, Operator may tako such steps and incur such expenses as m its ophuoa are requxed

25 to deal with the emergency to safeguard life end property but Operator as promptly as possible, shall report the emergency to the other

26 parties If Operator prepares an authority for expenditure (AFE) fbr its own use; Operator shall furnish any Non-Operator so requesting

27 an information copy thereof for anv sinale protect costing in excess of fifteenthousand

28 Dollars (S 15.ftMI.0D ) but less than 1be amount first 6d forth above in this paragraph.

29

30 E. Rent ah. Sbqt-t Wdl Payments and Mhlmnn Royalties:

31

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

33 party or parties who subjected such lease to this ay cement at its or their expose. In the event two or more parties own and have con-

34 tributed interests to (he same lose to tins agreement, such pomes may designate one of such parties to make said payments for and on

35 behalf of all such praties. Any party may ropiest, and dull be entitled to receive; props evidence of aD such payments. In the event of

36 Mure to make proper payment of any rental, shut-in wdl payment or mnumum royalty through mistake or oversight where such pay

37 meat is required to ooatfamo the lease in force, any los which results from such non-payment shall be borne in accordance with the pro-

38 visions of Article I VJ3.2.

39

40 Operator shall notify Nan-Operator of the antictpaied completion of a shunn gas wdl or (he shutting m or return to production

41 of a producing gas wdl, at least five (3) days (excluding Satunfay Sunday and legal holidays) oral the earliest opportunity permitted by

42 ctrcumstmces, prior to taking such actum, but assumes no liability fbr feOurc to do sa In the event of Mure by Operator to so notify

43 Nan-Operator the loss of any lease contributed hereto by Noo-Opcratar for More to make timely payments of any shut-m wdl payment

44 shall be bomejohuly fey the parties hereto under (he provisions of Ankle IV &3

45

46 F Taxer

47

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

49 subject (O this which by tow should be rendered fbr such taxes, and It shall pay oD such taxes assessed (hereon before they

$0 become delinquent Rnor to (be rendition date, each Non-Operator shall furnish Operator information as to burdens (to nehide. but not

51 be hauled (a. royalties, ovemdtoj royalties end production payments) on leases and oti and gas interests contributed by such Noo-

52 Operator If (he assessed valuation fany leasehold estate is reduced by reason of its bemg subject to outstanding excess royalties, over*

53 riding royalties or production payments, the reduction m ad valorem taxes resulting fhcruftom shall inure to the benefit of the owner or

54 cwnera of such leasehold estate, ant Operator shall adjust the charge to such owner or owuras so as to reflect (he benefit of such reduc-

55 tioa. If the ad valorem taxes are based m whole or in port upon separate vatatxras of cadi party s woridag interest, (ben notwdistandfag

56 anything to the contrary herein, charges to (ho joint account shall be mods and pad by (he parties hereto m accordance with the lax

57 value generated fay ash party's working interest Operator shaD bill the other parties for their proportionate shares of aD tax payments in 

56 the manner provided m Exhibit"^

59
If Operator considers any tax aisessmeot improper Operator may at hs discretion, protst wrtfam the tune and manner 

prescribed by law and prosecute the protst to a fad detemunatroa, unless all pubes agree to dtandon the protest pnor to find ddcr- 

mmstioo. During the pendency of adnnntsLwbve or judicial proceedings. Operator may dect to pay under protest, all uch taxes and aay 

interest and penalty When any such protesbd assessment shill lave been finally detennmed. Operator shall pay the tax for the joint ac

count together with oi^ Interest and penalty teemed. aid (be total co* shall then be assessed agnnst (he parties, ond be pod by them, as 

provided to Exhibit **0"

Ft** party daD pay or cause to be paid aO production, excise, gatixenag and odter taxes imposed upon or with respect

to the production or hsndl»f?g of such pmyxdnit of<nlaidfarpsfoihieed under the tenns of this ageemera.

10
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ARTICLE VII

1 G. Insurance:

2
3 At all tmca while operations tn comductcd hereunder Operator shall comply with (he workmens compensation law of

4 (he state where Ibc operations are bemg condortert; provided, however (hat Operator may be a sdfoosurer for habOtiy under sn) com

5 pessaUan laws in which event the only charge (hat shall be made to the joint account shall be as provided in Exhibit “C Operator shall

6 also cony or provide insurance for the benefit of Ihejoua account of the parties as outlined In Exhfoh D attached to and made a pan

7 hereof Operator shaft rapine aO contractors engaged a wot on or for the Contract Area to comply with (he workmen s 

S law ofthe state where the operations are being conducted and to maintain such other insurance os Operator mayreepure:

9

10 In the event automobile public habitily insurance is specified tn said Exhibit “D*’ or subsequently receive the approval of Uie

11 porllis. no cSred charge shall be nade by Operator fix premiums paid for such msurancc fbr Opaator s automotive etpupmeni

12
13 ARTICLE VIIL.

14 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

15

10 A. Surrender of Leases:

17

IS The leases covered by this agreement, insofar as (hey embrace acreage m the Contract Area, shall not be surrendered in whole

19 or m port unless all parties consent thereto.

20
21 However should any party desire to surrender its interest m any lease or tn any portion thereof and (be other parties do not

22 afpee or ooasem thereto, the party deskfaig to surrender shall assign, without express or implied warranty of title, all of its interest in

23 such lease, or portion thereof and any weft, catena! and equipment which may be located thereon and any rights in production

24 thereafter secured, to the patties not consenting to such surrender If the interest of the assigning party Is or includes si oft and gas m-

25 teresf the asggmtig party shall encode and deliver to (he party or parties not consenttqg to such surrender an oil and gas lease covcang

26 such oil and (p$ merest loro terra ofone (I) year and so long thereafter as oil ondfar gas 0 produced from (he land cowed (hereby such

27 lease to be on the form attached hereto as Exhibit 0” Upon such assignment or lease, the assigning party shall be relieved fiom afl 

211 obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any wcO

29 attributable thereto, and (he tHwgrting party shall have no farther nterert in the assigned or leased premises and its equipment and pro*

30 (faction other than the royalties roamed m any lease made under the toms of this Article. The party assignee or lessee shall pay to the

31 patty assignor «• lessor the reasonable salvage value of the latter s Interest in any wcQs and equipment attributable to the resigned or leas-

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

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

34 shill be shared by such panics in the proportions that the interest of each bears to the total interest of all such parties.

35

36 Any assignment, tease or surrender made under tins provision shall not reduce or change the assignor &. lessor's or surrendering

37 parly s interest as it was ifwncdiatdy before the assignment, lease or surrender in (he balance of the Contract Area; and the acrca^

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

39 agreement

40

41 B. Renewal or Extension of Lames:

42

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

44 shall lave the right fora period of thirty (30) days following receipt of such notice m which to elect to participate m tho ownentnp of the

45 renewal lease, inso&r ns such lease affects lands within the Contract Area, by paying to the party who acquired rtdictr several proper pro-

46 portionalo shares of (he acquisition cost allocated to that part of such lease within the Contract Area which shall be m proportion to the

47 interests held at (hat time by the parties m die Contract Area.

48

49 IT come, but lea than cB. of the parties elect to participate a the purehase of a renewal lease, it shall be owned by the pubes

50 wbo elect to participate therein, to a ratio hni«( upon the rebnkmihip of their respective parentage of participation m the Contract Aira

51 to the aggregate of the percentages of participation m the Contract Area of all parties participating tn the purchase of such renew! tease

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

53 by the actptmng patty

56

57 The provuhms of this Article shad apply lo renewal leases whether Ibc; are forthc entire Interest covered by the expiring lease 

St or cover oo(y a ponton oftts area or no interest Ihenm. Any renewal lease akenbefac (ha expaalionofit, predcccsatrtasa.gr taken or

59 amlractcd ibr wilhm su (6) months aRta tho atpimttan of the existing lose shell be subject la (ha provision, but any lease token or con-

60 tractedfo more thwstM6)moottoaflCT tho aptnmimofaii ousting lease shall not be deemed a renewal lease and stall not be (adject to

61 (he provisions of this agreement

62

63 The provisions in llm Amdo dull also be applicable lo extensions of oil end gas leases.

64

65 C Acreage or Cash OatribntroBJi

66
67 WhOe tins agreement t, o three, if any party contracts ibr o csmmtauon of cash towards the drilling of a wcO or any other

68 operation on the Contract Area, such contribution stall be paid to the patty who conducted the (hilling or other operation and stall be

69 applied by it mpunst the cos] of such (hilhng or ocher operation. IT the comritrrtion be in die form of acreage, (be party lo whom the con-

70 tribud on is nut, dad! promptly tender an assignment of the acreage, without wenaidy of Idle, lo the Drilling Furies in the proponions

II
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ARTICLE VIII

aud Drilling Ptatira dared die coat or&iUmg (he «e)L Such acreage dull btcoaw a separate CoMnd Area and, to the atem possUe, be 

governed by pKmsbni nkoical to (tas agreemeoL Each party stall promptly notify all ether paitks of any range or cob conribulions 

b nay otum in iqppoit of any web or any «her operauon an the Conltaa Area. The above prtwiswm shall also be applicable to op

tional lights to cam acreage outside die Contract Area which are in support ofa wdl drilled Inside the Contract Ana

If any party contracts kx any coasidcatton ichinvi #> duposnion of such potty s share of substances produced hereunder such 

eonsldCBHion shall not be deemed a contribution an contemplated In this Article VIILC

D Malntansnceof Uniform Interests:

1

2
3
4 

3 

6 
7

5

9

10
11 For the purpose of mufflmning uniformity of ownoship in the oil and gas leasehold interests covered by this agreement, no

12 potty shall sell, encumber transfer or make other disposition of Us ntterest in Ike leases embraced withm the Contract Area and m wdls,

13 gpiipmani and pmdiriwH unlp« tw* rffvfr? other

14

15

16

17

18

19 Every such sale, encumbrance; transfer or other disposition made by any party shall he made expressly subject to tbs agreement

20 and shall be mode without prgudice to the right oftbe other parties.

21
22 1C 81 any lime t!s slesi of any party Is divided among and owned by tour or more coownos, Operator u its dutnuon, nay

23 require sueh co-owners to appoint a angle trustee or agent with fUH authanty to ccove notices, approve expenditures, receive hidings for

24 end approve and pay such party s share of the jomt expenses, and to deal generally with and with power to bind, the co-owners of such

25 party s interest within the scope of the operations embraced n this agreement; however all w«fh co-owners shall have the right to eater

26 into end execute all contracts or agreements far the disposition of thar respective stares of the oil and gas produced Horn the Contract 

37 Arm and they shall have the ngttt to recave, separately payment of the sale proceeds thereof

28

29 E. Waiver of Rights to Partition

30

If permitted by (he tows of the shite or mores m whieh the property covered hereby is located, each pony hereto owning on 

undivided interest in (he Contract Ares waives any and all rights it any have to partition aid have set aside to it in severalty its undivided 

interest therein.

I the entire fanesesl oftbe party hi oil leases and equipment and production, or

2. an equal undivided interest m oil leases and equipment and production m the Contract Area

Prafmnrtal night

Should my party dea

38 Area* n shall pr

39 nmna and eddn

40 nflhwoffari The main

41 an the sera

yly gi»n 

af (hi prespestsue pt

parties shall then have- 

and aendhiana the hnwwa

i sell aH er any part nf On immure undw this agran«tt as its nghto and jmsrests in the Contract

ation concerning ns prspwd-artnj whiah shell wwlndo the 

(who »nurt-be-raadyi willing and >M> to pwlwFiih the porehaae pnati ami all alhw twj 

— optional prior righh fa > period of lai (IQ) fays afire reaaipt ef-lbe notwai to puretowa

ihatred imira

vtach the othre prety proppaas t 

i tha pmpartiem that the ml—i

i oelh sod, if this optional right to ewerelaad, 

i of mah hears to the lelal tnremsl-ofrafl purah

dml ughl tn punkase m iheee win whrea nay party wirtias i nto-i

i wmselidalieni or ale of ell or substantially all ef ha easels to a mbcidwry hi preum tarn

45 piny orto a mh.niriirey ofo paw a any aempeny hi which an> one party i i majority ofthsotoahi

46

47 ARTICLE IX.

48 INTERNAL REVENUE CODE ELECTION

49

50 This agreement is not intended to ante, and shall not be construed to create, a rdationdsip of partnership or sn association

51 for profit between or among Ihe parties hereto. Notwithstanding my provision hcran (fast (he rights and liabilities hereunder are sevasl

52 and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, i£ tor todcral income tax

53 purposes, this agreement and the opaatieus hereunder are regarded as a partnashfo each party hereby affected elects to be excluded

54 from (be application of all of the provisions of Subchytg IT* Chapter 1 Subtitle a of die Internal Revenue Code of 1954 as per-

55 nutted and authorized by Section 761 of the Code and (he regulations promulgated thcreandcr Opoator is authorized and directed to ex

56 eente on behalf of each party bereby affected such evidence of this election ss nay be requred by the Secretary ef fee Treasury of (he

57 United States or the Federal Interna) Revenue Service, inchtdmg specifically but not by way of limitation oil oftbe returns, statements,

58 and die data requbed by Federal Rcgutatlnw 1761 ShoaU there be any requirement that eaeh party hereby affected give father

59 evidence of this rirchoo. each such party shall execute such dnenmnas and Danish such other evidence os inoy be required by the

60 Federal Interna] Revenue Service or os may bo necessary to evidace lbs electam. No such party shall give any notices or take any other

61 action inconsistent with (ha election nude hereby If any present or future mcomc tax laws of the stole or states m whioh the Coatrad

62 Area re located or my future income tax tows of the United States contain previsions similar to those in Subchapter IT Chapter I

63 Subtitle A of the Inland Revenue Code of 1954 under which an election shnflnr to (hat provided by Section 761 of the Code is per-

64 mitted, each party hori>y affected doll nolle such election as may be permitted or reqaared by 6uch laws. In Raking Ihe foregoing elec-

65 lion, each such party stales that the income derived by such party from oyxmtmnt hereandn can be adequately determined without the 

.■Ypnpiitmfnn Pf pH,fwprcftJ‘P
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1 ARTICLE x.

2 CLAIMS AND LAWSUITS

3

6 Operator may settle any single uninsured third party damage claim or ad arising from operations hereunder If the expenditure 

3 does not exceedffltoon thounand DoUws

6 (S15,000 00 ) and if Ibe payment is in complete seflloment of such d&mi or suit Iflheamnmt required for senlemcm ex

7 ceeds the obove amount the parties hereto shad assume end lake over the farther handling of the claim or suit, unless sueb authority is

8 delegated to Operator All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be nt the join! at

9 pense of the patties participating in the operation from which the claim or suit arises, (fa dorm is made against any party or if any parly is

10 sued on account of any matter arising from operations hereunder over which such uufmdul has no control because of die rights given

11 Operator by this agreement, such party shall ramrafialdy notify all other parties, and the claim or sun shad be treated as any other claim

12 or stm involving operations heremxfcr

13

>4 ARTICLE XI

13 FORCE MAJEURB

(6
17 if any party Is rendered unable, wholly or in part, by force mqjeure to cany out tts obligations under tins agreement, other than

18 the obligation (o make money payments, that party shall give to an other parties prompt written notice of the fine mqeure with

19 reasonably full particulars concerning It; themgion, the obligations of the party giving the notice, so fin* as they are affected by the force

20 majeurc, shall be mrprntfreg during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonable

21 diligence to remove the force raqjeure sduatioo as quickly as practicable.

22
23 The requirement that any force nsgeure shall be remedied with qR reasonable dispatch shall not require the settlement of strikes,

24 lockouts, or other labor difficulty by the party involved, contrary to Its wishes; how ail snch difficulties shaD be handled dun be entirely 

23 within (he dscret ion ofthe party concerned.

26

27 The tom force najeure os hero employed, shall mean an act of God, strike lockout, or other industrial dtetnrtaoco, act of

28 the public enemy war bfockntln, public not, Iqhtaing, fire, storm, flood, explosion, governmental action, governmental delay restmmi

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

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

31

32 ARTICLE XII

33 NOTICES

34

33 All notices authorized or required between the pomes and required by any of the provisions of this agreement unless otherwise

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

37 the parties to whom the notice Is given at the odtfcesses luted on Exhibit A The originating notice given under any provision hereof

38 shall be deemed given only wba moved by the party to whom such notice is drccted, and die time lor such party to give any notice m

39 response thereto shall run from (he date tlio originating notice is received. The second or aqy rraponrive notice shall be doomed given

40 when deposited in (he mail or with the tdegroph company with postage or charges prepaid, or sent by tries or telecopier Caeh party

41 shall have the right to change its address at any time, and from time to tune by giving written notico tfaavof to &B other parties.

42

43 ARTICLE XML

44 TERM OF AGREEMENT 

4$

This agreement shall remain m full force and effect as to the oil and gas leases andfor oil and gas interests subject hereto for the 

period of time selected below* provided, however no party hereto shall ever be construed as having any right title or mtocst in or to any 

tease or oil and gxs interest contributed by any other party beyond (be term of this agreement.

□ Pot km No. t. So long as any of Ihe oil and gqs leases sutyect to this agreement remain or are continued in forco as to any pan 

ofthe Contract Area wbetha- by production, extension renewal, or otherwise.

0 Option Na. 2. in the event the weO described to Article VLA. or aqy subsequent wdl drilled under any pro vision of this 

agreement, results in pimhidiffn of od and/or gas in paying quantities, this agreement shall contone m force s> long as any such well or 

wgHs pmrfnrjiL nr am eanahte nf nrarffagltm. and for an a drfrtinnnl nenod of 180 days from cessation of all production. Provided,

however if prior to the expiration of such additional period, one or more ofthe parties hereto are engaged in drilling, reworidng. deepen

ing, plugging icstng or gffgpptmg to complete a well or weds hewnnder tirfs ngvwnera shall corrtmne m force until such opera

tions have been completed and if production results thcefrom, this apeement shofi continue m force as provided herein. In the event the 

weU described m Article VIA or any subsequent weQ (killed hereunder results in a dry bole, and no other weO is producing, or capable 

of prodming oil aodtar gas from the Contract Area, this agreement shaD terminate unless drilling, drrpamng. pfooms back or rcwovfc 

lag operations are commenced within 180 days from the date of abandonment of said writ

It Is agreed, however that the termination of this agreement shall not roheue ony party hereto from any IhtixEty which has 

accraed or attached prior to the date of such tenranetlon.

13
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1

2 

}
4 

3 

6
7

8
9

10

11

12

13

14 

13 

li

17

18

19

20 
21 

22
23

24 With raped to operations hereunder Non-Operators agree to release Operator Horn any and all losses, damage* injuries, claims 

23 and causes of actum anting out of, mode* to or resulting directly or indirectly hoot Operator’s interpretation or application of rules,

26 rulings, regnlations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-

27 plication ms node in good &ith. Each NooOpcrator further agrees to reimburse Operator for any amounts applicable to such Non-

28 Operator s share of production that Operator may be required lo refund, rebate or pay as a result of such as otcurrect interpretation or

29 implication, together wnh interest and penalties thereon owing by Operator as a result of such incottact tnterpretotion orapplcauon.

30

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

32 of tnqr erode oil told hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil WbdfoD ProflTax Act

33 of 1980 as ante may be amended Sum timo to turn (“AcO. and any valid regulations or ivies which may bo issued by the Treasury 

Department from time to »■« pursuant to said Act- Each party hereto agrees to fonush any and all certifications or other information 

winch is required In be furnished by said Act tn a timely taareireand in sufficient detail to permit compliance with said Act.

ARTICLE XIV

COMPLIANCE WITH LAWS AND REGULATIONS

A. Law* Regulations and Orders:

This agreement shall be subject to the conservation lawn of the state to which the Contract Area is located, to die valid rales, 

regublnos, and orders of eny Ally constituted regulatory body of said sale; and to all other applicable federal, stole, end local laws or 

dirancca. rules, regulations, snd Older*

B. Governing Law

This agreement and all matters pertaining hereto, including, but not limited to man era of performance, tum-paformuccs, breach 

remedies, procedures, rights, duties, and interpretation or eonstruetum, shall be governed and determined by the law of the stale In which

the Contract Area is located. Ifthe Contract Area is in two or more stales, (lie law of the state of____________ New Mexico

dull govern.

C Regulatory Agencies:

Nothing herein contained shall grant, or he contained lo gram. Operator the right or authority to waive or release any lights, 

privileges, or obligations which NowOperaten may have under federal or sate taws or under rales, rcjpdauons or ordera promulgated 

under such laws m reference to oil, gae and mineral operations, inoludng the location, operation, or production of wells, on tracts offta 

ling or adjacent to the Contract Area.

34

33

36

37

38

39

40

41

42

43

44 

43

46

47

48

49

30

31

32 

S3

34

33

36

37

38

39 

60 

61 

62

63

64 

63 

66
67

68
69

70

ARTICLE XV 

OTHER PROVISIONS

A. Priority of Operations

Notwithstanding anything herein to the contrary It is agreed that whan a wall drBInd undnr tha toons of this 
Agrenmant shell have been drill ad to thn objective formation or depth and the parties participating In the weB 
cannot mutually agree upon tha saquenca and timing of further operations regarding said wail the proposals shall 
ha considered in ma following ordar

1 A proposal to attempt to complete dig wan at eltfiar tha objective depth or objacllva formation. Including 
tha tenting and logging of sudi well at such depth

2. A proposal tn plug tack and attempt to complain said wall above Iho ohtsstlva tarnation (11 there la more 
than on* proposal to plug bach, tha proposals will ba considered In ascending order)

3. A proposal to daspan gold won In order to attempt ■ completion below the objective formation (If thare la 
more than ona proposal to daapan, tho proposals shall be considered In deseentflng order)-

A A proposal to sidetrack tho well and

8. A proposal to plug and abandon the wall

Notwithstanding any other provisions herein, if during tha tamt ol this agreement. a wall Is required to be drilled, 
diopened, reworked, plugged back, sidetracked or racomplsted, or any other operation that may ba required In 
order to (1) continue a lease or leases In force and effect, or (2) maintain a unltbod area or any portion thereof In 
force and affect or (3) cam or presents and Interest bi and to oil and/or gas and other minerals which may bs 
owned by a third party or whlctt falling In such operation, may revolt to a third patty, or (4) congrty wRh an order 
issued by a regulatory body tuning turtedlclkm in tha premises, falling in which cerMn rigMs would terminate, tha 
Mowing shall apply Sboidd less than al parties hereto elect to participate and pay their proportionate part of 
tha costa to be nainrad In such operation, those parti re desiring to participate shall hare tha right to do so at 
Utah sota coat, risk, and repress. IVompHy Mowing tha conclusion of such operation, each of those parties not 
participating agree to execute and deliver an appropriate assignment to tha total Interest of each non-participating 
pStyin and to the lease leases, or rights, IffffTED TO THE stio UttT DEPTHS, which would ham taradnatad or 
wNdi otherwise mar have bean preserved by virtue ot such operation and In and to tha leans, lessen, or rights, 
UNITED TO THE SHO UNIT DEPTHS, wRhln tho balance ol the drilling unit upon which tha well was drilled 
excepting, however we«a therefore compfotsd and capable of producing In paying quantities, such restgronant 
ahalbe delivered to the participating parties In the proportion that they Pore the expense attributable to the non- 
portldpttlng parties’ Interest. For tha purposes of defining a required operation under Orb provision, such 

^ “ ‘ ---------- required if proposed within thktren (13) months prior to the data such rights would

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

14



A.AP L. FORM 610 MwDEL FORM OPERATING AGREEMENT- 1982

< ARTICLE XVI.

2 MISCELLANEOUS

3

4 Hds agreement shall be hading upon and shall more to the benefit of the panfee hereto and to their respective hare, devisees,

5 legal representatives, successors and assign.

6

This jratnima* may he caecutad m any number of counttspnrts. each of which shall he considered an ongnml lor nil pmposes.7

S

9

10

11

12
13

14

15 

l<

19

20 

21 

22
23

24

25

IN WITNESS WHEREOF this agreement shall be effective as of _ -Ml. . day of_ J4at_ tveart 2009

OPERATOR

MARBOB ENERGY CORPORATION

■ia>

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

50

51

52

53

54

55

56

57

58

59

60 

61 

62

63

64

65

66 
67

YATES PETROLEUM CORPORATION

YATES DRILLING COMPANY

MYCO INDUSTRIES, INC

NEARBURG EXPLORATION COMPANY LLC

DEVON ENERGY PRODUCTION COMPANY LP

EG3 INC

ABO PETROLEUM CORPORATION

CHESAPEAKE EXPLORATION LLC

LEGEND NATURAL GAS ni L.P

69

70
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RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND

UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the SRO State 
Exploratory UNIT AREA County of Eddy State of New Mexico dated May 8th, 2009 m form approved on 
behalf of the Commissioner of Public Lands and m consideration of the execution or ratification by other 
working interest owners of the contemporary Unit Operating Agreement which relates to said Unit Agreement the 
undersigned hereby expressly ratifies approves and adopts said 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 m any lands and leases or 
interests therein, and royalties presently held or which may arise under existing option agreements or other 
interests in unitized substances covering the lands within the Unit Area in which the undersigned may be found to 
have an oil and gas interest

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

EXECUTED this 29th day of June 20 09 

TRACT(S) See attached Exhibit B

YATES PETROLEUM CORPORATION

Bv --------- —*

Sharon Snowden, Attorney in Fact

YATES DRILLING COMPANY

Peyto^YateJ/Aa 

ABO PETROLEUM CORPORATION

Address IPS South Fourth Street 
Artesia. NM 88210

r

ACKNOWLEDGMENT
STATE OF NEW MEXICO 

COUNTY OF EDDY

)
) ss 
)

This instrument was acknowledged before me this 7Qi-h day of T..nc 2009 by John A Yates Jr 
Attorney in Fact of Yates Petroleum Corporation and of Abo Petroleum Corporation New Mexico corporations on

lf!ffi2£T“ xa* <7 s?*j. .
Ntnutr nmuunnor NRWHOXKX) Notarv Public

Mr
+m-L*2JL1

STATE OF NEW MEXICO )

) ss
COUNTY OF EDDY )

This instrument was acknowledged before me this 29th das of June 2009 by Peyton Yates 
Attorney in Fact of Yates Drilling Company a New Mexico corporation on behalf of said corporation

anCULBU.

5ot«JOUi>Mniarw*iBtK»

p

Notan Public *

) SS

COUNTY OF EDDY )
This instrument was acknowledged before me this 29th day of 

Attorney in-Fact of Myco Industries, Inc a New Mexico corporation
June 2009 by Sharon Snowden

Notary Public
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W WITNESS WHEREOF IteiBWBaiOSihtftflIitiirf fcrti

MARBOO ENERGY CORPORATION

yyiMu.

NON 0PBRAT0R8

MYCO INDUSTRIES, INC CHESAPEAKE EXPLORATION, LLC

4EARBURG EXPLORATION COMPANY LLC LEGEND NATURAL CAS HI UP

>EVON ENERGY PRODUCTION COMPANY LP
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AAP L. FORM <10 MODEL FORM OPHtATTNO AGREEMENT 1982

2
i

4
5 

t
7
8
9

10 
II 
II
13
14
15 

l> 
17

ARTICLE KVl 

MISCELLANEOUS

1Wi«Bmaea Ml bs tadtal crcr nd Ml nan to R» bcadfa of dn prtto ham ad totfccfr popadm lai. Imn, 
MnpannMlaBMata«4«apB.

TbbtaHaMMaB7feecKntt4fe«qm*«rofc«aMaprtLari> fwtiMiMIbccwaMwdwari^Btlfcrtf iwrpoga.

IN WITVE35 WHERgffdtgwwB—idan l» dRawtgflf Eh Mrf -■» fwrt »0»

OPERATOR

Vn,0(L

NON OPERATORS

PTFCI1 ENERGY CORPORATION TUtAUAR COMPANY. %*yi TYlfyb-----------------^ --------------------------

YATES PETROLEUM CORPORATION SO, INC

YATES DRILLING COMPANY

MYCO mOOSTRICS. INC

MEAR8URG exploration company llc

ABO PETROLEUM CORPORATION

Henry J Hood Senfc^Vice^itfsident 
land end Uoal S GererSTCounsel
LEGEND NATURAL CAS Id LP

DEVON ENERCY PRODUCTION COMPANY LP

15



o
EXHIBIT A

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

Corporation at el, as Non-Operators.

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

Township 20J$Qutlh-fianae3BEast. NMJZM. 
/ALL OP SECTIONS 34.9-10.liljjtgLT 
Section 2 W/2 
Section 5 W/2 
Section 7 E/2 
Sections E/2 
Seaton 16 E/2E/2 
Section 16 E/2

?

Containing 7 360 acres more or less

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

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

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

Pitch Energy Corporation 
PO Box304 
Artesia NM 88211-0304

Yates Petroleum Corporation 
105 South 4°’Street 
Artesla, NM88210

18858806%

13 028650%

Abo Petroleum Corporation 6 663396%
105 South 4°'Street 
Artesia, NM 88210

Yates Drilling Company 6 663396%
105 South 4* Street 
Artesia NM 88210

Myco Industries Inc 6 663396%
105 South 4* Street 
Artesia, NM 88210

The Allar Company 20 162395%
P O Box 1567 
Graham TX 76450

Chesapeake Exploration LLC 10 484446%
PO Box 18498 
Oklahoma City OK 73154

TOTAL 100%

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

0^
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Exhibit A-l

TRACT NUMBER DESCRIPTION OF LANDS ACRES SERIAL NUMBER EXPIRATION BASIC ROYALTY LESSEE OF RECORD WORKING 1NTEREST OWNERS Wi Decimal Net Acres

DATE AND PERCENTAGE

TOWNSHIP 25 SOUTH. RANGE 21 EAST
0.18322480

1 Section 32: E/2E/2 160 VB-0575 8/1/2009 0.1875 yates petroleum corporation Yates Petroleum Corp. 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

2 Section 33: N/2 320 VB-0576 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

3 Section 33: S/2 320 VB-0569 8/1/2009 0.1875 YATES PETROLEUM CORPORATION Yates Petroleum Corp. 0.18322480 58.631936

AEIO 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 A1

Section 34 S/2

TownsHine south. «amsi must 

Section 2 W/2

Section 3 E/2

Section 3 W/2

320 V 7085 7/1/2009 Prod

320 VB-0694 7/1/2010

320 V 7438 7/1/2010

320 V 7461 7/1/2010

916667 MARBOB ENERGY CORPORATION Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 0 07554945 24175824
ABO Petroleum Corp 0 07554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 0 07554945 24 175824
The Allar Company 0 30769230 98461536

01875 YATES PETROLEUM CORPORATION Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 0 07554945 24175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 0 07S54945 24 175824
The Allar Company 0 30769230 98461536

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 007554945 24 175824
Yates Drilling Company 007554945 24175824
MYCO Industries Inc 007554945 24 175824
The Allar Company 0 30769230 98461536

016667 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 0 07554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 0 0755494S 24 175824
The Allar Company 0 30769230 98461536



Exhibit A 1

Section 4 E/2 320 V 7439 7/1/2010 016667 The Allar Company 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 007554945 24 175824
MYCO Industries Inc 0 075S4945 24175824
The Allar Company 0 30769230 98 461536

Section 4 W/2 320 V 7462 7/1/2010 016667 Yates Petroleum Corporation Yates Petroleum Corp 0 18322480 58631936
ABO Petroleum Corp 0 04257430 13 623776
Yates Drilling Company 0 04257430 13 623776
MYCO Industries Inc 0 04257430 13 623776
Marbob Energy Corp 011959360 38 269952
Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072

Sections E/2 320 V 7440 7/1/2010 016667 Legend Natural Gas III LP 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 011959360 38.269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072

Section5 W/2 320 V 7463 7/1/2010 0 16667 Yates Petroleum Corporation Yates Petroleum Corp 018322480 58 631936
ABO Petroleum Corp 0 04257430 13 623776
Yates Dnlling Company 004257430 13 623776
MYCO Industries, Inc. 0 04257430 13623776
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

cQ5~



Exhibit A 1

12 Section 6 E/2 320 V 7441 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 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 0 18322480 58631936

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 0 16667 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 004257430 13 623776

Marbob Energy Corp 0 11959360 38 269952

Pitch Energy Corp 011959360 38 269952
Legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company LP 0 23940960 76 611072



Exhibit A 1

/

Section 8 E/2 320 V 7466 7/1/2010 016667 Marbob Energy Corporation Yates Petroleum Corp 018322480 58 631936
ABO Petroleum Corp 0 04257430 13 623776
Yates Drilling Company 0 04257430 13 623776
MYCO Industries Inc 004257430 13 623776
Marbob Energy Corp 0 11959360 38 269952
Pitch Energy Corp 011959360 38 269952
legend Natural Gas 0 21045550 67 34576
Devon Energy Production Company IP 0 23940960 76 611072

Section 9 W/2 320 V 7444 7/1/2010-Prod 016667 The Allar Company Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 007554945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Allar Company 0 30769230 98461536

Section 9 E/2 320 V 7467 7/1/2010 Prod 016667 Yates Petroleum Corporation Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 0 19505495 62 417584
Yates Petroleum Corp 0 07554945 24 175824
ABO Petroleum Corp 0 07554945 24 175824
Yates Drilling Company 0 07554945 24 175824
MYCO Industries Inc 0 07554945 24 175824
The Allar Company 0 30769230 98461536 ,

Section 10 W/2 320 VB-0677 7/1/2010 0187S The Allar Company Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62 417584
Yates Petroleum Corp 0 07554945 24 175824
ABO Petroleum Corp 0 07554945 24 175824
Yates Drilling Company 0 07554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Allar Company 0 30769230 98 461536

607-



Exhibit A 1

Section 10 E/2 320 VB-0695 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 24 175824
Yates Drilling Company 0 07554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Aliar Company 0 30769230 98461536

Section IS E/2 320 V 7445 7/1/2010 016667 The Allar Company Marbob Energy Corp 019505495 62 417584
Pitch Energy Corp 019505495 62417584
Yates Petroleum Corp 007554945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 007554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Allar Company 0 30769230 98 461536

Section 15 W/2 320 V 7468 7/1/2010 016667 Yates Petroleum 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 0 07554945 24 175824
MYCO Industries Inc 0 07554945 24 175824
The Allar Company 0 30769230 98461536

Section 16 E/2E/2 160 V 7446 7/1/2010 016667 The Allar Company Marbob Energy Corp 0 19505495 31 208792
Pitch Energy Corp 0 19505495 31 208792
Yates Petroleum Corp 007554945 12 087912
ABO Petroleum Corp 0 07554945 12.087912
Yates Drilling Company 0 07554945 12 087912
MYCO Industries Inc 0 07554945 12 087912
The Allar Company 0 30769230 49 230768

Section 17 E/2 320 V 7447 7/1/2010 016667 Chesapeake Exploration LP Chesapeake Exploration Umited Partnership 100000000 320



Section 17 W/2

Section 18 E/2

Section 20 W/2

Section 20 E/2

V 7470 7/1/2010

V 7448 7/1/2010

V 7450 7/1/2010

V 7473 7/1/2010

320

320

320

320

Exhibit A 1

016667

016667

0 16667

016667

Yates Petroleum Corporation Yates Petroleum Corp 0 35000000 112
ABO Petroleum Corp 0 05000000 16
Yates Drilling Company 0 05000000 16
MYCO Industries Inc 0 05000000 16
Marbob Energy Corp 0 50000000 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 0 19505495 62 417584
Yates Petroleum Corp 0 07S54945 24 175824
ABO Petroleum Corp 007554945 24 175824
Yates Drilling Company 0 07554945 24 175824
MYCO Industries Inc 007554945 24 175824
The Aliar Company 0 30769230 98461536

V



Exhibit A 1

LEASE BASIS

TOTAL COMMITTED ACRES 

TOTAL UNCOMMITTED ACRES 

TOTAL ACRES

RECAPITULATION

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

100%

7360
960

8320

Unit Working Interest
Marbob Energy Corp 0 18507511 1188974488
Pitch Energy Corp 016016961 1028.974488
Yates Petroleum Corp 012379680 795305384
ABO Petroleum Corp 006331485 406 752344
Yates Drilling Company 006331485 406 752344
MYCO Industries Inc 0 06331485 406 752344
The Allar Company 019158086 12307692
Chesapeake Exploration LLC 0 09962205 640
Nearburg Exploration Company LLC 004981102 320
TOTAL 100000000 6424 280592

Nearburg ORI 000415092

Nearburg TA d to all parties proportionately
making new Wl

Marbob Energy Corp 019477715
Pitch Energy Corp 016856606
Yates Petroleum Corp 013028650
ABO Petroleum Corp 0 06663396
Yates Drilling Company 006663396
MYCO Industries Inc 0 06663396
The Allar Company 0 20162395
Chesapeake Exploration LLC 010484446
Nearburg Exploration Company LLC
TOTAL 100000000



THERE IS NO EXHIBIT “B” TO THIS DOCUMENT
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Attached to and made a part of Attached to a made a part of that certain Joint Operating Agreement dated 
May ft 2009, by and between Marbob Energy Corporation as Operator and Pitch Energy 
Corporation eta! as Non-Operators.

ACCOUNTING PROCEDURE 

JOINT OPERATIONS

I GENERAL PROVISIONS

I Definition

Mm Property" stall soft As real and parsons) property satgeei to die agreement to which Oris Accounting Proeedire is attached.

Joint Operations' stall mean all operaitau necessary or proper Cot the development operation, protection and maintenance of the 

Joint Property

Joint AccounT stall mean the account showing the charges paid and credits received in the conduct of the Joint Operations and vbieh 

are to be dared by the Parties.

"Operatt!* stafi mens the party designated to cooduct the Joint Operations.

•Non-Operator^ Red sen (he Parties to this agreement other than the Operator 

'Parties^ shall mean Operator and Non-Operators.

"First Level Swcrvuors” stall mean those employees whose pnmary fired ion id Joint Operations is the direct sqrervt&oD of other 

employees and/or coatriti labor directly employed oa the Joist Property to a Held operating capacity

"Technical EmployccJ stall mean those employees having special ead specific engineering, geological or other professional iKH«, 

aid whose pnmary function m Jot at Operations la the handling of specific operating coodilwis and problems fbr the benefit of ibe 

John Property

"Personal Expensed* shall mesa travel and other reasonable reimbursable expenses of Operator's employees.

"Material stall moan personal property equipment or supplies acquired or held Ibr use on the Joint Property

"Controllatte MatenaT dhaB mean Material which at the tune is SO classified in the Material Ctasafteation Maned us most 

recently recommended by the Council or Petroleum Accountants Societies.

2» Statement and BBflop

Operator staS bit) NoaOpcratore on or before the Iasi day of each month fbr then propoflreaate share of (be Joint Account fbr (ho 

preceding month. Such bills win be occompanled by statements which identify the authority fbr expenditure, lease or fhcfUty aod an 

charges and credits sunnariicd by appropriate doss ^cations of investment and expense except that items of CoatruHabtc Material 

and unusual charges and credits shall be separately identified and felly described in detaiL

X Advances and F&ymems by Now-Operator*

A. Unless otherwise provided fbr in Ac agreement. ibe Operator may require Ac Non-Operators to advance their dare of estimated 

cosh outlay (or the succeeding month's operation within fifteen (15) days after receipt of the hltiag or by the first day of Ihe moolb 

fbr which Ore advance is required, whfchmrer is later Operator stall wfiist each monthly billing (o reflect advances icreiwd from 

(heHotvOpenan.

D Each Non-Operaka- shall pay its proportion ofaD bCIIs within fifiecn (I S) days otter iccdjn. If payment fa not made witki such time,
»Im. iwpaut h*tttwpw Aati hwfhvmi waitihly At ihg pnwg in fa glfeei nt Mydfl^Bank _on the ftrstdav oflhe month

io vdsch ddroqucncy occurs phis 1% or the maximum conUnct rile pcnnOed by the oppbcabte usury laws in the state in which 

the Joint Property is located whichever la the lessee, plus attorney's fiscs, coon costs, and other costs in connection with the 

collect crecf unpaid amoanta

4. Adjustments

Payment of any seek bills stall net ptqjudice the right of any Non-Operator to protest or qoestio the correctness thereof provided, 

however oil bills and if—■«— rodered to Noo-Operators by Operator during any calendar year stall ooacludvdy he presumed to 

be true and correct after twenty-fog (24) months following the ad of any such catandar year unless writto the said twenty-four (24) 

month pored a Non-Operator takes written exception thereto and makes data on Operator fix adprantesL No adjustment fbroratte 

to Operator shall he made unless it is mode wiThm the same presented period. The provisions of (Ms paragraph stall net prevent 

adjustments resaltng Ron a physical inventory of Conlroitoblc Material as provided for in Section V

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

K A Nun-Operator upox notice u writing to Operator and on otter Non-Operators, shall have (be right to aedh Operator's accounts 

and records relating to the Joint Account far any calendar year within the iwenty-fcor (24) month period tallowing (be cod of 

such calendar year provided, however the making of on audit dull not extend the tint tar Ite taking of wntieo exception to trod 

(he adjustments of accounts os provided for Paragraph 4 of das Section L Where (here ora two or more Ntm-Opcraices, the 

Nox-Operatofs shall make ovary reasonable effort to conduct a jotnt aadu in o manner which wiB result (o o tnlidmtnn of 

inconvenience to the Operator Operator shall tear no portion of the Non-Operatotf audit cast incurred under tins paragraph 

unless agreed to by (be Operator The audits tall not be eondoctcd more than ooco each year without pnor approval of 

Operator except upon (te rerigoathm or removal of the Operator and tall be made at (he expense of those NooOpcnters 

approving soch audit

B. The Operarar tad reply te writing to at aodfc report within 180 daysafterrecopt of soch report

Approval By Noo-Opermfora

an approval or other agreement of the Parties or Non-Operators is expressly required trader otter meltons of this 

Accounting Procedure and if Ite agreement to wUeb this Accoutring Procedure is attached contains no contrary previsions In regard 

thereto, Operator «*»?n notify all Non-Operators of (to Operator's proposal and the agreement or approval of o majority In interest of the 

Non-Operators shall te controlling on el) Non-Operators.

1L DIRECT CHARGES

Operator tall charge the Joint Account with the following items 

I Ecological and Environmental

Cents incurred tar Ite beeefil of the Joint Property as a result of governmental or regubtmy requirements to satisfy 

oovironmcntat cmndention appUctao to the Joul Operations. Such costs may include surveys of an ecological or archaeological 

name and poflmion control procedures as required by applicable tows sad regidaiions.

2. Rentals and Royalties

Lease rentals and royalties jxtid by Operator for the Jomt Operations.

3. Labor

A_ <L) Salutes aad wages of Operator^ field employees directly employed on the Joint Properly te ttecendia of Joint Operations

(2) States of Rrsl level Supervisors latte Odd

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such targes are excluded ftom 

(he overhead rates.

(4) Salaries trad wages of Technical Employees other temporarily or permanently assigned to and directly employed In the

operation or the Joixf Property if such targes are excluded boro the overhead rates.

B. Operator*! cost of bobday vocation, rirfmess and disability benefits and otter customary aHommee* paid io employoes whose 

mfancs mu) wages are rfwrynMfl to tin Jomt Account under Paragraph 3A of this Section O. Such costs under (Us Paragraph 3B 
may te oo o "when and as paid bass* or by percentage assessment on ite amount of states and wages chargeable to

the Joint Account under Paragraph 3A of this Section II (T percentage assessment n used, the rate shall te based on ite Operator's 

cost experience.

C Expenditures or contributions made prasoam to asiesments imposed by governmental aottemy which are ap(tfcstde to 

Operator scoa ebargeatdc to the Joint Accraad under Paragraphs 3A and 3D of Ifas Section 11

O Persona! »of those employees whose salaries and wages ore chargeable to ite taint Account under Paragraphs 3A and 38

ofdris Section IL

4. Employee Benefits

Opcnlcr’s camel coos or caabQsba) pins »or enpkiyear (loop life nan, Imptfiawa. potion. ituracm, asck paaten 

ftilll. ud other beneft ptom of « Uke more, applicable (o Opcraa'a labor cost ttameSU* lo Oho 3ok» Acton under Paragraphs 

3A and 3B of this Scclka D skSB be Operator's ocnnl cog eoi to oread the pciccal nog iwottl, rcccnrroctrded by die Cotntcfl of 

PcnoVram Accountants Societies

33
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5.

6.

7

8.

9

10.

(I

Mats rial

Materia) purchased or Anubed by Operator for use am (he lata Property os provided under Sectiao IV Only soch Material shall 

be ffftrrlmffr1 for or tanrifcned to the Mm Properly as may be required for immediate o$t and « reasonably practical and conrisent 

trtfh efficient ond economical opcratkws. Tiro ocCTimtdaiitmofsorptosfloefcsAall be avoided

Transportation

Transportation of employees and Material occcaBry for the Joint Operations but subject to the following bmiutioos

A. If Materia! is moved to foe Jobe Property ton the Operator's warehouse or other properties do dmr^ shall be made to the 

Joint Account for a disranco pester ibsa the rifttmee ton die nearest rdioble supply sum where like matenal s aormally available 

or railway receiving pcira nearest foe Jam Property auks agreed to by foe Parties.

B If surplus Malena) ts mowed to Operator's warehouse or other storage point, no charge dull be made to the Joint Account for a 

grater than the ifainw to the nearest reliable apply store where like materia) is normally available, or railway 

receiving poim the Joint Property unless agreed to by the Parries. No etarge shall be made to the Joint Account for 

rnovmg Matenal to other properties bekughig id Operator; unless agreed toby the Parties

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

actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the emaou most recently recommended hr 

tte Council of Petroleum Accountants Societies.

Sendees

The cost of conimtf services, eqtrfpmqn end ubl lies provided fry outride sources, except services excluded by Paragraph 10 of Section II 

aid Paragraph i, n, and in of Seetioo TIL The cost of professional consultant services and contract services of ceehmcat personnel 

directly p4 an the Joint Property if such charges are excluded from the overhead rates. The cost or professoael congdtanl services 

or comma services of technical personnel not directly engaged an the Joint Property shall not be charged to ihe Joint Account 

unless previously agreed toby (he Parties.

Equipment and FaeMties Rvrafefced By Operator

A. Operator shall chaise foe John Account for use of Operator owned equipment and ftdfctm at rates comncna rate with eosts 

of ownership and operation. Such rates Shall include costs of maintenance, repau* other operating expense, Insurance, taxes, 

dtpreiatitm and mterest on gross Investment less eccurnulaterl depreaauoo not to exceed twrivB_ paeon (—L2—?&)

perannum Such rates shaBnoi exceed overage commercial rates currently prevailing fn the mmedlate area of the Joint Property

a In lieu of charges I Paragraph 8A above, Operator may dec* to use average commercial rases prevailing to the immediate area of 

foe Johd Property less 2091. for automotive equipment. Operator may elect to use rates puHifoed by fee Petroleum Motor 

Transport Association.

Damages and Losses to Joint Property

AU nr** or necessary for fee repair or repbmncifl of John Property made necessary because of damages w losses incurred by

Hre, ft*™*, storm, theft, iraftlrp*. or other cane, except those resdtins ton Operator's gross negligent or wsHfU ratscoaduci 

Operator shall furnish Non-Operator wniico notice of damages or tosses ncurrcd os soon as pram coble after a report thereof has 

bees received by Operator

Legal Expense

Expanse of honfliig. investigating and settling liligxnon or ebb,* dfectalgiiig of hen* payment of judgment* and amounts paid 

for adUement of claims loomed in or resulting Gem operathms under dm agreonenl or neetssaiy to prated or recover din Joint 

Poprly otuept dot no dates Ibr services of Operator's legal Saif or fees or expense of odsdo attorneys shall to mads unless 

pevieosly agreed to by dm Parties. All ofler legs) expense b constocsed to to covered to the overhead previsions of Section III

unless otberwixc agreed to by die Parlies, extept os provided in Section 1, Paragraph J 

Taxes

AU taxes of over, total red mime or levied upon or In connection with the Joint Property the operation ttereof or Ihe

prodnedon thero&sm. and which taxes tave been paid to dm Operator for dm benefit of dm Parties- If dm nd valorem taxes are based 

in whole or In put eprei supreme vduultms of eat* party's wotting interest, then notwithstanding anythin* to the contrary hereto 

doges to the Joint Account shall to made end paid to the Parties Hereto in nccmdmme with the lex vihm generated by «* party's 

working interest

3^
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lisnanN

Net premiums paid for unuranee required to be canted for foe Joint Operations for ibe protection of the Patties In the event Joint 

Operations are «mrfrnrd ts a state in which Operator raqy act as adftnairer for Worker's Compensation and/or Employers Liability 

under the respective stated law* Operator may at its election iodide the risk under ts self nsoranee program and a tint event, 

Operator rial] include a charged Operator's cost not to exceed mamral ate*

Abandonment sad Hcdamadon

Cori* incurred for abandonment of the Joint Properly including costs required by governmental or other regulatory authority 

Communications

Cost of acquiring, leasing, IngalHng, operating, repairing and ntalntoinhtg communication system* indadiot radio end microwave 

focflltfcs directly serving (he Jout Property Id (he event eommusfcaffoo tell ttes/systems serving the food Property are Operator 

owned charges to the Joint Account shall be made as provided m Paragraph 8 of tids Section 0.

Other Expenditures

Any other expenditure not covered or desk with fn (be foreping provisions of ihis Sectroo II or in Section ID and w&cfc is of dried 

benefit to the Joint Property and is inooned by the Operator m (be necessary and proper conduct of Ihe Joint Operations

UL OVERHEAD

Overhead Drilling and Producing Operations

As compensation far adsumflrai «, supervision, ofliee services end warehousing costs. Operator shall charge drilling and 

producing operations ao cither

( X ) Fixed Rate Bass, Paragraph I A, or 

( ) Percentage Bari* Ponqpapb IB

otherwise agreed to by the Potties, such charge shall be in Hcu of costs and expenses of all offices and sdaries or waps 

plus applicable burdens end of all persamd except those directly chargeable under Paragraph 3A, Section 1L Tie cod

ard expwnre of services from outside sources m connection with matters of taxation, traffic, accounting or mailers before or 

itvolving governmental agencies d»ll be canddered as included in the overhead tales provided for In the above selected Paragraph 

of this Section III antes stmfa coa and expose ore agreed to by the Ptstiesas o direct charge to the Joint AseovaL

8. The sahrrie* wages and Peooml Expenses of Technical Employees aad/or the cost of professional consduut services and 

contract services of technical perBound directly employed on the Joint Property*

( ) shall be covered by die overhead rales, or

( X ) shall not toe covered by the overhead rote*

iH. The fafam. wages sod Personal of Technical Employees ondfor costs of professoral canadum services and

comma services of personnel dther temporarily or permanently assigned to and directly cmftoyed to the operation of

the Joint Property'

(X ) shall he covered by the overhead rates, or 

( ) shall not be covered by foe overhead rates.

A. Overhead Fixed Rate 8asb

(1) Operator charge (fas Jonti Account « the foOowfog rates per wet) per month:

Driltiig Wdl Rate S JiOPOJQ------------------------------
{Prorated for lesa than a foil month)

Produdng Well RnicS 400-00

<2) AppticuttonafOvcibead Fixed Rate Basra shall be M follows: 

to) Drilling Wdl Rme

(I) charges for drfttg wdls riudl begin on (be date the well Is spudded ond tonnfmm on the dote the dnlbig 

ng, conqdcUna rig, or other units used n» completion of Ihe wdl is relenred. whichever Is later except that no
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charge «hoO be ante during supeoeos of dri&ng or eoaptetteo operations lbt fifteen (15) or raoro

Cl) Cbarges Cbr wdlft undergoing agy type of wrakovcr or recompfaloo for a pennd of fix* (5) consecutive woih days 

or more than be made at the drilling irril rate. Such charges shall be applied for tho period from date 

workover operations, wilb rig or other units used in workover commence through date of rig or other unit 

release, except that no charge shall be made during suspension of operations for fftccn (15) or more 

consecutive calendar days.

(b) Producing Wdl Rotes

(1) An acme well dther produced or injected info fbr any portion of the month dull be conadercd as o oae-wcfl 

charge fbr the aide mosdt

(2) Each octto completion In n nrala-coraplcted well In which production Is net comnnngted down hole shall 

be costsfderad a a one-od) charge pnmdisg each completfon Is conridered separate well by ike 

governing regulatory am honty

(3) An inactive gas wdt shut hi because of overproduction or failure of purchaser to mho the production dull 

be considered a o one-well charge providing the gas well o directly connected to o permanent sales oofreL

(4) A one-wdl charge afaall be made for the month in which plugging end abandonment operations ore completed tm 
any well This one-well charge shall be made whether or not the well has produced except when drilling wdl 

rale applies-

(5) AU other inactive wells {indudmg but cot limited to inactive wells cowed by unit allowable, lease 

allowable, transferred ollowabte, etc.) ihaB not quality Tor an overhead charge.

(3) The wdl rates be adjusted as f the first day of April each year following the effective date of the agreencra to which 

(Jus Accounting ftocedtse Is attached by die percent increase or decrease published by COPAS.

B. Overhead Pcftcsiage Basis

(1) Operator shall charge the Joint Account at the following rales

(a) Development

Percent ( of the cog of development ofthe Joint Property exclusive of costs

provided under Paragraph 10 of Section 11 and all salvage credits

(b) Operating

Percent f m of rhe cost of oneranag the Joint Property cxdiislve of costs provided

2 sad 10 of Section U, oil salvage eredn* the value of igectcd substances purchased fbr 

ifTfffty an) all taxes old aaacmacais which era levied, assessed and paid upon the minrial mtota iu

and to the John Property

(2) Appbcatioa of Overhead Percentage Basis sbaD be as follows:

For (he pvTpftr1 of dctormtalag charges on pmwiqp hods under Paragraph JB of this Section III development shall 

loetide el! cogs In cowwtiffi with drilling, rctiriWag, deepening, or any remedial operations on any or all wells involving 

Us use of drilling tig and craw capable of drilling to the producing oterval oo the Joint Property also, preliminary 

mtpendtairas eeccasuy ra preparation for drilliug nad expenditures Incurred In abandoning when ibe wdl Is not completed 

as o producer end original cost of coostntctitm or insultalm* of fixed assets, the expansion of fixed assets mid any other 

pngect dcaity diwytnSMn as a Oxed asset, except Major Constroctioo as defined In Paragraph 2 of this Section 111 All 

other corts shtril be consulercd os operating.

Overhead Major Coartrccttaa

jb compensate Opeator fer overhead cods Incurred In the constracooo and fasBrihrion of fixed tsralA the expansion of fixed asset* and 

aqy other project cicely as a fixed oao reamed fbr the development and operation afte Join Property Operator tinD

rather ntgotiBle a rate prior to (be beguwmg of construction, or shall charge the Joint Account for overhead based on die following rates 

fbr any Major Coartractiim paged ix excess of S25-000.00 •

A. 4 ttofGffflSIOOjQOO or rani cost iflonphg

B. 3 HofcoasincxceoofSIOO^OObcllcssthanSI 000,000, plus

C 2___% of costs in excess of51,000,00a
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Total ctttt shall mean the grass coa of any one prcpcci. Fee the purpose of (ha paragraph, (he component parts of single prefect stall 

oat be denied separately and (he cost ef dfflQng and workover wells and artificial hfl equipment stall be excluded.

Catastrophe Overhead

To compensate Operator for overhead costs mcmicd in the event of expenditures resulting from a single occurence due to oD spill 

Uovou, explosion, firo, storm, humane, or other catastrophes u agreed (o by (he Pontes, which are necessary to restore (he Joint 

Property to the equivalent condition (bat existed prior to the even causng the expend!(area Operator shall either negotiate a rate 

prior to ctaigmg (he foal Account or start charge foe John Aceoaol for ovotead based on the following rates:

A. 5 of Ipinl costs through S100.000: plus

B 3 % of total costs In excess of SI00,000 btt lcmtan 51 000,000* pl«s

C 2 It of total costs in excess of SI 000,000

»g^ect to the overteads above will not be reduced by insurance recoveries, and ao oilier overhead provisions of (Ids 

Sect loo III shall apply

4 Amendment of Rates

The overhead rates provided for n this Section 111 may be amended from time to time only by autaol agreeraeot between tbe Port cs hereto 

If mprttiicc, (be rales we foosdio be insufficient er excessive.

IV PIUCINC OP JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator Is responsible for Joint Account Material and shall make proper and uraely charges and credits for all Matenal movements affecting the 

Joist Property Operator stall provide at) Matenal for use on the Joint Property however at Opcatert option, each Maloti my be supplied 

by the Non>Opeator Operator shall oakc timely disposition of idle and/or surplus Matenal, soch disposal being made titer through tie to 

Operator or Non-Operator division in kind or sate to outsiders. Operator may purchase, but stall be under no obligation to purchase, faterea 

of Non-Opoatora in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Operator shall bo agreed 

to by (be Parties.

1 Pnreknses

Material purchased shall he charged at the price paid by Operator after deduction of ofl discounts received, to case oT Material tend 

to be defective or returned to vendor for any other reasons, cred I shall be passed to the John Account when adjurtment has been received 

by the Operator

2 Transfers and Dispositions

Matenal fanisiwd to tbe Joint Property and Material transferred from the Joint Property or disposed of by the Operator unless 

otherwise agreed to by the Pmtfcs, shall be priced on the fo!taring tasfocxcltaivc of cash discounts:

A. New Material (CotrfUon A)

(1) Tubular Ooods Other than Uoe Pipe

( ) Tobidar goods, tired 2 3/8 loebes OD and larger except line pipe, start be priced «U Eastern mill published carload 

base prices effective e* of dale f movement plus transportation cort un g the 80 000 pmrad caiload weight baste 

to the railway recaving pond nearest the Joint Property for which puMfebod rail rates for tubular goods exist. If the 

80,000 pwmd rail rate is not offered, the 70.000 pmud or 99JOOO pound til rate may be used freight charges 

for lotang trill be caieoloted from Loan, OMo and casng Born Youngstown, Ohio.

(b) For godes tiridh am spedal to one mm only prices chart be computed ei fee till bast of that tin phis transportation 

cost from that mill to the railway receiving point nearest tbe Joint Property os provided obove in Paragraph 2-A.(U(a). 

For UBRSportaUon cost from points other (ban Eastern tilts, tbo 30000 pound Oil Field Hnstas Assocforioo Interstate 

track rate stall be used.

(e) end nfoohr ^ods did\ be pneed a) the lowest published otfrotaock price, tab. Houston, Texa&

pins toiupdrtotion com, omag Oil Field Haulers Association interstate J0JOOO pound track rate, to the railway receiving 

point nearest the Joint Property

(d) Macaroni uHng (size loss then 2 3/8 inch OD) shall be pnecd at dm lowaa jmfalished ora^steck pnees Cab. the 

supplier plus tranqxristian icing the Oft Field Haulers Association rntemaie nuek rate per weight of 

tiMtg transferred. to Ike railway receiving prist nearest (he Joins Pwqmrty
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(2) Line Pipe

(0> Line pipe movements {except sere 24 Inch OD and larger with walls « ii*h and ova) 30.000 or mors

stall be pneed under provisions of tubular goods pnerag fa Paragraph A4Xa) os provided above. Fteigbt charges 

shall be calculated bom Loniu. Otto.

(b) Liu Pipe ntovenems (except size ’4 inch OD and larger with walls is inch and over) (css ikaa 34000 pounds 

stall be priced at Eastern mil) published carioad base pnees effective as of date of rinpmwH, plus the perceoi most 

recently recommended by COPAS. plus transportation costs based on freight rotes as set forth under pro videos of 

tubular goods raxrofl in Paragraph AXIlfal as provided above. Firifihi charges ghaH be aiming firww i r*njPi pt^,

(c) Line pipe 24 inch OD and over and % meb milt and larger shall be priced CoJl the pohn of ■"nvfetlmy al cuneal

new published pnees plus transpofiorioi cod to (headway receiving poutf neatest (he JojotPropety

(d) Lme pipe, including fabricated line pipe, drive pipe and condmt oot bated on pafafasbed pnee lists draft be priced at 

quoted pnees plus freight to the tallway fceemng point neared the Jomf Property or at prices agreed to by the Paitiea

(3) Other Material shall be priced at the canon new price, in effect at dale of movement, as listed by a tollable supply store 

nested Ihe Join Property or pom of manufacture, plus (ransportaboi costs, If applicable, to the railway receiving ponu 

nesresuheJohd Property

(4) Unused new MatenaL except tubular goods, moved from (be Joint Property shall be pneed si the euneot new price, in effect 

<a date of movement, as listed by o reliable supply store neatest ibe Joint Property or pom of manufacture, plus 

transportation costs, If appIicaWo, to the railway receiving pouu nearest the Jon* Property Unused ocw tubulars will be 

pneed os provided above in Paragraph 2~A.(1) and (2).

B Good Used Material (Condition B)

Material lit soand and serviceable condition and su table far raise without reconditioning:

(1) Material moved to the Joint Property

At seventy-five percent (75%) of current new pnee, as determined by Paragraph A.

(2) Material used cm and moved from the Joint Property

(a) At seventy-five percent (75%) of currant ocw price, as determined by Paragraph A, If Material was originally 

dunged to the Jam Account as new Material or

(b) Al sfaay-five percent (65%) ofetnrent new pnee, os determined by Paragraph A. if Material was originally charged 

to Ihe Joint Account os used Material

(3) Material oot used on and mo rd from the Join] Property

At seveoty-fivo paten! (75%) of current new price as deterreued by Paragraph A.

The cost of reeoodfaonmg. ifaay shall be absoibcd by die transferring property 

C Other Used Material 

(I) Condition C

Material whiefa is oot In sound and serviceable cood tio* ood not flritnMe for its onghml finedan after 

recoadlboning tell be priced at fifty percent (50%) of current new pnee as dafowted by Paragraph A. The cost 

of nxoadUionlng sknfi be teiged to the recdvfaig property provided Condition C value plus cost of recondfttabg 

does oot exceed Condition B value.

&) Condition D

Mttenal, cxrhwHsg Juab, no longer sniiablo (hr its origtoai purpose, but matte far some other paipora teB be priced 

on o boas commensurate tftb us toe. Operator nay dopore of Condition D Material under prooedires oorraally 

toed by Opesator without prior approval oTNowOpcrotors.

(a) Caring, ndteft or drill pipe used as Uae pipe tell bo prieed as Grade A and B seamless Hae pqm of comparable 

size and weight. Used caring, Ittbrttg or drill pipe utilized as line pipe shall be priced at ased line pipe prices.

(b) Cewg, tubrog or drill pipe ased as higher pressure senate lines than standard fine pipe, 04. power oti lines, shofi 

be pneed under normal pricing procedures far earisg. tubing, or drill pipe Upset tubular goods shall be pneed 

on a non uprei baas.
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(3) Condition E

isak shall be pncod at prevailing pices. Operator nay dispose of Condition E Matenal under procedures normally 

utilized by Operator without poor approval ofNonOpcralors.

0 Obsolete Material

Material which is serviceable and liable for its original Amotion but condition and/or value of such Material is not 

equivalent to dial which would justify a pnee as provided above may be specially priced as agreed to by the Patties. Stub 

pnoe should resell in the tout Account being charged with the nlue of the service rendered by such Material

E. PncfnsCosditfons

(I) Loading or unloading costs may be charged to the Joint Account at the rote of twenty-five cents (25p) per hundred 

weight oi all tubular goods movements, in Hen of actual loading or unloading costa sustained at the stocking point 

The above talc shall bo adjusted as of the first day of April each year following January I 1985 by (be same 

percentage increase or decrease used to adjust overhead rates m Section III, Paragraph I A.(3). Each year the 

rale calculated shall be rounded to the neared cent and shall be the rate to effect trail die first day of Apnt next ycai 

Such rate shall be published each year by the Council of Peirotevm Accountants Societies.

(3) Matenal involving erection costs shoR be charged ai applicable percentage f the current knockcd-down price of 

newMatenoL

Prembm Prices

Whenever Matenal is not readly obtainable ai published or listed prices because of national emergencies, strikes or other unusual 

causes over which the Operator has no eoatroi the Operator may charge the Joint Account tor the required Matenal at the Operator's 

actual cost ncerred in providing such Material* in making t suitable for use* and in moving it to the Joint Property* provided 

nonce in writing to furnished to Non-Operators of the proposed charge pno to billing Non-Operators for arch Matenal Each 

Non-Operator shall have dm right* by so electing and notifying Operator within ten days after receiving notice from Operator to fora sh 

in kind oil or pert of Ins share or such Matenal suoabte lb ue aid acceptable to Operator

Warranty or Mala hd Famished By Operator

Operator does not warrant the Material furresbed. In case of defective Matenal* credit droll not be pared to (he Join! Account 

until sdjBsrmeDt has been rcedved by Operator from (he irunafacturersor their gents

V INVENTORIES

41 Tlrn Operator shall nwA«t« t%TfVMwmlhMft Material

42
43 I PcmSc Inventories* Notice and Representation

45

4d

47

48

49

50

51

52

53

54

55

56 

37

58

59

60 

61 

62

63

64

65

66

67

68
69

70

2.

3.

4

At reasonable intervals, inventories shall be taken by Operator of the Jotm Account Controllable Matenal Written notice of mention to 

lake inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that Non-Operators may bo 

t+P—when aoy inventory is taken. Failure of Non-Operators to be represented m an inventory shall bind Noo-Operators t accept 

the inventory token by Operator

Iticuclietlmi and Adjustment f Inventories

Adjtatments to the J Ini Account resulting flora the reconciliation of a physical inventory dull be made wilhi si months following 

dm taking of the inventory Inventory adjastracoto shall be matte by Operator to (he Jon* Account for overages and dmnapss, bni 

Operator shall be held accountable only for shortages due to lack or reasonable diligence

Spcdd Inventories

imtaimies may be taken whenever these is any srie, change of interest, or change of Operator to dm Joint Property ft stall bo 

tic duty of the party setting to notify nH other Parties os quickly ss possible after (be transfer of inlwest lakes place, to such cases, bulb 

the trad (he purchaser ritafl be governed by smh inventory to cases involving a change of Operator all Pama doll be governed 

by such Inventory

Expense of Contacting Inventories

A. The nponse of conducting period! inventories shall not be charged toihcJwm Aceoutu notes agreed toby the Fairies.

B. The rip**— of conducting special inventories sted) be charged to the Ponies requesting sudt mventones, except inventories 

required due to change of Operator shall be charged to the Joua Accosnt.
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EXHIBIT'D”

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

Corporation et al,as Non-Operators.

1 OPERATOR shall at all tames 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 m 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 pint account 
unless agreed to by all the parties hereto

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

4 Each co-owner may procure such insurance with respect to the pintly 
owned properties and operations as It deems necessary to protect itself 
against claims and damages and ail insurance policies shall be endorsed 
to provide that underwriters and insurance earners of co-owner shall not 
have any nght of subrogation against OPERATOR and other co-owners

It is provided that in toe event Operator should elect to carry well control 
insurance then prior to the drilling of any well hereunder if any co-owner 
hereunder so elects to be included as an insured under Operator’s policy the 
Operator shall advise said co-owner of its anticipated share of toe premium for 
same Co-owner shall then advise Operator whether or not it elects to be named 
as an insured under toe policy and co-owner shall be responsible for its 
proportionate share of toe policy premium



EXHIBIT “E”

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

Corporation, etal as Non-Operators.

GAS BALANCING AGREEMEHT

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

In accordance with the terms of the Operating Agreement each party thereto has the nght to take 
its share of gas produced from the Contract Area and market toe same. In the event any of the parties 
hereto collectively owning participation percentages of less than 50% are not at any time taking or 
marketing their share of gas or have contracted to sell their share of gas produced from the Contract Area 
to a purchaser which does not at any time while this agreement is in effect take the full share of gas 
attributable to toe interest of such parties this agreement shall automatically become effective upon toe 
terms hereinafter set forth

1 During the period or periods when any parties hereto coilectiveiy owning participation 
percentages of less than 50% have no market fa their share of gas produced from any prorabon unit 
within the Contract Area, a their purchaser does not take its toll share of gas producing from such 
proration unrt, 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 
proration unit provided however no party who does not have gas in place shall be entitled to take or 
deliver to a purchaser gas production in excess of 200% of the lesser of (c) its share of toe volumes of 
gas capable of being delivered on a daily basis or (d)its share of allowable gas production Ail 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 tins 
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 basts each party not taking or marketing its fufl share of the gas 
produced shall ba credited wfto gas in place equal to its toll share of the gas produced under this 
Agreement, less its share of gas used In lease operations vented or tort, and less that portion such party 
took or delivered to its purchaser The Operator will maintain a current account of toe gas balance 
between the parties and will furnish all parties hereto monthly statements showing toe total quantity of 
gas produced the amount used tii 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 deOvenng 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 K 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 ail claims losses or 
liabilities arising out of its failure to fuifB such obligations.

4 After notice to the Operator any party at any tune may begin taking or delivering to its 
purchase'its toil shea of the gas produced from a proration unit under wiiich it has gas in place less 
such party's share of gas used in operations, vented or lost In ackfitton to such share, each party 
including toe Operator until it has recovered its gas In place ami 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 toe party or parties without gas in (dace by a fraction the 
numerator of which is the interest in the proration unit of such party with gas in place and the denominator 
of which is the total percentage interest in such proration unit of ail parties with gas in place currently 
taking or delivering to a purchaser

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

6 If a proration unit ceases to produce gas and/or liquid hydrocarbons in paying quantities 
before the gas account is balanced settlement will be made between the underproduced and 
overproduced parties. In making such settlement, the underproduced party or parties will be paid a sum 
of money by the overproduced jrariy or parties atinbutable to toe overproduction vtokto said overproduced 
party received less applicable taxes theretofore paid at the applicable price defined below tor toe 
delivery of a volume of gas equal to that for which settlement is made. For gas, the price of which is not 
regulated by federal state or other governmental agencies the price basis shall be the price received for



the sale of the gas. For gas, the price of which Is subject to regulation by federal state or other 
governmental authorities the price basis shall be the rate collected from time to time, which is not 
subject to possible refund, as provided by the Federal Energy Regulatory Commission or any other 
governmental authority pursuant to final order or settlement applicable to the gas sold from such well 
plus any additional collected amount which Is not 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 fl6 it Is expressly agreed that any underproduced parly
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 tone 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 fdowing 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 Tf6 The option 
provided for in this paragraph may be exercised from tone to tone but only one time in each calendar 
year ,

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

9 This agreement shall constitute a separate agreement as to each proration unit approved 
by the applicable regulatory authority for a pool within the Contract Area but such proratlon unit shall not 
include any producing horizon which is not within the vertical limits of said pool This agreement shall 
rsmalr 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 
May A 2009, by and between tSarbob Energy Corporation, as Operator and Pitch Energy 

Corporation Hal 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 rfiscrimlnate against any employee or applicant for employment because of 
race color religion sex or national ongm The Operator will take affirmative action to ensure that 
applicants are employed and that employees are treated dunng employment without regard to 
their race color religion sex or national ongin 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 tfes nondiscrimination clause

2) The Operator will in ail 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 1985 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 ail 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 wfll permit access to Operator’s books records and accounts by the 
administering agency and the Secretary of Labor for purposes of investigation to ascertain 
compliance with such rules, regulations and orders.

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

7) The Operator will include the provisions of paragraphs (1) through (7) in every subcontract or 
purchase order unless exempted by rules, regulations or orders of the Secretary of Labor issued 
pursuant to Section 204 of Executive Order 11246 of September 24 1965 so that such 
provisions will be binding upon each subcontractor or vendor The Operator mil 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 litigation with a 
subcontractor or vendor as a result of such direction by the administering agency the Operator 
may request the United States to enter into such litigation to protect the interests of the United 
States.

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

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



CERTIFICATION OF NONSEGREGATED FACIUTIES

By entering into Uvs contract, the Operator certifies that Operator does not and will not maintain or 
provide tor Operator's employees any segregated faculties at any of Operator's establishments, and that 
Operator does not and will not permit Operator's employees to perform their services at any location 
under Operator's control where segregated facilities are maintained The Operator agrees that a breach 
of this certification is a violation of the Equal Opportunity -clause in this contract. As used in this 
certification is a violation of the Equal Opportunity clause in this contract As used In this certification the 
term "segregated facilities" means but is not limited to, any waiting rooms work areas rest rooms and 
washrooms restaurants and other eating areas, time clocks locker rooms and other storage or dressing 
areas parking lots drinking fountains recreation or entertainment areas, transportation, and housing 
facilities provided for employees which are segregated by explicit drective or are In fact segregated on 
the basis of race color religion or national orign 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 tram the provisions of the Equal Opportunity clause. The certification may be 
submitted either for each contract end subcontract or for aN contracts and subcontracts dunng a period 
(i e. quarterly semiannually or annually)


